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Introduction
Recent research has focused on how firms develop differentiated human resource (HR) systems 
to manage diverse human capital categories (Eyamu et al., 2023). A foundational framework in 
this area is Lepak and Snell’s (1999) HR architecture model, which explains how organisations 
tailor HR practices to distinct types of human capital. However, this model has predominantly 
emphasised internal job-based characteristics, paying insufficient attention to the broader 
contextual factors that influence the design and application of HR systems. 

This omission is significant in today’s dynamic business environment, where contextual factors 
greatly influence HR systems (Nieto-Aleman et al., 2023). Prior studies have shown that contextual 
factors like industry membership (Lepak et al., 2007) and regional differences (Luo et al., 2021) 
influence human capital allocation, yet there is a dearth of studies on the integration between 
contextual factors and human capital allocation.

Therefore, this study focuses on how specific contextual factors – competitive strategy, union 
density, management-employee cooperation, environmental dynamism and technological 
opportunities – influence the configuration of the HR architecture. It builds on three 
interrelated theoretical frameworks to explain how contextual factors shape HR architecture: 
the job-based model (Becker & Huselid, 2006), internal labour market (ILM) theory 
(Doeringer & Piore, 1971) and the flexible-firm model (Atkinson, 1984). These theories provide 

Purpose: This study investigates how both internal and external contextual factors 
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complementary insights into how organisations identify 
strategic jobs, structure internal employment systems and 
tailor HR systems based on both internal structures and 
external demands. 

This study makes several contributions. Firstly, it extends the 
HR architecture framework by incorporating contextual 
variables, allowing for a deeper understanding of how 
organisations identify essential jobs and design HR systems 
that cater to their unique contexts. Secondly, by synthesising 
multiple theoretical perspectives, it clarifies the complex 
relationship between context and HR systems, supporting 
Mayrhofer et al.’s (2021) argument that strategic human 
resource management (HRM) must consider contextual 
variability for effective HR investments. Practically, these 
findings guide organisations to make more  informed HR 
decisions, helping them customise HR systems to navigate 
challenges and enhance resilience and competitiveness.

The article begins by reviewing the relevant theoretical 
frameworks, then develops hypotheses on human capital 
distribution across employment structures and how 
contextual factors influence HR systems. Finally, it presents 
empirical findings along with their theoretical and practical 
implications.

Literature review
Theoretical frameworks
Lepak and Snell (1999, 2002) emphasised the strategic 
importance and distinctiveness of human capital for 
competitive advantage. They identified four employee 
categories under internal (knowledge-based and job-based 
employees) and external (contractual work arrangements 
and alliances) employment structures as depicted in Figure 1. 
Knowledge-based workers are highly strategic and unique, 

while job-based workers, although strategic, are less unique. 
Contractual employees have low strategic value and 
uniqueness, while alliance workers are highly unique. Their 
empirical work confirmed the variability in human capital’s 
strategic value and uniqueness across these groups (Lepak & 
Snell, 2002).

Recognising the challenge of maintaining an effective HR 
architecture in dynamic environments, Lepak and Snell 
(1999) stressed the importance of incorporating contextual 
factors into the HR architecture framework to develop more 
adaptable HR systems.

Accordingly, this study draws on the job-based model 
(Becker & Huselid, 2006), the institutional perspective on 
ILM theory (Osterman, 2011) and the flexible-firm model 
(Atkinson, 1984) to explore contextual factors influencing the 
HR architecture.

The job-based model
The job-based model suggests that an organisation’s 
strategy drives the development of strategic capabilities 
(Becker & Huselid, 2006), including activities like strategic 
planning, partnership formation and product development 
(Pitelis et al., 2023). These capabilities are often embedded 
in strategic jobs, which significantly contribute to value 
creation. Therefore, by aligning HR practices with the 
organisation’s competitive strategy, organisations may 
guarantee that their workforce possesses the necessary 
abilities and expertise required to execute these strategic 
capabilities effectively.

Internal labour market theory
Osterman’s ILM theory (2011) explores how formal and 
informal institutions shape internal labour markets. It 

Source: Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. Unpublished doctoral dissertation, University of Melbourne, p. 31
HR, human resource.

FIGURE 1: The human resource architecture model.
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focuses on power dynamics in employment relationships 
and their influence on ILM outcomes, including cooperation 
and conflict (De Prins et al., 2020). Cooperation, often 
marked by mutual trust and long-term orientation (Bray 
et  al., 2020), enables firms to invest in knowledge-based 
employment arrangements with high human capital value 
and uniqueness.

The flexible-firm model
The flexible-firm model (Atkinson, 1984) categorises 
employees into core and peripheral groups, each requiring 
distinct HR practices. It explains how firms adapt their 
workforce structure in response to external pressures such as 
market dynamism and technological opportunities. Core 
employees provide resource or functional flexibility, 
while  contingent workers offer numerical or co-ordination 
flexibility. In dynamic environments, firms may prioritise 
either resource flexibility (by employing knowledge-based 
workers) or coordination flexibility (through contractual 
arrangements) (Lepak et al., 2003). 

Scholars have since extended this model to show how 
dynamic environments shape HR practices (Nieto-Aleman 
et al., 2023). Moreover, empirical evidence shows that both 
environmental dynamism (e.g., Akanpaaba et al., 2022; Lepak 
et al., 2003) and technological opportunities (Eddleston et al., 
2008; Heredia et al., 2022) influence firm performance. 
However, their influence on human capital allocation is less 
understood. Consistent with Zhang-Zhang et al. (2022), the 
author contends that firms facing these pressures are more 
likely to develop employees’ skill sets, fostering innovation 
and competitiveness.

Hypotheses development 
Strategic value of human capital
According to Lepak and Snell (1999, 2002), the way employees 
are assigned to specific employment arrangements depends 
largely on the strategic value and uniqueness of their human 
capital. Strategic value reflects a firm’s ability to exploit 
market opportunities and mitigate external threats (Barney & 
Wright, 1998). Resources can create value either by enabling 
product differentiation or by reducing costs (Cooke et al., 
2021). Empirical studies suggest that valuable resources 
improve firm performance (Sahibzada et al., 2022). 
Consequently, employees possessing high-value human 
capital are more likely to be retained through internal 
employment modes, particularly knowledge-based or 
job-based systems (Luo et al., 2021). Lepak and Snell 
(2002)  observed that such arrangements exhibit higher 
strategic value compared to alliance-based or contractual 
alternatives. This study tests that proposition in a new 
context:

H1: �Human capital with high strategic value will be allocated to 
knowledge-based and job-based employment, while human 
capital with low strategic value will be allocated to contract 
work and alliances.

Uniqueness of human capital
Human capital that is unique or rare encompasses firm-
specific skills that cannot be easily imitated by competitors 
(Lepak & Snell, 2002). Employees with unique human capital, 
often referred to as ‘rainmakers’, contribute to innovation 
and competitive advantage (Cooke et al., 2021). Lepak and 
Snell’s (2002) findings indicate that uniqueness tends to be 
more pronounced in knowledge-based and alliance 
employment structures than in job-based or contractual 
setups. Based on this, it is hypothesised:

H2: �Human capital with high uniqueness will be allocated to 
alliances and knowledge-based employment, while human 
capital with low uniqueness will be allocated to contract 
work and job-based employment.

Competitive strategy and human capital allocation
Building on Porter’s (1980) generic strategies, numerous 
scholars argue that firms primarily pursue two main 
competitive strategies: cost leadership and differentiation 
(e.g., Tavalaei & Santalo, 2019; Wang & Verma, 2012). 

Cost leadership strategy focuses on achieving competitiveness 
by reducing production costs and offering products or 
services at lower prices (Lee et al., 2010). Firms adopting this 
strategy often employ new technology, increase production 
scale or streamline processes to achieve greater economies of 
scale and minimise expenses (Islami et al., 2020). 
Administrative HR practices, such as using contingent 
employees and hourly pay, are also common in cost 
leadership firms (Takeuchi, 2009). Wang and Verma (2012) 
suggest that such firms typically create positions requiring 
routine, generic, and unskilled human capital. 

Conversely, firms pursuing a differentiation strategy aim to 
compete through quality, innovation or unique offerings 
(Knight et al., 2020). These organisations often require skilled 
employees capable of delivering such distinct value 
(Galbreath et al., 2020). Accordingly, they invest in HR 
practices that build human capital value and uniqueness, 
including rigorous selection, developmental appraisals, team 
incentives and competitive pay systems (Arthur, 1992). 
Supporting this view, Lepak et al. (2007) observed that firms 
with a strong innovation focus employed high-involvement 
HR (HIHR) systems more extensively for core employees 
than firms with limited innovation emphasis. Building on 
this, it is predicted:

H3a: �The variability in human capital strategic value will be 
higher in establishments pursuing a differentiation strategy 
than in those pursuing a cost leadership strategy.

H3b: �The variability in human capital uniqueness will be higher 
in establishments pursuing a differentiation strategy than 
in those pursuing a cost leadership strategy.

Union density and human capital allocation
Industrial relations scholars argue that unions play a 
crucial  role in balancing employer and employee interests 
(Osterman, 2011). While unions can facilitate cooperation 
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(Bélanger & Edwards, 2007), they primarily protect employee 
interests because of power imbalances. Empirical evidence 
shows that unionised firms tend to exhibit more collective 
bargaining, employee-oriented practices and industrial 
actions compared to non-unionised counterparts (Benson, 
2000), suggesting that unions influence HR and employment 
systems.

Early ILM theorists proposed that unions help shape 
employment arrangements to protect workers from 
managerial abuse (Bélanger & Edwards, 2007). Osterman’s 
(2011) institutional view reinforces this, portraying unions as 
advocates for member welfare. Recent studies show that 
strong unions can improve pay and working conditions for 
vulnerable workers (Refslund, 2021). Thus, organisations 
with higher union density are more likely to ensure equitable 
treatment for all workers (Cristiani & Peiró, 2015), potentially 
reducing HR differentiation that favours certain employees 
over others:

H4a: �The variability in human capital strategic value will be 
weaker in establishments with higher levels of union 
density compared to those with lower union density.

H4b: �The variability in human capital uniqueness will be weaker 
in establishments with higher levels of union density 
compared to those with lower union density.

Management-employee cooperation and human capital 
allocation
Previous ILM research has explored outcomes like 
cooperation, conflict and negotiation (Edwards et al., 2006). 
Cooperation is particularly critical in reducing conflict and 
fostering harmonious employment relationships (Bacon & 
Blyton, 1999; Bray et al., 2020). High levels of cooperation 
between management and employees are linked to a joint 
commitment to common goals (Deery & Iverson, 2005). 
Social exchange theories further affirm that employees 
tend  to reciprocate the benefits provided by the 
organisation  (Blau, 1964), further enhancing collaboration 
and interdependence (Deery & Iverson, 2005). 

Aligned with Osterman’s (2011) assertion that ILM outcomes 
influence HR practices, it is anticipated that increased 
cooperation between management and employees will result 
in greater investments in employee skills and competencies. 
Cooperation fosters open communication and knowledge 
sharing, enabling employees to learn from one another and 
enhance their skill sets. Based on these insights, I posit:

H5a: �The variability in human capital strategic value will be 
greater in establishments with higher levels of management-
employee cooperation compared to those with lower levels.

H5b: �The variability in human capital uniqueness will be greater 
in establishments with higher levels of management-
employee cooperation compared to those with lower 
levels.

Environmental dynamism and human capital allocation
Businesses are encountering increasingly turbulent 
and  unpredictable environments (Troise et al., 2022). 

Consequently, they are actively exploring innovative 
approaches to foster highly flexible (Kalleberg, 2001) and 
agile (Atkinson et al., 2022) employees. The dynamic business 
landscape makes it difficult for companies to anticipate 
specific employee tasks and roles (Lepak et al., 2003). 

According to the flexible-firm theorists, adaptable employees 
are essential in unpredictable settings (Eyamu et al., 2023; 
Kalleberg, 2001). Katou’s (2021) study supports this, showing 
that environmental dynamism positively influences human 
capital management practices.

Lepak and Snell (1999) proposed that the value and 
uniqueness of human capital evolve with competitive 
conditions, necessitating the strategic movement of 
employees to Quadrant 1 (high strategic value and 
uniqueness). Thus, it is suggested: 

H6a: �The variability in human capital strategic value will 
be  greater in establishments with higher levels of 
environmental dynamism compared to those with lower 
levels.

H6b: �The variability in human capital uniqueness will be 
greater in establishments with higher levels of 
environmental dynamism compared to those with lower 
levels.

Technological opportunities and human capital allocation
Prior studies have highlighted the critical influence of 
technology in shaping optimal HR configurations (Kintana 
et al., 2006). Advanced technologies demand a highly skilled 
workforce, particularly those in knowledge-intensive roles 
(Vrontis et al., 2022). 

Unlike technological uncertainty, which creates 
unpredictability (Garcia-Buendia et al., 2023), technological 
opportunities provide avenues for firms to improve 
performance. Research suggests that technological 
opportunities significantly impact the types of human capital 
and HR systems adopted by firms, prompting them to invest 
in roles that support innovation and knowledge creation 
(Capozza & Divella, 2019).

Zhang-Zhang et al. (2022) theorised that companies facing 
environmental dynamism and technological opportunities 
should invest more in their knowledge workers. Thus, 
companies with more substantial technological opportunities 
are more inclined to develop their employees’ skill sets and 
capabilities to capitalise on business opportunities (Capozza 
& Divella, 2019), driving up both the value and uniqueness of 
their human capital:

H7a: �The variability in human capital strategic value will 
be  greater in establishments with higher levels of 
technological opportunities compared to those with lower 
levels.

H7b: �The variability in human capital uniqueness will be 
greater in establishments with higher levels of 
technological opportunities compared to those with 
lower levels.

http://www.sajbm.org
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Methodology
Sample and procedures
The study investigated contextual factors influencing a 
firm’s HR architecture using data from a telephone survey. 
A sample of 1200 medium and large establishments 
(MLEs) was selected through a simple random sampling 
procedure from an Australian manufacturing businesses 
data file provided by Dunn & Bradstreet, Australia. 
Medium firms employ 20–199 people, while large firms 
have 200 or more (Australian Bureau of Statistics [ABS], 
2002). This focus on MLEs eliminated very small firms 
with less formal HR procedures (Lepak et al., 2003). 

The sample was restricted to senior executives (CEOs, HR 
Directors, Managers, and/or Operations Managers) to ensure 
participants knew human capital characteristics and 
employment arrangements, as supported by prior research 
(Lepak & Snell, 2002; Lepak et al., 2007).

The unit of analysis was the establishment, not the parent 
company, to reduce variability in business (Lepak et al., 
2007) and ensure more reliable HR data (Takeuchi et al., 
2009). Respondents answered questions about a single 
employment arrangement – either the one with the most 
employees or the  one they knew best when multiple 
arrangements were present.

The study returned 200 surveys out of the 1200 invitations 
sent, yielding a 16.7% response rate – consistent with 
similar research (e.g., Lepak & Snell, 2002; Lepak et al., 
2003, 2007). Among the respondents, 50 described 
knowledge-based, 144 job-based and 6 contractual 
employment arrangements. The establishment size was 
1216 employees and the mean age was 5.9 years.

Non-response bias
Consistent with Lineback and Thompson (2010), revenue 
was used as a proxy variable to assess non-response bias, as 
it was available for both responding and non-responding 
establishments. Specifically, the researcher conducted a one-
way ANOVA to compare revenue between responding and 
non-responding establishments (Eyamu, 2019). Data on 
revenue were obtained post-survey from the same Australian 
manufacturing business database. The analysis included 
2300 cases (200 respondents; 2100 non-respondents). Results 
revealed no significant revenue difference at the 0.05 level 
between respondents (M  =  3.96) and non-respondents 
(M = 3.82), F(1, 2298) = 1.60, p  > 0.21.

Additionally, using four-digit Australian Standard Industrial 
Classification (SIC) codes, a Chi-squared test assessed 
industry-level differences, in line with Lepak and Snell 
(2002). The test showed no significant association 
between response status and industry type; χ2(326; 
N  =  2300)  =  219.23; p   >  1.00. These findings confirm the 
sample’s representativeness of the population.

Measures 
To bolster survey validity, all survey items were selected 
from measures previously used in other studies. Multi-item 
measures with 5-point Likert-type anchors were employed 
for all variables, except employment arrangements and 
union density.

Eyamu (2019) defined employment arrangements as follows:

•	 Knowledge-based roles involve developing employees’ 
expertise over time to meet the organisation’s long-term 
strategic needs.

•	 Task-based roles focus on hiring employees for defined 
duties tied to short-term performance goals in goods or 
service production.

•	 Support-staff roles encompass routine, narrowly defined 
jobs that are not central to core production activities.

•	 Alliances refer to collaborative arrangements with 
external parties or subcontractors (e.g., temp agencies) to 
complete specific projects or functions.

Participants specified the percentage of their employees in 
each arrangement and identified at least three positions 
typically filled within the arrangement with the largest share 
of workers. Table 1 presents the job sample. Consistent with 
the observations of Lepak and Snell (2002) and Lepak et al. 
(2007), certain positions were identified under multiple 
employment arrangements, confirming the notion that firms 
may allocate similar positions through different employment 
systems.

Human capital strategic value was measured using a five-
item scale developed by Cabello-Medina et al. (2011). 
Respondents were tasked with indicating their disagreement 
or agreement with statements about the knowledge, skills 
and expertise of employees within the employment 
arrangement that either employed the most people or with 
which they were most familiar. An illustrative item was: 
‘Employees in the [selected] employment arrangement have 
skills that create customer value’.

Human capital uniqueness was evaluated with four items 
utilised by Cabello-Medina et al. (2011). These items 
measured the extent to which the skills held by employees 
in the focal employment arrangement was specialised or 
difficult for competitors to replicate. For instance, 

TABLE 1: Job sample.
Knowledge-based roles Task-based roles Support-staff roles

Managers Professionals Clerical staff
Professionals Sales workers Administrative workers
Sales workers Machinery operators Labourers
Machinery operators Technicians Community workers
Technicians Trade workers Personal service workers
Trade workers Managers -
- Drivers -
- Labourers -

Source: Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. 
Unpublished doctoral dissertation, University of Melbourne, p. 73

http://www.sajbm.org
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‘Employees in the [selected] employment arrangement 
have skills that are not available to our competitors’.

Cost leadership strategy was measured using a three-item 
scale developed by Wang and Verma (2012), including 
‘reducing labour costs’, ‘using part-time, temporary or 
contract workers’ and ‘minimising production and service 
delivery costs’. 

Differentiation strategy was evaluated through four items 
aligned with prior studies (e.g., Lepak et al., 2007; Wang & 
Verma, 2012). An example was: ‘undertaking research and 
development’.

Management-employee cooperation was assessed through 
10 items adapted from Deery and Iverson (2005) and 
Dastmalchian et al. (1989), with wording adjusted to reflect 
joint interaction between management and employees. For 
instance: ‘Management and employees work together to 
make this organisation a better place in which to work’.

Union density was assessed through a single item measure 
consistent with Lepak and Snell (2002) and Wang and Verma 
(2012), asking ‘What proportion of employees in your 
workplace are members of a union?’ Respondents used a 
5-point scale, with options ranging from 1 (20% or less) to 5 
(81% – 100%).

Environmental dynamism was measured using a five-item 
scale from Jansen et al. (2009), with items such as: ‘business 
changes in your local market are intense’.

Technological opportunities were evaluated using four items 
consistent with Eddleston et al. (2008). One such statement is: 
‘opportunities for product innovation are abundant in your 
major industry’.

Control variables
To mitigate potential confounding factors, the author Eyamu 
(2019) considered several controls in the analysis: (1) 
Organisation size was measured as the natural logarithm of 
the number of employees at the establishment (Lepak & Snell, 
2002; Takeuchi, 2009). (2) Establishment age was captured by 
the number of years since the business was founded (Liao et 
al., 2009). (3) Sector type was coded as 1 for private-sector and 
2 for public-sector organisations (Zacharatos et al., 2005). (4) 
Alliance participation was recorded as 1 for establishments 
involved in alliances and 0 for those not involved (Schilke, 
2014). (5) Ownership structure was included to distinguish 
between Australian-owned and foreign-owned entities, 
acknowledging possible variations in HR management across 
domestic and international operations.

Common method variance 
To minimise the risk of common method variance (CMV), 
both procedural and statistical measures were used. Firstly, 

I  carefully designed the study and survey administration, 
rewording certain measurement items to enhance clarity and 
minimise ambiguity. Specifically, the terms job-based and 
contractual employment arrangements were rephrased as 
task-based and support-staff roles, respectively. Additionally, 
I chose a telephone survey methodology, as suggested by 
Podsakoff et al. (2003), to improve item clarity and reduce 
ambiguity.

Secondly, I used shortened versions of the scales to measure 
human capital characteristics (Cf. Cabello-Medina et al., 
2011). Hinkin (1995) suggests that concise survey instruments 
can mitigate bias arising from respondent carelessness or 
fatigue. 

Thirdly, the data were collected from senior executives (e.g., 
HR managers, CEOs, operations managers), who were 
assumed to possess detailed knowledge of their firm’s 
employment practices. This improved the likelihood of 
obtaining informed and credible responses.

Statistical techniques were also applied to assess CMV. 
Harman’s single-factor test was conducted using principal 
component analysis (PCA), where all seven latent constructs 
were loaded with a constraint of one factor (Podsakoff et al., 
2003; Schilke, 2014). The analysis yielded a total variance 
explained of 22.71%, below the threshold commonly 
associated with CMV concerns. Moreover, a confirmatory 
factor analysis (CFA) was conducted to compare the fit of a 
single-factor model against the proposed seven-factor model 
(McFarlin & Sweeney, 1992). The results indicated poor fit for 
the single-factor model: χ2(377)  =  1852.590, p  <  0.001, 
standardised root mean residual (SRMR)  =  0.14, Tucker-
Lewis index (TLI)  =  0.3, incremental fit index (IFI)  = 0.38; 
comparative fit index (CFI) = 0.37, root mean square error of 
approximation (RMSEA) = 0.14. These fit indices support the 
conclusion that CMV does not pose a significant threat to the 
integrity of the data.

Reliability and validity checks
To ensure measurement quality, the reliability and validity 
of all latent constructs were rigorously examined. 
Exploratory factor analysis (EFA) was first conducted to 
check for cross-loading items, followed by reliability testing 
using Cronbach’s alpha (α). All scales achieved acceptable 
internal consistency, with α values ranging from 0.75 to 
0.88, surpassing the 0.70 benchmark recommended by Hair 
et al. (2014a).

Convergent and discriminant validity were also assessed. 
Composite reliability (CR) and average variance extracted 
(AVE) were calculated for each scale. As suggested by Hair 
et al. (2014a), CR values above 0.70 and AVE scores exceeding 
0.50 are indicative of adequate convergent validity. All 
constructs met these criteria.

Discriminant validity was verified using the Fornell-Larcker 
criterion (Fornell & Larcker, 1981; Hair et al., 2014b). The 
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AVE for each construct was greater than the squared 
correlations with other constructs, supporting distinctiveness 
among the measures. These results, summarised in Table 2, 
confirm that the measurement model is both reliable and 
valid.

Data analysis strategy
I further examined the measurement model’s robustness 
and  distinctiveness through CFA. As per Bentler’s (1990) 
guidelines, a well-fitting model should exhibit TLI, IFI and 
CFI values exceeding 0.9. Additionally, for the SRMR and the 
RMSEA, values below 0.08 were considered indicative of a 
favourable model fit.

To analyse the hypotheses, I employed ANOVA and 
ANCOVA. However, for H1 and H2, independent samples 
t tests were also conducted to compare the levels of strategic 
value and uniqueness of human capital across different 
employment arrangements.

Ethical considerations
Ethical clearance to conduct this study was obtained from the 
University of Melbourne Business and Economics Human 
Ethics Advisory Group (No. 1545154.1). Participation was 
voluntary, confidential and anonymous.

Results 
Measurement model 
Results from the CFA indicated a good model fit: 
χ2  (356)  =  553.498, p  <  0.001, SRMR  =  0.06, TLI  =  0.90, 
IFI  =  0.92, CFI  =  0.92 and RMSEA  =  0.05. These indices 
support the distinctiveness and adequacy of the 
measurement model.

Descriptive statistics
Based on the results from CFA, composite scores for each 
latent construct were computed. Bivariate correlations are 
presented in Table 3. The mean score for human capital 
value was 3.79, while that of human capital uniqueness was 
2.67. Human capital value showed a positive correlation 
with human capital uniqueness (r  =  0.38**, p  <  0.01). 
Furthermore, knowledge-based employment was positively 
correlated with both human capital value (r  =  0.39**, 
p  <  0.01) and uniqueness (r  =  0.21**, p  <  0.01), consistent 
with the hypotheses. 

Tests of main effects (H1 and H2)
H1 predicted that human capital with high strategic value 
would be assigned to knowledge-based and job-based 
positions, while human capital with lower strategic value 
would be directed towards contract work and alliances. 
The  ANCOVA results, summarised in Table 4, indicated 
significant differences in strategic value across employment 
arrangements (F  =  20.01, p  <  0.001). An independent 

samples t test revealed a significant difference between 
knowledge-based and support-staff roles (Mdifference = 
0.52, t = 2.72, p < 0.01). However, contrary to the hypothesis, 
a significant difference was also found between knowledge-
based and task-based roles (Mdifference  =  0.81; t  =  7.33; 
p  <  0.001). However, no significant difference emerged 
between task-based and support-staff roles 
(Mdifference = −0.30; t = −0.96; p  > 0.34). These findings 
offer partial support for H1.

H2 posited that human capital with a higher degree of 
uniqueness would be directed towards alliances and 
knowledge-based roles, while lower uniqueness would be 
associated with contract and job-based roles. The ANCOVA 
results presented in Table 4 showed significant differences in 
means for human capital uniqueness (F  =  5.35, p  <  0.01). 
Knowledge-based roles exhibited the highest mean uniqueness, 
followed by support-staff roles, and the lowest in task-based 
roles. As hypothesised, the t test revealed significant differences 
between knowledge-based and task-based roles 
(Mdifference  =  0.53; t  =  3.41, p  <  0.001); and no significant 
difference between task-based and support-staff roles 
(Mdifference  =  −0.36; t  =  −0.95, p   >  0.35). However, the 
difference between knowledge-based and support-staff roles 
was not significant (Mdifference  =  0.17, t  =  0.39, p   >  0.70), 
providing partial support for H2.

Hypotheses 3a and 3b tests
To examine whether establishments pursuing a differentiation 
strategy allocate more strategically valuable and unique 
human capital than those focused on cost leadership (H3a and 
H3b), a two-way factorial ANOVA was conducted using a 
median split approach. Results showed that the differentiation 
strategy was significantly associated with higher levels of 
human capital strategic value (F[1, 190] = 10.30, p < 0.01) and 
uniqueness (F[1, 191]  =  13.81, p  <  0.001). In contrast, cost 
leadership strategy did not significantly affect human capital 
strategic value (F[1, 190] = 0.09, p > 0.77) or uniqueness (F[1, 
191]= 0.47, p   >  0.49). Effect size estimates (η2) showed that 
5.1% and 6.7% of the variance in human capital strategic value 
and uniqueness respectively, were explained by differentiation 
strategy. This suggests that differentiation strategy significantly 
influences human capital strategic value and uniqueness 
compared to cost leadership strategy, thereby confirming 
support for H3a and H3b.

TABLE 2: Discriminant validity analysis (N = 200).
No. Variable 1 2 3 4 5 6 7

1 Value 0.54 - - - - - -
2 Uniqueness 0.15 0.65 - - - - -
3 Employee-management 

cooperation
0.03 0.04 0.56 - - - -

4 Technological 
opportunities

0.08 0.09 0.04 0.59 - - -

5 Differentiation strategy 0.08 0.05 0.08 0.16 0.53 - -
6 Cost leadership strategy 0.01 0.00 0.00 0.00 0.06 0.75 -
7 Environmental dynamism 0.02 0.01 0.04 0.11 0.19 0.04 0.53

Source: Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. 
Unpublished doctoral dissertation, University of Melbourne, p. 86
Note: Bold values along the diagonal represent the average variance extracted, while the 
values beneath the diagonal indicate the squared correlations between constructs.
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Hypotheses 4a to 7b tests
To analyse the effect of contextual factors on a firm’s 
HR architecture, Lepak et al.’s (2007) median split approach 
was utilised, categorising union density, management-
employee cooperation, environmental dynamism and 
technological opportunities. The results are outlined in 
Table 5.

For union density, the ANCOVA results indicated a 
significantly lower strategic value of human capital in 
establishments with higher union density (F = 5.55, p < 0.05), 
confirming H4a. However, while uniqueness was lower in 
high union density settings, the difference was not statistically 
significant (F = 0.04, p  > 0.85), contrary to H4b.

Concerning management-employee cooperation, establishments 
with higher levels of cooperation exhibited marginally 
higher strategic value of human capital (F = 3.29, p < 0.10) 
and significantly greater uniqueness (F  =  7.25, p  <  0.01). 
These results partially support H5a (at p < 0.10) and confirm 
H5b.

Intriguingly, while the strategic value and uniqueness of 
human capital were higher in more dynamic environments, 
these differences were not statistically significant (strategic 
value: F = 2.23, p  > 0.13; uniqueness: F = 1.15, p  > 0.29). Thus, 
H6a and H6b are not supported.

Last but not least, establishments reporting greater 
technological opportunities had significantly higher levels 
of both strategic value (F = 10.69, p < 0.001) and uniqueness 
(F = 14.10, p < 0.001) of human capital. These findings provide 
strong support for H7a and H7b.

Additional analyses
I consolidated support and task-based roles into a single 
category termed ‘less knowledge-intensive’ employment, 
and conducted ANOVA to compare this with knowledge-
based roles on human capital strategic value and uniqueness. 
Results showed that knowledge-based roles had significantly 
higher strategic value (M  =  4.39) than less knowledge-
intensive roles (M  =  3.59, F  =  52.54, p  <  0.001). Similarly, 
knowledge-based roles also scored higher on uniqueness 
(M  =  3.06) compared to less knowledge-intensive roles 
(M = 2.54, F = 11.14, p < 0.001). 

Discussion
This study aimed to examine the contextual factors shaping 
an organisation’s HR architecture. It initially sought to 
validate the HR architecture framework by investigating 
differences in human capital characteristics across different 
employment arrangements. Subsequently, it explored 
how  contextual factors like firm strategy, union density, 
management-employee cooperation, environmental 
dynamism and technological opportunities influence 
variations in human capital characteristics.TA
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In line with Lepak and Snell (2002), the results indicate that 
employment arrangements differ depending on the 
associated human capital characteristics. Knowledge-based 
roles consistently demonstrated higher strategic value and 
uniqueness. Surprisingly, job-based employment was 
associated with significantly lower human capital strategic 
value compared to knowledge-based arrangements, with no 
significant difference from contractual roles. This suggests 
Australian manufacturing firms differentiate core knowledge 
roles from job-based roles, supported by a strong negative 
correlation between knowledge-based and task-based roles 
(r = –0.93**, p < 0.01). 

The study also shows that an organisation’s strategy affects 
human capital characteristics. Specifically, manufacturing 
firms that prioritise differentiation tend to have more unique 
and valuable human capital than those that prioritise cost 
reduction. This aligns with the job-based model, suggesting 
that a firm’s competitive strategy determines the strategic 
importance of different roles (Becker & Huselid, 2006). 
Additionally, the research reveals that a higher union density 
mitigates disparities in human capital value, reflecting the 
influence of unions on workplace practices and collective 
bargaining agreements (Cristiani & Peiró, 2015).

Moreover, workplaces with greater management-employee 
cooperation exhibited strategically valuable and unique 
human capital, indicating a preference for knowledge roles 
in such collaborative environments. This finding corroborates 
earlier studies in the field of industrial and employee relations 
(Deery & Iverson, 2005; Bray et al., 2020). 

Similarly, technological opportunities were found to 
significantly influence human capital characteristics. This 
suggests that workplaces exposed to more technological 
opportunities are more likely to invest in knowledge roles to 

generate innovative capabilities (Eddleston et al., 2008). 
However, environmental dynamism did not significantly 
influence human capital characteristics. Nonetheless, this 
should not be interpreted to mean that firms are static. 
Rather, the findings highlight how intricately organisations 
respond to changing environments. Some may pursue short-
term flexibility strategies, while others adjust gradually 
through incremental HR reconfigurations. Thus, while 
certain contextual factors like technological shifts prompt 
immediate HR investments, others, such as environmental 
uncertainty, may elicit adaptive responses over time that are 
not always linear or measurable in cross-sectional analyses.

Theoretical implications
The study challenges the assumption that human capital in 
knowledge-based and job-based roles always holds more 
strategic value than that in contractual arrangements (Lepak 
& Snell, 1999, 2002). Firstly, the findings reveal that 
organisations may draw sharper distinctions between 
core  knowledge roles and others, pointing to a more 
deliberate use of employment arrangements to achieve 
competitive advantage. 

Secondly, the findings imply that the HR architecture 
and  job-based models are complementary. While the job-
based model links differentiation to strategic capabilities 
contained within jobs (Becker & Huselid, 2006), the HR 
architecture emphasises the strategic value and uniqueness 
of human capital for differentiation (Lepak & Snell, 2002). 
This implies that determining a firm’s competitive strategy 
should be the starting point for differentiation (Lepak et al., 
2007; Tavalaei & Santalo, 2019). Also, the realisation that 
differentiation-focused enterprises tend to have more unique 
and valuable human capital than cost leadership firms can 
guide strategic decision-making in organisations. 

TABLE 5: Analysis of covariance results of the study.
Description‡ Strategic value of jobs Uniqueness of jobs

High Low F-Values High Low F-Values

Mean SD N Mean SD N Mean SD N Mean SD N

Union density 3.41 0.67 28 3.81 0.69 58 5.55* 2.49 0.81 28 2.54 0.89 59 0.04
Mgt-employee 
cooperation 

3.93 0.75 81 3.70 0.75 118 3.29† 2.91 1.12 82 2.50 0.82 118 7.25**

Environmental 
dynamism 

3.71 0.78 100 3.87 0.74 99 2.23 2.61 0.96 100 2.72 0.99 100 1.15

Technological 
opportunities 

3.96 0.72 96 3.63 0.76 103 10.69*** 2.90 1.04 97 2.45 0.85 103 14.10***

Source: Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. Unpublished doctoral dissertation, University of Melbourne, p. 97
SD, standard deviation; Mgt, management.
*, p < 0.05; **, p < 0.01; ***, p < 0.001; †, p < 0.10. 
‡, Controlling for establishment size (ln); age; public or private; alliances; and whether the establishment is Australian or foreign-owned. 

TABLE 4: Human capital characteristics under the three employment arrangements.
Human capital Control variables†

ANCOVA F
Knowledge-based roles Task-based roles Support-staff roles R2 for the 

overall modelMean SD N Mean SD N Mean SD N

Value 20.01 4.39 0.40 50 3.58 0.75 143 3.88 0.70 6 0.22***
Uniqueness 5.35 3.06 1.02 50 2.52 0.93 144 2.89 0.89 6 0.08**

Source: Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. Unpublished doctoral dissertation, University of Melbourne, p. 89
SD, standard deviation.
*, p < 0.05; **, p < 0.01.
†, Controlling for establishment size (ln), age, public or private, alliances and whether the establishment is Australian or foreign-owned.
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Thirdly, the findings corroborate the notion that 
businesses function in dynamic contexts in which 
contextual factors change. Therefore, employment 
systems should not be viewed as static templates but as 
flexible architectures that adapt over time. It also lends 
support to the notion that HR configurations are part of 
an ongoing strategic alignment process, responsive to 
both internal capabilities and external pressures (Wright 
& Snell, 1998).

This study also emphasises that contextual factors are crucial 
in predicting variations in human capital characteristics. 
Rather than categorising certain employment arrangements 
as inherently superior, the study suggests that firms should 
tailor their employment systems based on the specific 
contextual factors they face. For instance, the role of unions 
(Barth et al., 2020) and management and employee 
cooperation (De Prins et al., 2020) can significantly influence 
human capital allocation, highlighting the need for adaptive 
and context-specific HR systems (Cooke et al., 2021). 

Practical implications
The study’s findings emphasise the significance of context-
specific decision-making in HR and employment systems, 
providing crucial insights for managers. Specifically, 
managers are advised to exercise caution when imitating 
or benchmarking HR and employment systems from other 
firms. By carefully analysing their organisation’s 
competitive strategy, managers and HR specialists are 
encouraged to determine whether a function is strategic or 
non-strategic (Huselid & Becker, 2011). This approach 
enables the creation of value-driven organisational 
architectures customised to the organisational needs and 
goals. 

More importantly, although human capital attributes 
influence the choice of employment arrangements, 
comprehending the circumstances under which firms 
distinguish their workforce is equally vital. For example, the 
positive association between higher levels of management-
employee cooperation and strategically valuable and unique 
human capital emphasises the importance of collaborative 
workplace interactions. Thus, organisations seeking to 
enhance their human capital may explore strategies that 
foster cooperation between management and employees. 
Similarly, organisations exposed to technological opportunities 
are more likely to invest in knowledge roles to enhance their 
human capital characteristics. 

Finally, this study encourages managers to view HR 
architecture as a flexible framework that evolves with 
changing conditions. As firms face increasing external 
complexity and uncertainty, their employment systems must 
be designed not just for current alignment but also for 
adaptive capacity. Therefore, firms need to reconfigure their 
workforce in response to emerging challenges and 
opportunities. 

Limitations and future research directions
The study, while contributing valuable insights, has 
some limitations. Firstly, the uneven distribution of 
participants across different employment arrangements 
raises concerns about the study’s statistical power. The 
small sample size for support-staff employment 
arrangements is acknowledged as being insufficient for 
robust analysis. Future research in the manufacturing 
sector should aim for more balanced representation 
across various employment arrangements to enhance the 
generalisability of results.

Secondly, the exclusion of alliances because of the 
absence of information regarding human capital attributes 
is a limitation. This omission restricts the study’s 
comprehensiveness and opens the door for more research 
in industries where partnerships are more integral to 
business operations, to test the full applicability of the HR 
architecture framework.

Thirdly, data collection from a single respondent for each 
establishment introduces the possibility of single-source bias. 
Despite efforts to minimise the potential for CMV, future 
research could mitigate this by incorporating multiple data 
sources from each establishment, enhancing the robustness 
and reliability of the findings.

Finally, the study focused on key contextual factors outlined 
by ILM theory, the flexible-firm model and the job-based 
model. However, this limited scope does not reflect the full 
spectrum of contingencies influencing human capital 
characteristics. Future research, inspired by the Contingency 
Theory (Jackson & Schuler, 1995), could explore additional 
contextual factors to gain a more complete picture of the 
complexities in HR architecture.

Conclusion
While the HR architecture framework highlights the need to 
tailor HR systems to match human capital strategic 
importance and distinctiveness (Lepak & Snell, 2002; Luo 
et al., 2021), it falls short of fully accounting for the influence 
of contextual factors on these dynamics. This study fills this 
knowledge gap by underscoring the evolving nature of 
HRM and the importance of incorporating contextual 
factors into the development of HR systems. The findings 
demonstrate that human capital’s strategic value and 
uniqueness can vary significantly depending on factors 
such as differentiation strategy, employee-management 
collaboration and technological opportunities. This 
reinforces the view that HR systems should not be seen as 
static prescriptions but as adaptive configurations that 
evolve alongside organisational priorities and external 
pressures. Therefore, organisations are encouraged to adopt 
a flexible and adaptive approach, continually aligning 
workforce strategies with the changing circumstances of 
technological change, labour relations and market demands, 
among others.

http://www.sajbm.org


Page 11 of 12 Original Research

http://www.sajbm.org Open Access

Acknowledgements
The realisation of this article was made possible by the 
invaluable contributions of individuals who, despite not 
meeting the criteria for authorship, played pivotal roles in its 
development. I express sincere gratitude to my PhD 
supervisors, Professor Peter Gahan and Professor Bill Harley 
of the Department of Management and Marketing, Faculty of 
Business and Economics at the University of Melbourne. 
Their guidance, constructive criticisms and scholarly 
discussions, especially during the writing of the original 
manuscript, form the bedrock from which this article is 
derived. Their collective efforts have left an indelible mark 
on the substance and quality of this work.

This article is partially based on the author, S.E.’s PhD thesis 
entitled, ‘Antecedents and Consequences of Human Resource 
Differentiation’, towards the degree of Doctor of Philosophy 
in the Department of Management and Marketing, The 
University of Melbourne, Australia with supervisors 
Professor Peter Gahan and Professor Bill Harley, received 
February 2019. It is available here: http://hdl.handle.
net/11343/220503.

Competing interests
The author declares that no financial or personal relationships 
inappropriately influenced the writing of this article.

Author’s contributions
S.E. is the sole author of this research article.

Funding information
This research received no specific grant from any funding 
agency in the public, commercial or not-for-profit sectors.

Data availability
The data that support the findings of this study are available 
from the corresponding author, S.E., upon reasonable request.

Disclaimer
The views and opinions expressed in this article are those of 
the author and are the product of professional research. They 
do not necessarily reflect the official policy or position of any 
affiliated institution, funder, agency or the publisher. The 
author is responsible for this article’s results, findings and 
content.

References
Akanpaaba, P.A., Agyapong, A., Mensah, H.K., & Akomea, S.Y. (2022). Social capital and 

firm performance nexus: The role of new product development capability and 
environmental dynamism in an emerging economy. Africa Journal of Management, 
8(4), 453–480. https://doi.org/10.1080/23322373.2022.2106920

Arthur, J.B. (1992). The link between business strategy and industrial relations systems 
in American steel minimills. Industrial & Labor Relations Review, 45(3), 488–506. 
https://doi.org/10.1177/001979399204500306

Atkinson, J. (1984). Manpower strategies for flexible organisations. Personnel 
Management, 16(8), 28–31. 

Atkinson, P., Hizaji, M., Nazarian, A., & Abasi, A. (2022). Attaining organisational agility 
through competitive intelligence: The roles of strategic flexibility and 
organisational innovation. Total Quality Management & Business Excellence, 
33(3–4), 297–317. https://doi.org/10.1080/14783363.2020.1842188

Australian Bureau of Statistics (ABS). (2002). 1321.0 Small Business in Australia, 2001. 
Retrieved from https://www.abs.gov.au/AUSSTATS/abs@.nsf/mf/1321.0

Bacon, N., & Blyton, P. (1999). Co-operation and conflict in industrial relations: What 
are the implications for employees and trade unions?. International Journal of 
Human Resource Management, 10(4), 638–654. https://doi.org/10.1080/​
095851999340314

Barney, J.B., & Wright, P.M. (1998). On becoming a strategic partner: The role of 
human resources in gaining competitive advantage. Human Resource 
Management, 37(1), 31–46. https://doi.org/10.1002/(SICI)1099-050X(199821)37:​
1<31::AID-HRM4>3.0.CO;2-W

Barth, E., Bryson, A., & Dale-Olsen, H. (2020). Union density effects on productivity 
and wages. Economic Journal, 130(631), 1898–1936. https://doi.org/10.1093/ej/
ueaa048

Becker, B.E., & Huselid, M.A. (2006). Strategic human resources management: Where 
do we go from here?. Journal of Management, 32(6), 898–925. https://doi.
org/10.1177/0149206306293668

Bélanger, J., & Edwards, P. (2007). The conditions promoting compromise in the 
workplace. British Journal of Industrial Relations, 45(4), 713–734. https://doi.
org/10.1111/j.1467-8543.2007.00643.x

Benson, J. (2000). Employee voice in union and non-union Australian workplaces. 
British Journal of Industrial Relations, 38(3), 453–459.

Bentler, P.M. (1990). Comparative fit indexes in structural models. Psychological 
Bulletin, 107(2), 238. https://doi.org/10.1037/0033-2909.107.2.238

Blau, P.M. (1964). Exchange and power in social life. John Wiley and Sons, Inc.

Bray, M., Budd, J.W., & Macneil, J. (2020). The many meanings of co‐operation in the 
employment relationship and their implications. British Journal of Industrial 
Relations, 58(1), 114–141. https://doi.org/10.1111/bjir.12473

Cabello-Medina, C., López-Cabrales, Á., & Valle-Cabrera, R. (2011). Leveraging the 
innovative performance of human capital through HRM and social capital in 
Spanish firms. International Journal of Human Resource Management, 22(4), 
807–828. https://doi.org/10.1080/09585192.2011.555125

Capozza, C., & Divella, M. (2019). Human capital and firms’ innovation: Evidence 
from emerging economies. Economics of Innovation and New Technology, 28(7), 
741–757. https://doi.org/10.1080/10438599.2018.1557426

Cooke, F.L., Xiao, M., & Chen, Y. (2021). Still in search of strategic human resource 
management? A review and suggestions for future research with China as an 
example. Human Resource Management, 60(1), 89–118. https://doi.org/10.1002/
hrm.22029

Cristiani, A., & Peiró, J.M. (2015). Human resource function strategic role and trade 
unions: Exploring their impact on human resource management practices in 
Uruguayan firms. International Journal of Human Resource Management, 26(3), 
381–400. https://doi.org/10.1080/09585192.2014.925946

Dastmalchian, A., Blyton, P., & Adamson, R. (1989). Industrial relations climate: 
Testing a construct. Journal of Occupational Psychology, 62(1), 21–32. https://doi.
org/10.1111/j.2044-8325.1989.tb00474.x

Deery, S.J., & Iverson, R.D. (2005). Labor-management cooperation: Antecedents and 
impact on organizational performance. Industrial & Labor Relations Review, 58(4), 
588–609. https://doi.org/10.1177/001979390505800404

De Prins, P., Stuer, D., & Gielens, T. (2020). Revitalizing social dialogue in the workplace: 
The impact of a cooperative industrial relations climate and sustainable HR 
practices on reducing employee harm. International Journal of Human Resource 
Management, 31(13), 1684–1704. https://doi.org/10.1080/09585192.2017.1423
098

Doeringer, P.B., & Piore, M.J. (1971). Internal labor markets and manpower analysis. 
D.C. Heath and Company.

Eddleston, K.A., Kellermanns, F.W., & Sarathy, R. (2008). Resource configuration in 
family firms: Linking resources, strategic planning and technological opportunities 
to performance. Journal of Management Studies, 45(1), 26–50. https://doi.
org/10.1111/j.1467-6486.2007.00717.x

Edwards, P., Bélanger, J., & Wright, M. (2006). The bases of compromise in the 
workplace: A theoretical framework. British Journal of Industrial Relations, 44(1), 
125–145. https://doi.org/10.1111/j.1467-8543.2006.00490.x

Eyamu, S. (2019). Antecedents and consequences of human resource differentiation. 
Unpublished doctoral dissertation, University of Melbourne.

Eyamu, S., Wanyama, S.B., & Ayebale, D. (2023). Leveraging differentiated human 
resource systems to foster workplace creativity: A conceptual framework. Journal 
of Applied Business & Economics, 25(6), 256–272. https://doi.org/10.33423/jabe.
v25i6.6638

Fornell, C., & Larcker, D.F. (1981). Evaluating structural equation models with 
unobservable variables and measurement error. Journal of Marketing Research, 
18(1), 39–50. https://doi.org/10.1177/002224378101800313

Galbreath, J., Lucianetti, L., Thomas, B., & Tisch, D. (2020). Entrepreneurial orientation 
and firm performance in Italian firms: The moderating role of competitive 
strategy. International Journal of Entrepreneurial Behavior & Research, 26(4), 
629–646. https://doi.org/10.1108/IJEBR-07-2019-0457

Garcia-Buendia, N., Moyano-Fuentes, J., Maqueira, J.M., & Avella, L. (2023). The lean 
supply chain management response to technology uncertainty: Consequences 
for  operational performance and competitiveness. Journal of Manufacturing 
Technology Management, 34(1), 67–86.

http://www.sajbm.org
http://hdl.handle.net/11343/220503
http://hdl.handle.net/11343/220503
https://doi.org/10.1080/23322373.2022.2106920
https://doi.org/10.1177/001979399204500306
https://doi.org/10.1080/14783363.2020.1842188
https://www.abs.gov.au/AUSSTATS/abs
https://doi.org/10.1080/095851999340314
https://doi.org/10.1080/095851999340314
https://doi.org/10.1002/(SICI)1099-050X(199821)37:1<31::AID-HRM4>3.0.CO;2-W
https://doi.org/10.1002/(SICI)1099-050X(199821)37:1<31::AID-HRM4>3.0.CO;2-W
https://doi.org/10.1093/ej/ueaa048
https://doi.org/10.1093/ej/ueaa048
https://doi.org/10.1177/0149206306293668
https://doi.org/10.1177/0149206306293668
https://doi.org/10.1111/j.1467-8543.2007.00643.x
https://doi.org/10.1111/j.1467-8543.2007.00643.x
https://doi.org/10.1037/0033-2909.107.2.238
https://doi.org/10.1111/bjir.12473
https://doi.org/10.1080/09585192.2011.555125
https://doi.org/10.1080/10438599.2018.1557426
https://doi.org/10.1002/hrm.22029
https://doi.org/10.1002/hrm.22029
https://doi.org/10.1080/09585192.2014.925946
https://doi.org/10.1111/j.2044-8325.1989.tb00474.x
https://doi.org/10.1111/j.2044-8325.1989.tb00474.x
https://doi.org/10.1177/001979390505800404
https://doi.org/10.1080/09585192.2017.1423098
https://doi.org/10.1080/09585192.2017.1423098
https://doi.org/10.1111/j.1467-6486.2007.00717.x
https://doi.org/10.1111/j.1467-6486.2007.00717.x
https://doi.org/10.1111/j.1467-8543.2006.00490.x
https://doi.org/10.33423/jabe.v25i6.6638
https://doi.org/10.33423/jabe.v25i6.6638
https://doi.org/10.1177/002224378101800313
https://doi.org/10.1108/IJEBR-07-2019-0457


Page 12 of 12 Original Research

http://www.sajbm.org Open Access

Hair, J.F., Black, W.C., Babin, B.J., & Anderson, R.E. (2014a). Multivariate data Analysis: 
Pearson new international edition (7th ed.). Pearson Prentice Hall.

Hair, J.F., Jr., Sarstedt, M., Hopkins, L., & Kuppelwieser, V.G. (2014b). Partial least 
squares structural equation modeling (PLS-SEM): An emerging tool in business 
research. European Business Review, 26(2), 106–121. https://doi.org/10.1108/
EBR-10-2013-0128

Heredia, J., Castillo-Vergara, M., Geldes, C., Gamarra, F.M.C., Flores, A., & Heredia, W. 
(2022). How do digital capabilities affect firm performance? The mediating role 
of technological capabilities in the ‘new normal’. Journal of Innovation & 
Knowledge, 7(2), 100171. https://doi.org/10.1016/j.jik.2022.100171

Hinkin, T.R. (1995). A review of scale development practices in the study of 
organizations. Journal of Management, 21(5), 967–988. https://doi.org/10.1177/​
014920639502100509

Huselid, M.A., & Becker, B.E. (2011). Bridging micro and macro domains: Workforce 
differentiation and strategic human resource management. Journal of 
Management, 37(2), 421–428. https://doi.org/10.1177/0149206310373400

Islami, X., Mustafa, N., & Topuzovska Latkovikj, M. (2020). Linking Porter’s generic 
strategies to firm performance. Future Business Journal, 6(1), 1–15. https://doi.
org/10.1186/s43093-020-0009-1

Jackson, S.E., & Schuler, R.S. (1995). Understanding human resource management in 
the context of organizations and their environments. Annual Review of Psychology, 
46(1), 237. https://doi.org/10.1146/annurev.ps.46.020195.001321

Jansen, J.J., Vera, D., & Crossan, M. (2009). Strategic leadership for exploration and 
exploitation: The moderating role of environmental dynamism. Leadership 
Quarterly, 20(1), 5–18. https://doi.org/10.1016/j.leaqua.2008.11.008

Kalleberg, A.L. (2001). Organizing flexibility: The flexible firm in a new century. British 
Journal of Industrial Relations, 39(4), 479. https://doi.org/10.1111/1467-8543.​
00211

Katou, A.A. (2021). Building a multilevel integrated framework of ambidexterity: The 
role of dynamically changing environment and human capital management in the 
performance of Greek firms. Global Business and Organizational Excellence, 
40(6), 17–27. https://doi.org/10.1002/joe.22131

Kintana, M.L., Alonso, A.U., & Olaverri, C.G. (2006). High-performance work systems 
and firms’ operational performance: The moderating role of technology. 
International Journal of Human Resource Management, 17(1), 70–85. https://doi.
org/10.1080/09585190500366466

Knight, G., Moen, Ø., & Madsen, T.K. (2020). Antecedents to differentiation strategy in 
the exporting SME. International Business Review, 29(6), 101740. https://doi.
org/10.1016/j.ibusrev.2020.101740

Lee, F.-H., Lee, T.-Z., & Wu, W.-Y. (2010). The relationship between human resource 
management practices, business strategy and firm performance: Evidence from 
steel industry in Taiwan. International Journal of Human Resource Management, 
21(9), 1351–1372. https://doi.org/10.1080/09585192.2010.​488428

Lepak, D.P., & Snell, S.A. (1999). The human resource architecture: Toward a theory of 
human capital allocation and development. Academy of Management Review, 
24(1), 31–48. https://doi.org/10.2307/259035

Lepak, D.P., & Snell, S.A. (2002). Examining the human resource architecture: The 
relationships among human capital; employment; and human resource 
configurations. Journal of Management, 28(4), 517–543. https://doi.org/10.1177/​
014920630202800403

Lepak, D.P., Takeuchi, R., & Snell, S.A. (2003). Employment flexibility and firm 
performance: Examining the interaction effects of employment mode, 
environmental dynamism, and technological intensity. Journal of Management, 
29(5), 681–703. https://doi.org/10.1016/S0149-2063_03_00031-X

Lepak, D.P., Taylor, M.S., Tekleab, A.G., Marrone, J.A., & Cohen, D.J. (2007). An 
examination of the use of high-investment human resource systems for core and 
support employees. Human Resource Management, 46(2), 223–246. https://doi.
org/10.1002/hrm.20158

Liao, H., Toya, K., Lepak, D.P., & Hong, Y. (2009). Do they see eye to eye? Management 
and employee perspectives of high-performance work systems and influence 
processes on service quality. Journal of Applied Psychology, 94(2), 371. https://
doi.org/10.1037/a0013504

Lineback, J.F., & Thompson, K.J. (2010). Conducting nonresponse bias analysis for 
business surveys. In Proceedings of the American Statistical Association, 1–5 
August 2010 (pp. 317–331). Government Statistics Section.

Luo, B.N., Sun, T., Lin, C.-H., Luo, D., Qin, G., & Pan, J. (2021). The human resource 
architecture model: A twenty-year review and future research directions. 
International Journal of Human Resource Management, 32(2), 241–278. https://
doi.org/10.1080/09585192.2020.1787486

Mayrhofer, W., Gooderham, P.N., & Brewster, C. (2021). Context and HRM: Theory, 
evidence, and proposals. International Studies of Management and Organization, 
49(4), 355–371. https://doi.org/10.4324/9781003168461-2

McFarlin, D.B., & Sweeney, P.D. (1992). Distributive and procedural justice as 
predictors of satisfaction with personal and organizational outcomes. 
Academy of Management Journal, 35(3), 626–637. https://doi.
org/10.2307/256489

Nieto-Aleman, P.A., Ulrich, K., Guijarro-García, M., & Pagán-Castaño, E. (2023). Does 
talent management matter? Talent management and the creation of competitive 
and sustainable entrepreneurship models. International Entrepreneurship and 
Management Journal, 19(3), 1055–1068. https://doi.org/10.1007/s11365-023-
00833-w

Osterman, P. (2011). Institutional labor economics, the new personnel economics; 
and internal labor markets: A reconsideration. Industrial & Labor Relations 
Review, 64(4), 637–653. https://doi.org/10.1177/001979391106400401

Pitelis, C.N., Teece, D.J., & Yang, H. (2023). Dynamic capabilities and MNE global 
strategy: A systematic literature review‐based novel conceptual framework. 
Journal of Management Studies, 61(7), 3295–3326. https://doi.org/10.1111/
joms.13021

Podsakoff, P.M., MacKenzie, S.B., Lee, J.-Y., & Podsakoff, N.P. (2003). Common method 
biases in behavioral research: A critical review of the literature and recommended 
remedies. Journal of Applied Psychology, 88(5), 879. https://doi.org/10.1037/0021-
9010.88.5.879

Porter, M.E. (1980). Competitive strategy: Techniques for analyzing industry and 
competitors. Free Press.

Refslund, B. (2021). When strong unions meet precarious migrants: Building trustful 
relations to unionise labour migrants in a high union-density setting. Economic 
and Industrial Democracy, 42(2), 314–335. https://doi.org/10.1177/0143831X​
18760989

Rožman, M., Tominc, P., & Štrukelj, T. (2023). Competitiveness through development 
of strategic talent management and agile management ecosystems. Global 
Journal of Flexible Systems Management, 24(3), 373–393. https://doi.org/​
10.1007/s40171-023-00344-1

Sahibzada, U.F., Jianfeng, C., Latif, K.F., Shafait, Z., & Sahibzada, H.F. (2022). Interpreting 
the impact of knowledge management processes on organizational performance 
in Chinese higher education: Mediating role of knowledge worker productivity. 
Studies in Higher Education, 47(4), 713–730. https://doi.org/10.1080/03075079.2
020.1793930

Schilke, O. (2014). On the contingent value of dynamic capabilities for competitive 
advantage: The nonlinear moderating effect of environmental dynamism. 
Strategic Management Journal, 35(2), 179–203. https://doi.org/10.1002/
smj.2099

Takeuchi, N. (2009). How Japanese manufacturing firms align their human resource 
policies with business strategies: Testing a contingency performance prediction 
in a Japanese context. International Journal of Human Resource Management, 
20(1), 34–56. https://doi.org/10.1080/09585190802528227

Takeuchi, R., Chen, G., & Lepak, D.P. (2009). Through the looking glass of a social 
system: Cross‐level effects of high‐performance work systems on employees’ 
attitudes. Personnel Psychology, 62(1), 1–29. https://doi.org/10.1111/j.1744-6570.​
2008.01127.x

Tavalaei, M.M., & Santalo, J. (2019). Pure versus hybrid competitive strategies in the 
airport industry. Transportation Research Part a: Policy and Practice, 124, 
444–455. https://doi.org/10.1016/j.tra.2019.04.015

Troise, C., Corvello, V., Ghobadian, A., & O’Regan, N. (2022). How can SMEs successfully 
navigate VUCA environment: The role of agility in the digital transformation era. 
Technological Forecasting and Social Change, 174, 121227. https://doi.
org/10.1016/j.techfore.2021.121227

Vrontis, D., Christofi, M., Pereira, V., Tarba, S., Makrides, A., & Trichina, E. (2022). 
Artificial intelligence, robotics, advanced technologies and human resource 
management: A systematic review. International Journal of Human Resource 
Management, 33(6), 1237–1266. https://doi.org/10.1080/09585192.2020.18
71398

Wang, J., & Verma, A. (2012). Explaining organizational responsiveness to work‐life 
balance issues: The role of business strategy and high‐performance work systems. 
Human Resource Management, 51(3), 407–432. https://doi.org/10.1002/
hrm.21474

Wright, P.M., & Snell, S.A. (1998). Toward a unifying framework for exploring fit and 
flexibility in strategic human resource management. Academy of Management 
Review, 23(4), 756–772. https://doi.org/10.2307/259061

Zacharatos, A., Barling, J., & Iverson, R.D. (2005). High-performance work systems and 
occupational safety. Journal of Applied Psychology, 90(1), 77–93. https://doi.
org/10.1037/0021-9010.90.1.77

Zhang-Zhang, Y., Rohlfer, S., & Varma, A. (2022). Strategic people management in 
contemporary highly dynamic VUCA contexts: A knowledge worker perspective. 
Journal of Business Research, 144, 587–598. https://doi.org/10.1016/j.jbusres.​
2021.12.069

http://www.sajbm.org
https://doi.org/10.1108/EBR-10-2013-0128
https://doi.org/10.1108/EBR-10-2013-0128
https://doi.org/10.1016/j.jik.2022.100171
https://doi.org/10.1177/014920639502100509
https://doi.org/10.1177/014920639502100509
https://doi.org/10.1177/0149206310373400
https://doi.org/10.1186/s43093-020-0009-1
https://doi.org/10.1186/s43093-020-0009-1
https://doi.org/10.1146/annurev.ps.46.020195.001321
https://doi.org/10.1016/j.leaqua.2008.11.008
https://doi.org/10.1111/1467-8543.00211
https://doi.org/10.1111/1467-8543.00211
https://doi.org/10.1002/joe.22131
https://doi.org/10.1080/09585190500366466
https://doi.org/10.1080/09585190500366466
https://doi.org/10.1016/j.ibusrev.2020.101740
https://doi.org/10.1016/j.ibusrev.2020.101740
https://doi.org/10.1080/09585192.2010.488428
https://doi.org/10.2307/259035
https://doi.org/10.1177/014920630202800403
https://doi.org/10.1177/014920630202800403
https://doi.org/10.1016/S0149-2063_03_00031-X
https://doi.org/10.1002/hrm.20158
https://doi.org/10.1002/hrm.20158
https://doi.org/10.1037/a0013504
https://doi.org/10.1037/a0013504
https://doi.org/10.1080/09585192.2020.1787486
https://doi.org/10.1080/09585192.2020.1787486
https://doi.org/10.4324/9781003168461-2
https://doi.org/10.2307/256489
https://doi.org/10.2307/256489
https://doi.org/10.1007/s11365-023-00833-w
https://doi.org/10.1007/s11365-023-00833-w
https://doi.org/10.1177/001979391106400401
https://doi.org/10.1111/joms.13021
https://doi.org/10.1111/joms.13021
https://doi.org/10.1037/0021-9010.88.5.879
https://doi.org/10.1037/0021-9010.88.5.879
https://doi.org/10.1177/0143831X18760989
https://doi.org/10.1177/0143831X18760989
https://doi.org/10.1007/s40171-023-00344-1
https://doi.org/10.1007/s40171-023-00344-1
https://doi.org/10.1080/03075079.2020.1793930
https://doi.org/10.1080/03075079.2020.1793930
https://doi.org/10.1002/smj.2099
https://doi.org/10.1002/smj.2099
https://doi.org/10.1080/09585190802528227
https://doi.org/10.1111/j.1744-6570.2008.01127.x
https://doi.org/10.1111/j.1744-6570.2008.01127.x
https://doi.org/10.1016/j.tra.2019.04.015
https://doi.org/10.1016/j.techfore.2021.121227
https://doi.org/10.1016/j.techfore.2021.121227
https://doi.org/10.1080/09585192.2020.1871398
https://doi.org/10.1080/09585192.2020.1871398
https://doi.org/10.1002/hrm.21474
https://doi.org/10.1002/hrm.21474
https://doi.org/10.2307/259061
https://doi.org/10.1037/0021-9010.90.1.77
https://doi.org/10.1037/0021-9010.90.1.77
https://doi.org/10.1016/j.jbusres.2021.12.069
https://doi.org/10.1016/j.jbusres.2021.12.069

	Revisiting the human resource architecture: Contextual influences on human capital allocation
	Introduction
	Literature review
	Theoretical frameworks
	The job-based model
	Internal labour market theory
	The flexible-firm model
	Hypotheses development
	Strategic value of human capital
	Uniqueness of human capital
	Competitive strategy and human capital allocation
	Union density and human capital allocation
	Management-employee cooperation and human capital allocation
	Environmental dynamism and human capital allocation
	Technological opportunities and human capital allocation


	Methodology
	Sample and procedures
	Non-response bias
	Measures
	Control variables
	Common method variance
	Reliability and validity checks
	Data analysis strategy
	Ethical considerations

	Results
	Measurement model
	Descriptive statistics
	Tests of main effects (H1 and H2)
	Hypotheses 3a and 3b tests
	Hypotheses 4a to 7b tests
	Additional analyses

	Discussion
	Theoretical implications
	Practical implications
	Limitations and future research directions

	Conclusion
	Acknowledgements
	Competing interests
	Author’s contributions
	Funding information
	Data availability
	Disclaimer

	References
	Figure
	FIGURE 1: The human resource architecture model.

	Tables
	TABLE 1: Job sample.
	TABLE 2: Discriminant validity analysis (N = 200).
	TABLE 3: Descriptive statistics and correlations among study variables (N = 200).
	TABLE 4: Human capital characteristics under the three employment arrangements.
	TABLE 5: Analysis of covariance results of the study.



