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ABSTRACT

To acquire talents from outside to enhance competitive advantage has become a leading issve in modem
business organizations. When firms face constantly changing environments, build talents purely from inside
may be inefficiency. However, new talents recruited from outside can only deliver their well-prepared know-
how smoothly in knowledge-sharing climate. This study then aimed to explore the impacts of a group of external
human capital acquisiion (FHCA) practices on organizational performance and to examine the moderating effects
of two contingencies, environmental turbulence and the knowledge-sharing climate, on the effectiveness of these
EHCA practices. Our findings imply that organizational abilities to attract and acquire human capital become a
key competence for high performance companies. After successfully selecting and retaining external intelligence
from outside, a firm can expect to accumulate, diversify, and then utilize its knowledge stores to promote
operational efficiency and earn a positive expectation from the stock market. While typical strategic HRM models
encourage building an intemal labor market to gain an un-imitated advantage, paying skilled employees to reap
profit promptly is still essential. However, talented employees from outside who join an organization must leam
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the shared language. fit in the social ¢ te§t7 and embed themselves in the network composed by the original

mernibers before they can contribute to the firm’s performance.

Keywords: human capital acquisition, human resource management practices, knowledge-based view,
knowledge-sharing climate, organizational performance
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INTRODUCTION

Human cépiral has fong been recognized as one of the imperative resources that can create competitive
advantages for firms (Bamey, 1991; Wright, Dunford, & Snell, 2001). Human capital can enhance firms’
capabilities of discovering and exploiting business opportunities and then can help them attain innovation,
speed, flexibility, and adaptability. Even more importantly, when firms face turbulent and dynamic markets,
human capital plays a more crucial role in achieving success (Datta, Guthrie, & Wright, 2005; Unger, Rauch,
Frese, & Rosenbusch, 20006).

Expanded from the resource-based view (RBV) arguments, a knowledge-based view (KBV) of a firm
considers knowledge as the most important resource to help a firm gain sustained competitive advantages
(Eisenhardt, & Santos, 2002; Grant, 1996). Acquiring talent from outside increases the heterogeneity of
the knowledge of a firm. This is particularly important for sustainable differentiation. Prior studies suggest
that acquiring talent from outside can lead to looked-for human capital, develop product innovation
(Oliver, 1997}, reach new information (Rule & Trwin, 1988), and absorb managerial skills (Penrose, 1980),
Acquiring valuable human capital externaltly is even more essential when desired human capital may not
be sufficiently developed from within, Thus, although most of the strategic human resource management
(SHRM) literature still strongly advocates the argument of internalization of human capital development,
acquiring talent externally is becoming a leading issue in human resource {HR) management, which no firm
can ignore (Lepak & Snell, 1999).

To acquire talent externally, firms need to design and deploy specific human resource management
(HRM) practices, referred as external human capital acquisition (EHCA) practices in this study. Drawing
from the KBV, EHCA practices as a mecharism to capture outside sources of knowledge. EHCA practices
generally include a combination of practices that focus on attracting appropriate candidates, choosing the
selection mechanisms, and selecting suitable ernployees (Becker, 1964; Dakhli & de Clercq, 2004; Delaney
& Huselid, 1996; Gurthrie & Olian, 1991). Among them, strategic staffing practices and competitive
compensation schemes are regarded as a typical set of EHCA practices used to assist firms in attracting and
selecting talent (Snell & Dean, 1992; Youndt & Snell, 2004),

The idea that elite-focused HR practices should be addressed may be true; however, limited empirical
efforts have been spent on understanding the degree to which external human capital acquisition practices
can affect organizational performance (Ployhart, Weekly, & Baughman, 2006). Despite the paucity of these
empirical studies, studies have reported inconsistent results. For example, Youndt and Snell (2004) found the
positive effects of acquisition HR practices on organizational profitability while Cappelli and Wilk (1997)
found that emphasizing selection practices were negatively associated with organizational productivity.

Scholars have found the fargest differences between academic findings and the beliefs of managers in the




Nien-Cht Liu, Shu-Yi Chou, Chih-Yuan Wang

agers that:human uap%mxx1sﬁfwn practices can inflyence orgamzatmnal cffectiveness
(Ployhart et al., 2006). Therefore, we sought to fill this research gap by examining empirically the effects
of EHCA on two different aspects of organizational performance, organizational productivity and market
performance, and by discussing the implications of these practices on both types of performance.
Furthermore, the effectiveness of these practices scems to vary across contingencies. This study
empirically examines two contingencies. The first céntingency is environmental turbulence because the
ability to exploit external knowledge is more critical when a firm tries to engender its competence to address
environmental rapid change (Cohen & Levinthal, 1990). The second contingency is the knowledge-sharing
climate within a firm, which may influence the extent with which the knowledge held by individuals can be
passed to others for its value to be appropriated and leveraged (Cabrera & Cabrera, 2005). This study also
emphasizes the contingency notion of external human capital acquisition practices and seeks to draw more

theoretical and practical implications.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

External Human Capital as a Knowledge Source

Human capital is derived from the fundamental assumption that humans possess knowledge, skills,
and abilities that can be improved upon and that the economic value people have gained has increased
(Becker, 1964). According to KBV, human capital is central to creating knowledge, which is the most
strategically significant resource of the firm, whereas human capital is assumed to be able to resetve,
assimilate, aggregate, and transform knowledge to create organizational outcomes (Esenhardt & Santos,
2002; Grant, 1996). More specifically, tacit knowledge is usuatly embedded in the skills and knowiedge held
by individuals and in the social relationships of individuals (Hitt, Bierman, Shimizu, & Kochhar, 2001).

Human capital develops when a firm makes a deliberate investment, either through hiring trained
individuals or training them in-house (Snell & Dean, 1992). Recruiting talent from outside with “ready-made”
knowledge becomes a preferred way to enhance the stock of human capital (Parnes, 1984), particularty when
firms face the transformation of business environments and growing gaps between the skilled labor supply
and demand (Beechler & Woodward, 2009).

Firms that acquire human capital externally usually believe that outsiders might enable and accelerate
their subsequent creation of new knowledge for product innovations (Zajac & Kraatz, 1993), build extrinsic
social networks (Baty, Evans, & Rothermel, 1971}, develop innovative process (Rao, & Drazin, 2002), and
then increase organizational performance (Maliranta, Mohnen, & Rouvinen, 2009; Power, & Lundmark,

2004), especially because knowledge-based value creations are increasingly rooted in experts, superstars,
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{Teece, 2003). The input of vital and diverse experiences owned by

=

Almeida, & Wu, 2003; Youndt, Snell, Dean, & Lepak, 1996).

The perspective of KBV does not only recognize external human capital as a critical resource of
firms’ competitive advantage, but also emphasizes the significant contribution of bridging and acquiring
external knowledge sources to realize the full potential of competitive advantages (Eisenhardt & Santos,
2002). The RBV of the firm, in which KBV is rooted, argues that firms should apply a superior capability to
choose resources from the resource markets (Barney, 1986). The fact that firms need to wtilize their superior
capabilities to choose resources may affect their economic performance, even when the firms have not
actually acquired the resources (Makadok, 2001). Therefore, how effectively a firm can identify and acquire
external human capital also determines the success of a firm.

According to Youndt and Snell (2004), extensive recruiting and selection practices are usually
“champions” in human capital acquiring, and the fact that firms are paying higher compensations than their
competitors in the market can also lead to their attracting and retaining talent. The authors define these
practices as an “acquisition HR configuration” to obtain external human capital. In addition, Sneli and
Dean (1992) argued that selective staffing and externally equitable reward did strengthen the integrated
manufacturing systems such as advanced manufacturing technology (AMT) and total quality management
(TQ). They mentioned that staffing practices in manufacturing firms traditionally eould only hire unskilled
or semiskilled employees, but ‘increase selectivity imply that payoff from hiring qualified applicants
offsets the additional expense.” On the other hand, Snell and Dean (1992} also illustrated that firms not
actually owned their human capital, therefore they had to enforce the reward systems to retain experienced
employees.

In this study, we label practices that are used to obtain the necessary talents outside the organization
effectively as EHCA practices.

Sophisticated EHCA practices have been proven to improve a firm’s performance because through
extensive recruiting and formal selection, they can identify whether external candidates’ competences
are appropriate in the firm’s idiosyncratic environment and whether they bring new knowledge or certain
expertise (Hatch & Dyer, 2004; Tsui, Pearce, Porter, & Tripoli, 1997). Collins and Han (2004) also
demonstrated that well-established recruitment strategies could highlight a firm’s social reputation and attract
more talent while recruiting. Firms can also provide competitive compensation to atiract and retain critical
talent (Delery & Doty, 1996; Delaney & Huselid, 1996). Therefore, these EHCA practices can constitute
a complex bundle of virtually inimitable tactics, which can then become non-substitutable organizational
practices offering a competitive advantage (Taylor & Collins, 2000). In summary, this paper addresses the

fact that EHCA practices include superior capabilities that can support firms to attract, select, and retain
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mal déﬁmfﬁtd talent to gehieve ex
Therofare

, the previggs argument

Hypothesis 1: FHCA practices will be posftively refated to the firm s performance.

Environmental Turbulence as a Moderator

Although RBV research focuses mainly on examining the internal capability of organizations,
contextual environmental conditions are important factors moderating the efficacy of those abilities. Guided
by contingency theory, a firm’s external environments are believed to interplay with its management
structure or style (Lawrence & Lorsch, 1967). Industries in fluctuant environments suppose to demand
much heterogeneity know-how to adapt change, and more efficiency way to gain the know-how is recruiting
talents from outside. On the other hand, relatively stable environment may tolerate organizations keep steady
routine that can be trained inside in time. Therefore, to test the true value of HRM practices on the firm’s
petformance, most exiting studies emphasize the moderating effects of environmental context (Datta et al.,
2005). This research then uses environment turbulence as a moderator between EHCA practices and firm
performance.

A high degree of environmental turbulence indicates strong competition, unstable beneficial margins,
and an unpredictable industrial future. It is believed that the strong environmental turbulence forces
organizations to utilize knowledge as a dominant source of competitive advantage (Jansen, van den Bosch,
& Volberda, 2006). Firms have to be quick to recognize, assimilate, and apply new external knowledge to
face selective pressure (Cohen & Levinthal, 1990). However, organizations in comparable, slowly evolving
industries with either more genile competition or a stable market tend to attenuate learning needs (Keck &
Tushtnan, 1993). In these organizations, problem-solving steps are more systematic, and decision-making
processes are more linear (Eisenhardt & Martin, 2000),

Knowledge management theory illustrates that organizational knowledge is embedded in routines, but
those routines may not be appropriate at some later time when environments change (Bontis, 1999). The
organization itself had been viewed as a key process in the adaptation of environment (Argote, 1999). As
organizations have to respond environmental turbulence, such like world-wide competitive pressures and
swift technological change, they have to force employees at all levels to learn (Eisenhardt & Santos, 2002).
As organizations have to respond environmental turbulence, such like world-wide competitive pressures and
swift technological change, they have to force employees at all levels to learn. Gassmann and Keupp (2007)
studied intemationally active bictechnology small and medium enterprises, and found that the successes

were rooted in rapid and early internationalization, While the prior challenge of multi-national companies is
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competitive advantage.

Predictably. organizations experiencing high environmental turbulence are keen to conduct effective
EHCA practices to recrait new talent and to absorb new knowledge to meet high competition; therefore, they
can expect added benefit. On the other hand, to nose out the new techniques of competitors may not their first
priorities of companies in stable industrics. New hires with heterogenetic skills then have fewer influences of

organizational routines (Bontis, 1999). The abovementioned arguments lead us to the second hypothesis:

Hypothesis 2: Environmental turbulence will moderate the effect between the EHCA practices and the
firm’s performance. The greater the environmental turbulence, the stronger the EHCA

practices positively influence the firmn s performance.

Knowledge-Sharing Climate as a Moderator

Through the EHCA practices, organizations atiract and retain external human capital with their ready-
made knowledge. However, organizational success is not reliant on the static stock of exited knowledge,
but rather on utilizing this knowledge to create more valuable business intelligence (Huber, 1991; Nonaka,
1994). Organizational climate, researches illustrated a collective perception of formal and informal policies,
practices and procedures (Bowen & Ostroff, 2004; Reicheirs & Schneidet, 1990), can be a medium for the
effectiveness of EHCA practices on organizational performance. Through the appropriated organizational
climate, talents from outside expected to fit in with co-workers and diffuse their knowledge more easily.

When a firm provides an appropriate social context in which knowledge can be shared and applied,
employees are glad to transfer information and learn from one another, If employees collaborated with
each other to diagnose and solve problems, knowledge would flow between senders and receivers smoothly.
Through this process, knowledge can be assimilated, integrated, and then transformed and institutionalized
(Youndt & Snell, 2004). Such collaborations are the basis for the socialization of organizational knowledge,
which can also add value to the existing knowledge of employees via synergistic combinations, creating new
knowledge for the sustainability of the firm (Gold, Malhotra, & Segars, 2001; Huber, 1991; Zack, 1999).
Furthermore, knowledge sharing within an organization has been proven to reduce redundancy, enhance
consistent representation, replace outdated knowledge, and improve efficiency by eliminating excess volume
(Nonaka, Toyama, & Nagata, 2000),

Based on Knowledge-Based View, Harvey, Speier and Novicevic (1999) presented a model of global

staffing practices. They suggested that appropriate expatriate and inpatriate managers can ‘exporting’
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y &Jj_ climate) to subsidiaries in emerging markets. These

hagers Wi to-exercise-comtrolling=ifi an acceptable and effective manner through decrease
culture distances und increase knowledge sharing. Furthermore, Bock, Lee, and Zmud (2005) found that
organization climates conducted to knowledge sharing could exert a strong influence on the information
of subjective norms and behaviors regarding knowledge sharing. They argued that organizational climate
building, contrary to commonly accepted practices associated with knowledge management initiations,
appeats to be the exception rather than the rules,

Although the aforementioned linkage between knowledge sharing and the firm’s performance is clear,
many researchets argue that the organizational ability to transfer valuable knowledge externally is critical
to building a fim’s competitive advantages (Oddou, Osland, & Blakeney, 2009; Williams, 2007). Based on
these arguments, we propose that a knowledge-sharing climate would strengthen the positive linkage among
human capital acquisition, HRM practices, and the firm’s performance. This leads to Hypothesis 3

Hypothesis 3: A knowledge-sharing climate will moderate the effect between the EHCA practices and
the firm’s performance. The stronger the knowledge-sharing climate s, the stronger that
the EHCA praciices positively influence the firm s performance.

RESEARCH METHOD

As we noted previously, the purpose of this study was to investigate the effects of EHCA practices,
environmental turbulence, and the knowledge-sharing climate on organizational and market performance and
to determine the cxistence of the moderating effects of environmental turbulence and knowledge sharing.

Figure 1 depicts our study’s framework.

External Hurnan m _ HI Organizational
Capital Acqmsinon Performance
(EHCA) Practices

H2 H3
Environmental Knowledge
Turbulence Sharing Climate

FIGURE]!, Research Framework




;:“ntlected data through a questionnaire survey in addition to using
secondary data, We adapted the survey procedure and criteria of sample selection suggested by Datta et
al. (2005). The firms in the sample had to satisfy cerfain conditions. First, these firms needed to be public,
have a minimum of 50 employees, and have US $5 million revenue in total sales. Second, only companies
in which we could identify both the HR directors and CEO/senior executives were included. Overall,
1,080 firms matched these conditions. Furthermore, we limited the problems associated with the common
method variance by collecting measures to assess the independent, moderating, and dependent variables
from different data sources. We mailed two different questionnaires to HR directors and CEOs/executives
separately at the beginning of 2006. The first survey, sent to the HR director of each firm, assessed EHCA
practices. The other survey, which was to be completed by either the CEO or another executive, evaluated
moderating mechanisms {i.e., environmental turbulence and the knowledge-sharing climate). A reminder
letter, a second survey, and finally, a telephone reminder followed both surveys.

The outcome variables, the organizational and financial performance, and other control variables were
obtained from the Taiwan Economical Journal (TEJ) database, which is similar to the COMPUSTAT datasct.
We also eliminated “contemporaneous” issues, which may have resulted in reverse causality (Wright,
Gardner, Moynihan, & Allen, 2005) by collecting the firms” subsequent performance in 2007.

Three months after mailing the questionnaires, we collected questionnaires from both CEQ and HR
director, deleted the questionnaires with missing variables, excluded firms without financial data for the year
2007, and obtained our final data set, which resulted in 141 maiched samples. The response rate was around
13%.

Of the 141 participating firms, 71 were high-tech industry firms (50.4%), 49 were manufacturing
industry firms (34.8%), and 21 were service-related firms or firms in other industries (14.8%). The average
age of the firms was approximately 25 years. Only 32 firms within the sample had unions. The mean
employee size was 1,754 (SD = 3,262), and the total assets of the respondent firms were approximately NT
$34.66 billion (US $1.15 billion). The amount of mean sales was approximately NT $34.64 billion (US $1.15
billion).

Compared to the entire sampling frame (986 employees, US $1.16 billion in total assets, and US$0.49
billion in sales), our sample has been skewed toward larger and more successful corporations, even though
we endeavored to contact all possible companies. This may be attributed to the potential response bias,
which is consistent with Ichniowski, Kochan, Levine, Olson and Strauss’s (1996) observation. They stated
that successful firms with more innovative practices are more likely to participate in surveys compared to

fess successful firms.
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Dependent Variables

The current study uscd both organizational perfermance (i.e., labor productivity) and financial
performance (i.e., Tobin’s Q) as outcome variables. Labor productivity has been most frequentty used as
an outcome variable in prior strategic HR management studies (Datts et al., 2003; Huselid, 1995; Koch &
Mcgrath, 1996). Furthermore, labor productivity tends to reflect whether corporations make an appropriate
investment in HR policies through comparing the input of employees to the output of sales (Koch &
McGrath, 1996).

To compute labor productivity, we divided the business unit’s net sales by the number of employees.
Tobin’s ), defined as the ratio of the market value to the replacement cost of the firm, represents a predictor
of a finm’s future investments (Tobin, 1969) and the value added by management (Huselid, 1995). Therefore,
the Q ratio is appropriate for evaluating the intangible assets (Megna & Klock, 1993). We used Chung and
Pruitt’s (1994) method, which is defined as follows:

Tobin’s Q@ = (MVE +P5S + DEBT)/TA

where MVE is the average price of shares multiplied by the number of common shares outstanding, P3
is the liquidating vatue of the firm’s outstanding preferred stock, DEBT is the short-term and long-term debt,
and TA is the book value of the total assets. These financial indexes were the year-end measures for 2007

collected from the TEJ database.

Independent Variables

Five items adapted from the prior study (Snell & Dean, 1992; Youndt & Snell, 2004) measured
EHCA practices in the questionnaire for HR managers. These items included the following items: “Our
hiring process is through and comprehensive,” “We screen many applicants to fill job openings,” “We use
many different recruiting sources,” “We pay higher wages than our competitors,” and “Our wages are very
competitive for this industry.” All items were measured on a Likert scale ranging from 1 to 5, where 1
represented “strongly disagree” and 5 represented “strongly agree.” We performed a principal component
factor analysis with varimax rotation to categorize EHCA practices. Only one factor was extracted, and
this factor explained 55.12% of the variance. We then averaged these items as independent variables. The
Cronbach’s alpha and mean scores for this scale were .79 and 3.42 (8D = .57), respectively.

Environmental turbulence was measured with three items adapted from Yeung, Ulrich, Nason and




es-s; ih.mu%ﬁmn&n Capital Acquisition Practices

ent Tm%.{encc and Knowledge Sharing Climate

“The changes in the industry in which our business
‘Competition-in ﬂu?“‘mdusu'y in which our business operates is intensive,” and
“New products/services of our company are introduced rapidly.” The scores were collected from CEOs/
executives. again based on a five-point Likert scale. The result of the principal component factor analysis
showed that one factor explained 51.08% of the variance, with an eigenvalue greater than 1 being extracted.
We then averaged the scores of these ifems as moderator variables {Cronbach’s alpha = ,51). The mean score
was 3.88 (SD =.62).

In the original questionnaire of Youndt and Snell (2004), there are five items to ask about perceptions of
sharing and exchanging knowledge, and the authors named this group of items ‘social capital’. We selected
two items of it to shorten questionnaires and increase response rate. These items included: “Our employees
share information and learn from one another” and “Our employees interact and exchange ideas with people
from different areas of the company.” However, consider term ‘social capital” is essentially defived on
the networks of strong, crosscutting personal relationships developed overtime that provides the basis for
collective actions (Adler & Kwon, 2002; Nahapiet & Ghoshal, 1998). We rename these two items ‘knowledge
sharing climate’ as perception of sharing and exchanging information and skills usually found in literatures
that focus on knowledge sharing climate (Bock et al,, 2005; Van den Hooff & De Ridder, 2004). The CEQ/
executives were asked to evaluate these ifems based on the five-point Likert scale. The result of the principal
component factor analysis also showed that only one factor with an eigenvalue greater than 1 was extracted,
and this factor explained 63.45% of the variance. We then averaged the scores of these items as moderator

variables (Cronbach’s alpha = .86), The mean score was 3.79 (8D = .56).

Control Variables

Several variables were controlled for in the cstimated models, including indusiry categories,
organizational size, the profitability of the previous year, the firm’s age, and the existencé of unions. Firms
in different industries were likely to face different market conditions (Collins & Smith, 2006). Thus,
we controlled for industry differences based on the standard industrial classification (SIC) system that
discriminates the industry categories according to the main preduct or service that each firm offers, We
divided our samples into three industry categories: high technology, manufacturing, and services-related
industries. More specifically, two dummy variables and a service-related group were used for comparisons in
the regression analysis.

To capture other organizational resources and institutional forces related to both the adoption of the HR
management praciices and the organizational performance (Datta et al., 2003; Delaney & Huselid, 1996;

Koch & McGrath, 1996), we controlled for organizational size, prior profitability. Organizational size was




While union presence had been proved a positive effect on HRM practices, especially on compensation,

and firm performance (Huselid, 1993}, we used it as a control variable, Union presence was a dummy
variable such that union presence was coded as 1, otherwise 0. As Delaney and Huselid (1996) noted,
organizations may adopt different HR management practices in different organizational life stages. Younger
firms may adopt more extensive and competitive BHCA practices to help with operations and growth,

whereas older firms may not. Consequently, we also controlled for the firm’s age.

RESULT

Table 1 presents the means, standard deviations, and correlations for all variables. As was hypothesized,
EHCA practices did not relate to either labor productivity (r = .32, p < .01) or Tobin's Q (r= .16, p <.10)
independently. The results provide preliminary evidence for the positive relationships between EHCA
practices and both organizational performance indices. Environmental turbulence also has a significant
relationship with labor productivity (r = .24, p < .01). However, we did not find significant relationships
between the knowledge-sharing climate and two performance measures. In addition, the correlation
coefficient between EHCA practices and the knowledge-sharing climate (r = .30, p < .01) was significant,

whereas the coefficient between HRM practices and environmental turbulence was not (r = .02, n.s.).

TABLE 1. Means, Standard Deviations, and Correlations for All Variables

Variable Max Min Mean SD 1 2 3 4 5 6 7 ] 9
1. Labor Productivity” 1249 708 517 1.07 LO0O
2. Tobin’s Q 827 69 LT0 106 -07 100
3. EHCA Practices 500 180 342 57 327 16t 100

4, Environmental Turbulence 500 267 388 62 247 08 02 100

5. Knowlcdge Sharing Climate 500 2,20 3,79 56 00 07 30 10 100

6. Organizational Size® 1309 748 037 90 g2” -1 31" 21" .03 100

7. Prior Profitability 4316 -200 798 967 -06 660 .11 -10 18 -04 1.00

8. Firm Age 60.00 500 2491 1251 02 -33" 13 -let 03 .11 23" Loo

9. Union Lo 00 23 42 o0 -19° 22 03 11 0 -1l 32" 100
N=141

Fp<.10, p<05 " p<.0l

“ Natural logarithm of sales per employee in 2007

* Natural logarithm of amount of totat assets per employee in 2007
EHCA = External Humnan Capital Acquisition

To further test our hypotheses, Table 2 presents the results of the multiple regression analysis models in

which several variables were controlled for, including industry effect, organizational size, prior profitability,




[°H thmugh@mnan Capital Acquisition Practices
ent Turbalence and Knowledge Sharing Climate

us, The Model 1 through Model 4 show the main effect of EHCA
i 1r0ﬁi§ental turbulence and the knowledge-sharing climate on

Jabor productivity. Model 5 through Model 8 show both the main effect and interaction effect on market

performance (1.e., Tobin’s Q).

TABLE 2. Results of Hierarchical Regression Analysis

Labor Productivity” Tobin’s Q
Variable Maodel 1 Model 2 Modsl 3 Model 4 Model § Model 6 Model 7 Model 8
B se B se B se b5 s 5 se B se g se g se
Intercept ~D6  (56) .34 (58) 79 (59) 51 (.58) 2407 (70) 3.097 (72) 285 (.7%) 329 (73)
High-Technology 291 (16) .28% (16) 31 (16) .32 (16) .00 (21) -03 (20} -84 (20} -02 (20)
Industry
?’:‘m“f“““mg' 24 (16 22 (06 21 (16) 25 (16) -A40F (20) -43 (200 -43° (200 -39° (20)
Organizational Size® 8™ (06) .54 (06) 89" (06) 927 (06 -10 (07 -16 (08) -13% (08) -01 (.08)
Prior Profitability .00 (01) -01 (01 -0 (01 -01 (00 07" (01 067 (61} 06" (01} -20 (01)
Firm Age 00 (01) 00 (01 .00 (0} 00 (0D -01 (O -01 (01} -01 (01) -01 (Oh)
Union 13 (13) -18 (13) -20 (13) -22 (13) -13 (1T -22 (16 -21 (1T) -22 (16}
EHCA practices 200 (10 L1BF (10)  L16F (10) Yoy 357 (12) 38T (13
Environmental
Turbulence 06 (09 -05  (11)
EHCA practices * 42% (15 -20 (1%
ET
Knowledge Sharing )
Climate 06 (10) 14 (12)
EHCA practices * .
KSe 347 (13} A7 (16)
o 69 68 71 i 50 53 54 .54
Adjusted B 67 68 .70 69 48 51 .50 St
AR 00 .02 Ot 02 .00 00
AF 4969 420" 456" 347 22.96" 823" 12 1.32
N=141

tp<.10, p<.05, " p< .01

“ Natural legarithm of sales per employee

* Natural logarithm of smount of total assets per employee Unstandardized coefficients are reported; the gures in parentheses are
standard errors. EHCA = External Human Capital Acquisition; ET = Environmental irbulence; K3C = Knowledge Sharing Climate

Model 1 and Model 5 show that the control variables explained 69.0% of the variance in labor

productivity and 50.7% of the variance in Tobin’s Q. Regarding Model 2, the results indicate that EHCA

practices have a significant positive effect on labor productivity (B =20, p < .05). The results of Model

6 also show that EHCA practices have significant positive effects on Tobin's Q (B =34, p < .01). These

findings indicate that EHCA practices could help firms obtain a higher quality of human capital and achieve

subsequent organizational and financial performance. Therefore, Hypothesis 1 was supported.
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. we ﬁxﬁmincd cuvi%nmml turbulence as a moderator, which was cxpected to
in to influsnce:prganizational performance. That is, in Hypothesis 2, we predicted
the relation hetween HR practices and environmentzal turbulence. To reduce the possible multicollinearity
effects, we centered the variables by subtracting the mean value of the variable from each score (Cohen,
Cohen, West, & Aiken, 2003). As seen in Model 3, although the effect of environmental turbulence is
unrelated to labor productivity (B = .06, n.s.}, the interaction effect is strongly significant in the regression
equation (B = .42, p < .01). This result indicates that environmental torbulence can moederate the relationship
between the EHCA practices and labor productivity. However, we did not find the interaction effect present
when predicting Tobin’s Q in Model 7, as reflected in a non-significant coeffictent (f = -.20, n.s.). Therefore,
Hypothesis 2 was only supported in terms of predicting productivity.

Similarly, Model 4 and Model 8 were used to examine whether internal knowledge sharing interacts
with EHCA practice to influence organizational performance (i.e., Hypothesis 3). The results show that the
moderating effect of knowledge sharing exists because the regression coefficient is significant at .05 level
(B = .34) in Model 4. However, we did not find any evidence to support the interaction when the outcome
vartable is Tobin’s Q (B =.17, n.s.}. Thus, Hypothesis 3 was also only parfially supported.

To further understand the interactive relationship, we depict these results in the figures below. As Figure
2 shows, the significant interaction indicates that the positive link between the EHCA practices and labor
productivity is stronger when firms face highly intensive environmental turbulence. In contrast, if a firm

faces a relatively stable environment, investment in EHCA practices does not work efficiently,

130090 -
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10000 - —=-ET Low
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FIGURE 2. The Moderating Effect of Environmental Turbulence on the Relationship between EYICA
Practices and Labor Productivity

A similar result is depicted in Figure 3. EHCA practices would be beneficial for productivity only

when a firm has a relatively fluent knowledge flow. If firms lack an internal knowledge-sharing mechanism,
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FIGURE 3. The Moderating Effect of Knowledge Sharing Climate on the Relationship between EHCA
Practices and Labor Productivity

Furthermore, practical effects imply a critical issue for strategic HR management research (Becker
& Gerhart, 1996; Datta et al., 2005; Huselid, 1995). We present the results of the interaction effect by
calculating the effect of a one-standard-deviation increase in introducing EHCA practices on labor
productivity under different levels of a knowledge-sharing climate.

Based on Model 3 from Table 2, when all other variables are held at the mean and the level of
environmental trbulence is high (one-standard-deviation above the sample mean), the firms® average sales
per employee is approximately NT $9,694,597 (approximately US $321,013). A one-standard-deviation
increase in EHCA practices is associated with NT $12,466,535 (approximately US $412,799) in sales per
employee. This substantial figure represents nearly a 28.6% increase (approximately NT $2,771,938; US
$91,786) over the mean sales per employee. This percentage is slightly higher than Huselied's 16% (1995)
and Datta et al.’s 14% (2005). Conversely with the higher level of environmental turbulence, when the level
of environmental turbulence is low (one-standard-deviation below the sample mean), the sales per employee
is approximately NT $8,997,662 (approximately US $297,936). Furthermore, when these organizations
have a higher level of EHCA practices (one-standard-deviation above the sample mean), the firms’ average
sales per employee further drops to NT $8,565,218 (aﬁproximately US $283,616 U.S.), which represents a
substantial 4.8% loss in the mean sales per employee,

Similarly, we examined the practical effects of knowledge sharing in Model 4. When the level of the
knowledge-sharing climate is high, the firms* average sales per employee is approximately NT $9,643,303
(approximately US $319,331). If firms increase their EHCA practices (one-standard-deviation above the
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rease to NT $11,939,968 (approximately US $395,363),
dncrease {z p"prgxunmly NT $2,296,165 NT; US §76,032). In contrast, when

ch represents a 23.8

the level of the knowledge-sharing climate iz low, the sales per employee is approximately NT $9,045,052
(approxitately US $299,505). In this vein, if finns adopt intensive EHCA practices as their talent-requiring
policy (one-standard-deviation above the sample mean), the firms’ average sales per employee would drop
to NT $8,768,467 (approximately US $290,347), which represents a substantial 3.06% loss in the mean sales

per employee.

DISSCUSSION

HR management practices have long been contingent on organizational capabilities to gain a competitive
advantage through the stream of RBV (Combs, Ketchen, Hall, & Liu, 2006). Thetefore, this paper argues
that EHCA practices, or so-called precious capabilities, drive organizations to target and attract talented
knowledge workers. Although the literature on SHRM does not provide consistent empirical evidence, the
results here confirm that EHCA practices relate positively to firms’ performances. Our preliminary results
revealed that after successfully selecting and retaining external intelligence from outside, a firm expects to
accurnulate, diversify, and then utilize its knowledge stores to promote operational efficiency (Gold et al,,
2001). In addition, the result that indicated a significant effect on Tobin’s Q suggests that firms with high
levels of human capital acquisition through HRM practices earn a more positive expectation from the stock
market. Meanwhile, EHCA practice obviously signals that organizational ambitions are to acquire high-
quality human capital and present a firm’s future performance potential.

Some research argues, in favor of KBV, that a firm’s competitive advantage will be derived from how
well it performs the function of exploring and integrating the specialized and tacit knowledge of employees
(creating and exchanging knowledge from each other) and how effectively it maximizes and utilizes the
value from the knowledge learned (Sharkie, 2004). Therefore, we illustrated how human capital-possessed
knowledge affecting a firm’s performance must depend on two contingences. The first contingency is
environmental turbulence, and the result strongly supports this assumption. This new knowledge will
bring added benefit to organizations within an unstable environment compared to firms within a stable
environment. The second contingency discussed in this paper is the knowledge-sharing climate. Talented
employees from outside who join an organization must learn the shared language, fit in the social context,
and embed themselves in the network composed by the original members before they can contribute to the
firm’s performance (Dakhli & de Clercq, 2004),

The effects of EHCA are expected stronger in some contingencies. Nevertheless, organizations have

to set up the strategy of human resources management before deploying appropriate practices. Lepak and
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quadrant 2 of their model, which was defincd as “acquiring human capital’ and include high valuable vs. low
unigue employees, the authors suggested building workforces by developing, contracting or create alliance.
On this point of view, the moderating effects of this research are very possibly interfered by ‘contingencies’
of diverse natures of departments in a firm. For example, it will be difficult to enhance knowledge sharing
climates on workforce in quadrant 3 (low uniqueness and low valuable) especially the employee relationship
is defined to be transactional.

Another research provided a four-cell typology of career system for firms” staffing strategy (Sonnenfeild
& Peiperl, 1988). Authors divided typical career into four dimensions by supply flow and assignment
flow. The supply flow was measured by the openness of the career system to the exiernal labor market at
other than entry level, and the assignment flow described positions’ assignment and promotion depend
on individual or group contribution. For example, Sonnenfeild and Peiperl (1988} named high external
supply flow and individual contribution assignment flow as ‘baseball team-recruitment’, and suggested that
selection would the most important practice via formal training is the least. They category some industry
belong to, or suit to, this style of staffing: entertainment, investment banking, software development...ctc. Its
obviously the competition of the previous mentioned industries is fierce and the environment they seated is
constantly change. However, environment turbulence is not the main challenge in industries of other types in
their model, such like ‘academy-development’.

These two thoughtful studies both mentioned the importance of EHCA, and some of dimensions of their
models illustrate influences of environment and climate. They also implied the two moderators might not
effect as expected in some contexts of firrns, although all firm level empirical tests have limitations by using
a few employees to infer a company.

Actually, we did not find the moderating influences of these two contingences on the relationship
beiween EHCA practices and market value. This result implies that these mechanisms were not
complementary to EHCA practices to increase stock market expectations. Investors are more interested
in observable actions, which send clear signals such as ambitious talent-hunting and newsy bonus topics
(Klassen & McLaughlin, 1996). The EHCA do not focus purely on recruit knowledge workers, such like
R&D forces’ huating, therefore lack of signal effects (Hall, 1993). In addition, the organizational climate
embedded in the organization and existing in the “black bex” of the organizational transformation process is
usually difficult for outsiders to obscrve (Bowen & Ostroff, 2004).

As human capital is embodied in employees “who are free to move from one firm to another,” (Becker,

1964; Jacoby, 1991), the ability to attract and acquire human capital becomes a key competence for high
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p I plication, suggesting that while typical strategic HRM
%ﬁ%c]s enEohrage buildimnwﬁan interfiaklabor n%affﬁet to gain an un-imitated advantage (Lade & Wilson,
1994}, paying skilled cmployees to reap profit promptly (Lepak & Snell, 1999) might also be efficient.

We have no intention to degrade the effects of internal training and developing practices. We just like
to point out that acquire talents from outside is unavoidable, and suggest practioners best to consider the
contingencies of their firms when they choose what kind of HRM practices to initiate. Base on our results,
orgamizations in a constant changing environment, such like high tech companies, build R&D teams purely
from inside is very difficult. In this situation, implement activities to enforce organizational knowledge-
sharing climates can be more efficiency than conduct in-house training courses. When resources are not
unlimited, HR practioners in modern business have to choose best practices with great retumn on investment
(ROI) for their firms. However, firms put efforts on building talents inside and OJT (on the job training)
surely will not be in vain if collocated with appropriated situations. Except hiring talents from outside who
bring already made skills and knowledge, firms also find new blood with better education or good pre-
employment test scores in selection procedures. Base on human capital theory (Becker, 1964) and screening
hypothesis (Layard & Psacharopoulos, 1974), those candidates act high potentials of learning by doing
and then positively influence firm performance. When internal human resources development programs
are conducted, such like knowledge sharing from ‘guru’ of the firm, better effects will be expected when
employees absorb new ideas soon (Hatch & Dyer, 2004). So obviously, the complementary cffects on
variety HR practices should not be ignored. In the pre-mentioned case, quick Iearners and internal develop
mechanism are indispensable to each other. Besides, ‘bundles’ of human resources practices and their
complex connections with firm performance usually the main issues of strategic human resource researches
(Ulrich & Ulrich, 1997). While human capital as a preliminary resource, and the knowledge-sharing climate
as a social complexity, the inimitable competitive advantage has been built (Barney, 1991), the end results
are exceeded firm performance.

Limitations and Future Research

As with most studies, our study has several limitations. First, the sample only consisted of publicly-
listed companies for financial data collection. We find that the coefficient is very high of labor productivity
and firm size (B = .98, p < .00), which implies capital-intensive yield higher average output. We then use
numbers of employees as an additional contro! variable to try to weaken the relativity, but it's not change
much (B = .98, p <.00). Thus, the results cannot be generalized beyond the large-scale firms without further

exploration. The inclusion of the knowledge-based, new economy firms could provide a more comprehensive




Second, using suhjective perceptual data as a proxy of human capital acquisition, HRM practices

present perhaps another limitation. Because the perceptual, self-reported data may not capture all aspects
of the inputs in acquiring human capital within an organization, our findings do not account for the firm’s
performance resulting from other types of human capital acquiring investments. Future studies should
attempt to amplify relevant objective measures of human capital acquiring activities and replicate the
findings linking human capital to the firm’s perfonmance.

Finally, because it is recognized that knowledge sharing occurs at multiple levels of an organization
(i.e., at the individual, group and organization levels), this current study was limited to the organizational
level as the unit of analysis. Hence, this study could nefther provide recommendations with respect to the
individuals in the knowledge-sharing network, nor establish the Iinks between the work teams. Future
cross-level research on human capital investment and the knowledge sharing process would be welcomed to

extend our resuits,
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