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ABSTRACT KEYWORDS

The diversity of practices observed in small enterprises Small organizations;
demands a new evaluation of HRM with respect to its phe- human resource
notypes and functions. By bringing HRM back to its func- management;

tional requirements as represented by the need to control ~ configurations;

the human side of work as well as the differentiation and lf:ypols)gy; ) )
= g ; g unctional requirements;
integration of tasks, we develop a configurational model of control:

eight ideal types of HRM, that resonate in previous research ok rélationships;

as well as in emerging organization types in the networked mid-range theory
economy. Based on varying positions along the hierarchy,

formalities and input- or output-oriented dimensions of con-

trol, we discern craft employers, traditional owner-managers,

and strategic-, knowledge-, and bleak house entrepreneurs

from subcontracted work, alliances and partnerships. Because

control serves as a bridge between agency and structure,

the proposed classification offers an analytical starting point

for detecting, describing, contrasting, comparing and con-

textualizing empirically observed HRM configurations in a

broad diversity of small enterprises. The approach offers a

mid-range theory, which allows for generalization across small

enterprises without the risk of losing peculiar responses to

enacting HRM.

Introduction

Micro and small businesses can be creative when it comes to the orga-
nization of work and workers to meet business objectives — the essence
of HRM (Boxall & Purcell, 2011). Universalistic models and measures
developed in the context of larger organizations do not appropriate the
phenomenon of HRM in small firms well. Over the past decades, inte-
grative qualitative research have shown that small firm parameters (e.g.
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smallness and age), interact in dynamic ways with contextual conditions
(e.g. industry and labour market) and specific conditions of the orga-
nization itself (e.g. ownership and resources), which bring about HRM
approaches different from large organizations (Edwards et al., 2006;
Harney & Alkhalaf, 2020). Depending on the mix of conditions, HRM
systems can take form as pragmatic but intelligent (e.g. Marchington
et al., 2003), as a series of informal adjustments between owners and
workers (e.g. Marlow & Patton, 2002), and as potentially exploitative of
workers (e.g. Ram et al, 2007). The phenomenal range of HRM
approaches in small firm contexts challenges the progression of research
(Harney & Alkhalaf, 2020).

In this contribution, we propose taking the control of workers and
work, the first task of any organization no matter its size, as an ana-
lytical starting point for detecting, describing, contrasting, comparing
and contextualizing HRM in a broad diversity of small enterprises.
Control concerns the ability of organizations to ensure desired behaviour
from workers, which makes it a central concept to HRM (e.g. Snell,
2011), employment and industrial relations (Gill, 2019; Kaufman, 2010;
Storey, 1985), alternative work arrangements in the new economy (e.g.
Cappelli & Keller, 2012) and management studies (e.g. Bedford & Malmi,
2015). Control exercised in response to the need to secure workers on
the one hand and the organization of work on the other can vary along
dimensions of (in-)formality, authority and input-output (Whitley, 1999),
which combine into a typology of eight HRM configurations. The typol-
ogy extends previous configurational research (e.g. Edwards et al., 2006)
by adding the dimension of close versus distant control over employee
behaviour (input versus output oriented control) (Whitley, 1999), such
that output oriented work arrangements like subcontracting and platform
work can also be accounted for as a means to control work and workers.

In contrast to earlier integrative studies, the typology does not include
conditions mapping the organization in its context (e.g. product or
labour market). The typology serves as a midrange theory that is detailed
enough to diagnose small organizations but broad enough to allow for
generalization across cases (Fiss, 2007; Weick, 1989), which offers meth-
odological advantages in capturing the nature, causes and consequences
of HRM for small organizations (Bacharach, 1989).

The added value of analysing HRM in small organizations as a set
of responses to the requirement of controlling work and workers is
threefold. First, the approach offers an opportunity to go beyond check-
lists of HR practices and to understand how observed HR practices
serve to control workers and the organization of work (Harney &
Alkhalaf, 2020). Second, control bridges the selection of HR practices
on the one hand, to internal and external determinants of the
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organization and to choices and preferences of the entrepreneur on the
other (Edwards et al., 2006; Storey, 1985). This will facilitate systematic
integrative studies, wherein HRM is seen as an integral part of the
characteristics of the small organization itself, of its larger socioeconomic
context, and as the outcome of strategic choice and agency in response
to the environment (Heracleous & Hendry, 2000). Third, the typology
extends to include non-traditional, twenty first century work relation-
ships, which improves capturing some creative ways in which small
enterprises organize work and workers. Finally, in consulting with small
firm employers, the typology serves to advice on alternative, equally
effective ways to organize HRM that contribute to decent work for
workers and to business success.

The article is structured as follows. In the second section, we delineate
the elements that make up the phenomenon. In the third section, we
provide an overview of existing integrative conceptualizations of HRM
in small enterprises and indicate existing gaps in the research. Thereafter,
we delineate the theoretical foundations of the control of work and work
relationships, and indicate how these relate to HR practice in small
enterprises. This section is followed by the typology of HRM configu-
rations associated with various positions on the control dimensions.
Example propositions illustrate how each type can be integrated into its
structural and dynamic contexts. In the final section, we discuss avenues
for future research.

Theory

Delineating the phenomenon

Building a typology of HRM configurations for small organizations
begins with defining its elements. Small organizations are bounded
social entities, whose persistence depends on the replication of routines
and competencies by those who make a living of it, including
owner-managers, employees, and working family members (Aldrich,
1999). Especially in smaller enterprises, resource constraints result in
alternative, flexible types of work, which erode the meaning of the
term ‘employee’. First, the term does not refer to a legally defined
entity, which leaves room for broad interpretations (Wynn, 2016).
Moreover, new types of employment contracts, such as contracting
self-employed employees (Flinchbaugh et al., 2020), posting work on
platforms (Duggan et al., 2020), or engaging employees as shared
owners (Wynn, 2016), erode the boundaries between employers and
employees. Rather than speaking of employment relations, speaking of
work relationships or work arrangements seems more accurate. Work
relationships concern economic work, involving any activity undertaken
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for an organization in exchange for compensation (Cappelli &
Keller, 2012).

HRM focuses on which procedures, systems and behaviours to put
in place to control the human side of work as well as the organization
of work itself, such that organizational goals are met (Boxall & Purcell,
2011). Small firm business goals can be as diverse as the continuity of
family income, the drive to ‘stay alive, or the pursuit of nonfinancial
personal enjoyment (Combs et al., 2018; Edwards & Ram, 2006; Reijonen
& Komppula, 2007). The diversity of organizational goals and work
relationships indicates ambiguity: it is expected that there are different,
but similarly effective approaches to HRM for small organizations. This
notion of equifinality is the cornerstone of configurations theory (Short
et al., 2008).

Integrative perspectives of HRM in small organizations

When asked about their management of employees, small business own-
ers describe their approach as involving an interrelated flow of activities
rather than a number of single practices (Drummond & Stone, 2007;
Heneman et al., 2000). This observation of ‘fit between practices that
provide synergy in alignment with organizational strategies and the
organizational context to advance firm survival and growth is commonly
made in HRM theory (Boon et al., 2019; Delery & Doty, 1996; Paauwe
& Farndale, 2017). According to configuration theory, there is no single
universalistic HRM model that works for all organizations, but instead,
there are multiple ways to reach the same outcome, albeit not all are
equally effective (Short et al., 2008). Because ineffective configurations
have lower survival rates, over time, organizations form stable constel-
lations of management practices, operations, strategies and values that
together reinforce each other to influence their performance in the
market, making the system stable and resistant to change (Miller, 1987;
Sheppeck & Militello, 2000). Endless variety (idiosyncrasy) is therefore
unlikely because in reality, only a limited number of configurations —
ideal types or “gestalts” - are fit for survival.

The logic of configurations is widely used in integrative studies of
HRM in small firms, where the nature of work and work relationships
is considered an integral part of social structures at various levels, which
reinforce or challenge the status quo in a particular enterprise. Some
conditions, such as product and industry characteristics, demographics
and culture, exist within the more stable, structural context of organi-
zations. Other conditions are more temporal, such as economic turmoil
or changed legislation, and indicate tensions that challenge the present
nature of HRM. Finally, some conditions relate to managerial choice
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and are therefore more dynamic in nature, indicating not only a deter-
ministic influence of contextual conditions but also the power and
agency of entrepreneurs and workers to alter and deviate from existing
practice (Giddens, 1984; Harney & Alkhalaf, 2020; Johns, 2006).

Table 1 provides a chronological overview, by way of illustration, of
theoretical and empirical publications that apply an integrative approach
to studying the nature of work and work relationships in small organi-
zations. Although there is some agreement on the types of conditions
considered, the overview also shows substantial divergence. What is
commonly mentioned are structural conditions such as products, sectors,
and regulatory contexts; an organization’s positioning in a production
chain; embeddedness in specific labour markets and a lack of union
involvement.

The papers diverge with respect to the stable influence of contexts
vis a vis strategic choice. Some papers take a deterministic position on
the influence of context (Barrett & Rainnie, 2002; Goss, 1991; Lacoursiére
et al, 2008; Rainnie, 1985). However, mediating structures that can
induce changes emerge as well, such as changes in the labour market
(e.g. Edwards & Ram, 2006; Kroon & Paauwe, 2014), generations in
tamily firms, or more broadly speaking, in the presence of ‘presenting
issues’ that challenge the status quo (Harney & Alkhalaf, 2020). A num-
ber of papers also highlight managerial choice or style (e.g. Baron et al.,
1996; Cappelli & Keller, 2012; Edwards et al., 2006; Goffee & Scase,
1995; Harney & Dundon, 2006; Kroon & Paauwe, 2014).

Overall, the overview emphasizes the need to contextualize HRM in
small organizations. At the same time, various levels of context interact
in complex ways, with temporal stability guiding and guided by the
behaviour of small enterprise owners and workers. As Harney and
Alkhalef (2020) observe in their review, there is a need for a
contingency-based approach that explores how HR practices in small
organizations actually function. The authors call for phenomenon-driven
research whereby determinants manifest themselves in configurations
where HRM supports the survival of the organization in its context.
Given the wide scope of determinants considered, this may prove a
challenging task. To find middle ground between identifying idiosyn-
crasies and the failure of large-N studies to consider specific HRM
responses of small organizations, we propose a midrange theory that
addresses the need for parsimony while not trying to capture the full
contextual complexity of each case (Bacharach, 1989). Following Fiss
(2007), we propose a set-theoretic approach, which means that we begin
with observing actions of control over work and work relationships
before engaging in interpretational discourse on the causes and nature
of control. Systematic comparisons between cases then determine which
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combinations of organizational and contextual conditions are associated
with various approaches to the control of work and work relationships
and related HRM practices.

Functional requirements of HRM

Our approach centres on the concept of control over work and work
relationships. An individual, self-employed entrepreneur has few concerns
in this respect, performing all tasks by him- or herself; however, the
situation becomes more complicated once collaboration with another
person is introduced (Boxall & Purcell, 2011; Goffee & Scase, 1995). At
this point, functional questions about collaboration and task division arise,
which will shape the work relationship. Functional requirements are indis-
pensable functions that have to be fulfilled in any organization (irrespective
of its size) for it to be effective (Gresov & Drazin, 1997). In any organi-
zation, two functional requirements have to be met: 1) ensuring the
presence of workers (the human factor) and 2) the differentiation and
integration of tasks (the work design factor) (Aldrich, 1999; Jatfee, 2001).

The human factor requires organizations to recruit workers and to
manage relationships with them (Aldrich, 1999). This process begins
with finding workers: who is asked to join the organization and which
networks are used to find candidates (Aldrich, 1999; Behrends, 2007)?
Once workers are chosen, the next task is to ensure that their contri-
butions last as long as the organization needs them, which implies the
control of work relationships (Cappelli & Keller, 2012).

The differentiation and integration of work involve deciding on ways
to divide tasks among workers, for example, the need to specialize
between members or to departmentalize the organization. Differentiating
tasks also induce a need to integrate install mechanisms to coordinate
work by means of procedures, leadership and organizational hierarchies
(Jaftee, 2001; Lawrence & Lorsch, 1967; Mintzberg, 1979).

HR practices are the controls used to deal with the functional require-
ments. Based on Boxall and Purcell (2011, p. 3), we distinguish HR
practices into employment practices (the human factor) and work design
practices (task related). Employment practices ‘include all the practices
used to recruit, deploy, motivate, consult, negotiate with, develop and
retain workers. Work practices ‘have to do with the way the work itself
is organized and any associated opportunities to engage in problem
solving and change management regarding work processes (such as
quality circles and team meetings)’.

Table 2 displays the functional requirements and illustrates some
potential HR practices that can be observed in small organizations. The
examples of HRM practices listed in Table 2 show that different HR
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Table 2. Functional requirements and possible HRM responses.

Outcome Functional requirement Definition Possible HRM responses
People Recruiting members Ensuring that KSAs meet Employment practices such as:
organizational needs Recruitment, selection,
training, outsourcing
Ensuring continuity Managing exchange Pay, contract type, motivation
relations with workers practices, careers
Work Differentiation Dividing work between Work design practices such as:
individuals Job design, specialization,
departmentalization
Integration Coordinating work based Hierarchy, performance/output
on a common goal contract, empowerment,

leadership, teamwork

practices can contribute to meeting the same functional requirement.
Moreover, the same HR practice can contribute to meeting different
functional requirements. For example, by clustering the HR practices of
1230 SMEs, Innes and Wiesner (2012) showed that training appears in
a bundle of practices ensuring workers are qualified for tasks (recruiting
members from the ranks of the organization) while also in a bundle of
motivation practices to ensure the continuity of work relationships.
Various combinations of responses to functional requirements are pos-
sible and can equally contribute to organizational goals. As long as
responses to the functional requirements of control help reach small
firm goals, such configurations have equifinal worth (Fiss, 2007).

Scoping variations of control

HR practices are the tools used to control the human side of work as
well as the differentiation and integration of tasks. In this section, we
scope control style responses to the functional requirements. The style
of control ranges along dimensions of 1) formality and informality, 2)
hierarchical power and equality and 3) input and output control.

Formality involves a reliance on more formal or more direct control
procedures. Formal control diminishes the need for interaction between
the owner-employer and workers and replaces this with instrumental
artefacts such as measures and formal procedures. The opposite of formal
control is not simply informal control (i.e. the absence of formal control)
but direct control. When formal rules are absent, control is exercised
through close interaction, where decisions are made on a personal,
case-by-case basis (Marlow & Patton, 2002; Whitley, 1999). Direct control
in the absence of formal control may create tensions - for example,
without formality, superiors find it difficult to express their expectations
and obligations to their workers (Gilman & Edwards, 2008; Nadin &
Cassell, 2007). However, even when small firms adopt a formal HRM
strategy, its use can be piecemeal or reactive (Harney & Dundon, 2006).
Small businesses’ HRM ranges from nonformal and direct to somewhat
more sophisticated and formalised (Rauch & Hatak, 2016).



10 B.KROON AND J. PAAUWE

Hierarchy describes the power distance between superiors and workers
(Bedford & Malmi, 2015; Etzioni, 1961; Storey, 1985). In a heavily hier-
archical relationship, the owner-manager acts in an authoritarian way
and minimizes worker autonomy. The opposite end of this dimension
can be characterised by equality between management and workers,
where a significant amount of control is arranged through egalitarian,
horizontal or team-like exchanges (Bedford & Malmi, 2015; Ouchi, 1979;
Scase, 2003). Under egalitarian control, superiors work alongside their
workers, teaming up for the survival of the company. HR practices for
equality, such as year-end profit shares, minimize distinction between
owners and workers.

The third control dimension relates to the relative emphasis on results
(output control) or on the people who do the job (input control). Input
control focuses on the qualities, skills and behaviours of workers
(Merchant, 1985). In focusing on the individual, management expects
the desired results to follow automatically (Bedford & Malmi, 2015;
Ouchi, 1979). In contrast, when using output control, there is no need
to become involved with the activities executed by the person carrying
out the job, since output control is only concerned with the results and
outcomes of the job (Cappelli & Keller, 2012; Merchant, 1985). Compared
to formalization and the authority style (hierarchy), the distinction
between behaviour and output control is less prominent in the small
organizations literature, but it does come forth in Cappelli and Keller
(2012) typology of direct and third-party or subcontracted forms of
work relationships and resonates with work in the networked economy.
Moreover, the risks of working conditions under output control are
highlighted by critics of the ‘small is beautiful’ paradigm, which negate
the view that close and personal relationships in small organizations are
by definition harmonious (Rainnie, 1985).

Eventually, organizations take different positions on each of the control
dimensions, which evolve as an outcome from the dualistic interplay
between the structural context and employers’ and workers’ agency.
These configurations are social constructions that are reproduced in the
behaviour and understanding of all actors, i.e. owners and workers (Fiss,
2007; Whittington, 1992). In their reproduction, configurations are tem-
porary but relatively stable responses in how organizations and their
members as a social system respond to the functional requirements.

Typology of control in SMEs

Configurations of responses to meet the functional requirements along
the three dimensions of control are associated with specific sets of HR
practices, as will be illustrated in this section. For purposes of theoretical
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advancement and to reduce the range of possible configurations, we
only describe combinations of the extreme values of the three dimen-
sions, which results in eight ideal-type configurations of HRM. We will
illustrate each configuration by drawing on previous research. This
approach results in labelling the resulting configurations as traditional
owner-manager firms, strategic entrepreneurs, craft employers, knowledge
entrepreneurs, Bleak Houses, subcontracted networks, alliances, and
partnerships (see Figure 1). Table 3 details examples of HR practices
(subdivided into employment and work practices) for each
configuration.

Following configuration theory, ideal types align with internal (e.g.
ownership, strategy, and growth) and external (e.g. the institutional
context and labour market) conditions such that there is temporal sta-
bility until a presenting issue challenges the status quo (Harney &
Alkhalaf, 2020). We formulate eight propositions for sample contextual
conditions associated with each ideal type. Additionally, we highlight a
range of presenting issues that may lead agents who enact one ideal
type to adopt another. The propositions are not exhaustive but serve
to illustrate how context relates to the stability of and changes in
ideal types.

/ | Traditional Strategic
// Iowner-managed firm « Entrepreneur
/ [ /
z / I p ’
G .
.% Bleak House Subcontracted
. network

Craft Knowledge
employer (iji) = == == = == ————— Entrepreneur
’
/7
/

Equality

Alliance

Direct control Formal control

Figure 1. Small firm HRM configurations based on dimensions of management control.
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Traditional owner-managed firms resemble Mintzberg’s (1979) simple
structure: a centralized organizational structure in which the owner
takes a dominant position. Many case studies of small manufacturing,
transport or construction organizations have found HRM patterns resem-
bling the traditional owner-manager type (e.g. Grugulis et al., 2000;
Marlow & Patton, 2002; Ram, 1991; Ram & Holliday, 1993). Authority
is centralized in the owner’s proprietorial hands and has been described
as charismatic, autocratic (Goffee & Scase, 1995) or paternalistic (Goss,
1991; Whitley, 1999). Workers are employees, and work relationships
are (sometimes literally) family-like, so the emphasis is more on personal
qualities and behaviour than on output (Senftlechner & Hiebl, 2015).
To maintain a close and personal family-like climate, work relationships
are informal (Whitley, 1999). Recruiting members to the organization
happens through personal (often family or community) and business
networks (Horak, 2017; Marchington et al., 2003). Changes in demand
are primarily met by creating internal numerical flexibility, such as
through overtime work (Marlow, 2002; Mihail, 2004). Continuity is
achieved by establishing a close and personal working climate more
than through pay or personal growth (Baron et al., 1996). Work is
functionally divided among staff and integrated in a hierarchical manner
with an in-group of owner and family members taking the strategic
positions. Employees have little say over strategies and work (Dundon
et al.,, 1999; Gilman et al., 2015).

Proposition 1a:

Family ownership, local community embeddedness, and the production
of traditional craft products reinforce the traditional owner-manager
configuration.

Proposition 1a:

Succession is a presenting issue for traditional owner-managed firms,
which leads to more formalization of work relationships, as successors
are often better educated in management theory and need to mark their
authority by adopting a more formal approach to work relationships. The
nearest configuration will be strategic entrepreneurs.

Strategic entrepreneurs most closely resemble modern high-performance
HRM configurations of large organizations, which are found in
growth-oriented start-ups (Barringer et al., 2005) involving capital from
external investors (Gundry & Welsch, 2001), in capital-intensive indus-
tries and in organizations closely collaborating with larger firms
(Barringer et al., 2005). These conditions foster the need for a more
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formal approach to HRM. Strategic entrepreneurs manage the organi-
zation as if it were already a large organization with a mission and a
clear vision for how to achieve it (Barringer et al., 2005). The approach
manifests in an awareness of human capital importance (input control)
for achieving business results (Horak, 2017). Recruiting members to the
organization occurs through selective hiring (Horak, 2017). Flexibility
is incorporated both quantitatively (overtime pay) and qualitatively (staff
training programmes that ensure that employees can take on several
roles) (Barringer et al., 2005). Stock options and financial incentives
attach workers to the organization (Baron et al., 1999). Often, strategic
entrepreneurs have earlier managerial experience and are embedded in
business networks, leading them to mimic “large firm” approaches to
work division and control: hierarchical organization layers, functionally
specialised managers, and formal regulation of workers’ voice (Davila,
2005; Gilman et al., 2002; Lacoursiére et al., 2008).

Proposition 2a:

Being under the reign of external capital reinforces the strategic entre-
preneurial configuration because board members representing external
capital demand a business plan, insert formal controls, and provide
business consulting.

Proposition 2b:

External financers may impose presenting issues to strategic entre-
preneurs. Apart from vulnerability to take-over, which marks the end
of an independent small business, external financers can require lean
strategies, resulting in the outsourcing of parts of the business to sup-
plier organizations. Strategic entrepreneurs could then develop towards
subcontracted networks.

Craft employers are microbusinesses based on the specific craft skills
of an entrepreneur (e.g. a hairdresser or carpenter) who hires a few
employees because there is more work than he or she can handle (Goffee
& Scase, 1995). Craft employers typically lack entrepreneurial orientation,
and their businesses operate in local niches (Monder Ram et al., 2001).
When determining how to deal with workers, craft employers draw
comparisons to other craft employers in the immediate local community,
as they do not have the time or interest to invest in in-depth knowledge
on HRM (Kitching, 2016). Craft employers exercise leadership by work-
ing alongside their workers, setting standards of behaviour by acting as
role models (Goffee & Scase, 1995). As such, hierarchy is exercised
through continuous and informal mutual adjustments in the absence of
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formal management functions. Because leadership involves many face-to-
face interactions, craft employers recruit workers that guarantee harmo-
nious interpersonal relationships through informal networks of family
and friends (Goffee & Scase, 1995; Monder Ram et al., 2001). These
employers rely on the numerical flexibility of their present staff to meet
demands because they doubt the quality of the work of “strangers”
(Goffee & Scase, 1995). Work division is informally negotiated, and a
close and personal working climate ensures employee commitment.

Proposition 3a:

Peer-like relations with workers in craft employers align better with mi-
cro firms than with small or medium-sized firms.

Proposition 3b:

There are numerous presenting issues associated with the liability of
smallness. For example, regulations for employment protection imposing
greater financial risks on employers, lead craft employers to move from
being employers to joining alliances of individual self-employed workers.
Knowledge entrepreneurs exist in creative industries, consultancies
and the ICT sector, where work is of an intellectual nature and where
higher-educated knowledge workers form the majority of the workforce.
What these organizations share is the intangible resource of professional
knowledge and skills, resulting in a strong emphasis on input control
(Alvesson, 2000). Professional norms and regulations bring about more
formalised work relationships compared to those found among craft
employers or traditional owner-manager firms (Whitley, 1999). As owners
often come from the same profession as their workers and as some
workers help sustain networks with customers, egalitarian modes of
control prevail ( Goss, 1991; Monder Ram, 1999 ). Overall, cooperation,
trust and interdependence between owners and workers arise (Ram,
1999). In recruiting members to the organization, owners use peer
referrals within professional networks to find specialist human capital
and to ensure embeddedness in professional and customer networks
(Behrends, 2007). Interesting work and room for professional develop-
ment (training and taking on new projects) commit workers to these
organizations more than competitive remuneration (Barret, 1999). Work
division is not very strict; there is room to take on new ideas that go
extend the job description (Barret, 1999). Work is coordinated through
procedural informality with everyone adhering to professional rules of
conduct, which can be labelled formal because they are agreed-upon
working standards (Baron et al., 1996). Consultants and IT specialists
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in small organizations refer to the management style as egalitarian with
open communication lines and regular formal meetings (Ram, 1999).

Proposition 4a:

The industries in which knowledge entrepreneurs thrive are in specialist
business to business services.

Proposition 4b:

Fluctuations in the demand for specialist services pose presenting issues
to this configuration. The need to adjust to market demands can cause

a move towards subcontracted networks, where specialists are hired for
projects on a needs basis. Alternatively, the configuration could develop
in a partnership, where all workers become owners and as such responsi-
ble for bringing in their own projects.

Bleak Houses, a concept derived from the title of a novel by Charles
Dickens, illustrates the potentially exploitative, darker side of working
for a small organization (Rainnie, 1989). For survival, Bleak House
employers compete on prices with larger organizations, resulting in low
wages and very minimal investments in equipment or staff (Patel &
Cardon, 2010). Such enterprises employing low paid, low skilled, and
often migrant labour can be found in supplying industries, housework,
tourism and agriculture. Owner-dominated and seemingly arbitrary deci-
sions characterise a precarious work relationship (Anderson, 2010).
Employment control is strictly hierarchical but lacks formal structures,
since formality would increase cost with an almost complete focus on
work output control rather than input control. Recruiting members to
the organization takes place through family or coethnic immigrant net-
works (Edwards & Ram, 2006). Flexibility is purely numerical: overtime
is demanded or workers are fired. The work relationship is transactional;
workers are in jobs such as these to survive on the margins of society
and typically earn very low wages or piece-rate rewards (e.g. Datta et al,,
2007). Work division and coordination are strictly hierarchical and
characterised by an almost complete lack of say in employment and
work practices (Felstead & Jewson, 1997).

Proposition 5a:

Bleak House configurations thrive on the margins of the economy or in
weak states, where they are off the radar for inspection or correction and
where workers have little power to change their situation.
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Proposition 5b:

Presenting issues are changes in public awareness on working conditions
and increased political interference in sectors with vulnerable workers.
Stricter inspection can move a Bleak House configuration in various
directions. Configurations with a strong output focus will turn into
subcontracted networks, while some may truly improve care for workers
and develop into traditional owner-managed firms.

Subcontracted networks exist when an entrepreneur wants to expand
his or her business without having to deal with the hassles of tenured
employees (Klaas et al., 2005). Subcontracted constructions include free-
lancing, on-demand gig work, agency work and pay rolling (Cappelli &
Keller, 2012; Flinchbaugh et al., 2020; Guerci et al., 2015). Here there
is no formal employer-employee relationship other than a contract in
which a certain amount of labour (in hours or output) is exchanged
for income (Flinchbaugh et al., 2020). By outsourcing all investments
in personnel other than pay to the subcontractor, the focus of control
is on work output. The configuration depicts a strictly transactional
employer-worker relationship. The work relationship is hierarchical: there
is a formal contract about the precise exchange conditions with a fixed
term. Workers have little say beyond what is contractually agreed upon
(Whitley, 1999). From an employer perspective, the work relationship
is clear: the focus is on work output, and the subcontractor can decide
who does the work and in what manner. Research finds positive effects
of subcontracted labour for organizations but largely harmful effects for
the workers themselves (Flinchbaugh et al., 2020). Employment risks
are transferred to the worker, which qualifies many subcontracted con-
structions as “bad jobs” with high levels of job insecurity, low pay, no
training, no insurance and no voice (Kalleberg et al., 2000; Quinlan, 2015).

Proposition 6a:

Transaction costs are an important motive for subcontracted networks.
The rise of flexible forms of work causes an ever-increasing number of
employers to move to subcontracting rather than hiring.

Proposition 6b:

Presenting issues happen at the macrolevel of politics and social security.
New regulations aim to protect workers from the liabilities of flexible
work arrangements, which could stop the trend towards subcontract-
ing and bring workers back to traditional owner-managed, strategic, or
knowledge entrepreneur configurations.
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Alliances concern informal mutual agreements between equals to
deliver an output. Such entities are not organizations in the traditional
sense but social units of (generally self-employed) individuals who work
together on a more or less regular basis. This configuration fits with
the image of adhocracy or networked ‘organizations’ (Goffee & Scase,
1995; Mintzberg, 1979). Examples of alliances are found in labour-intensive
professions such as construction or in the “alternative” not-for-profit
circuit (as in a cooperative bookshop) and in the music industry
(Coulson, 2012; Goss, 1991). A lack of hierarchy and formal rules defines
this typology (Goffee & Scase, 1995). As all interaction is negotiated
through social interaction, alliances have trouble achieving profitability
(Goss, 1991). Recruiting members to the alliance occurs through a local
social community of craftspeople or people with shared ideals. Individuals
are committed to an alliance because it offers more security (income
and continuity of work) than standalone self-employed entrepreneurship
due to the presence of shared customer and knowledge networks.
Individuals divide work informally in mutual negotiation, and work
coordination is organized in informal meetings, where all members
have a say.

Proposition 7a:

The alliance configuration is viable for recurring project work for which
teamwork is essential, but the skill mix may vary from one project to the
next. Individual self-employed workers find partners for a project among
those with whom they collaborated before.

Proposition 7b:

A booming economy poses a presenting issue to this configuration when
solo self-employed individuals notice that their peers are too busy to
join. In such cases, the alliance configuration will be abandoned, and the
self-employed individual strengthens control over the work relationship
by offering permanent employment contracts. The configuration then
develops into a craft employer.

Partnerships are formally contracted associations between equals: orga-
nizations owned by their workers often called associates or partners
(Greenwood et al., 2007). Partnerships are common in human capital-intensive
professional services such as medical and legal professions (e.g. dentistry
and advocacy) and in management consulting (Levin & Tadelis, 2005). Less
common but similar in terms of control are worker-owned and managed
organizations found in a broad range of industries, including production
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and agriculture (Cheney et al., 2014). Contractual arrangements form the
basis of lateral work relationships. Contracts may concern shared costs,
goodwill or the amount of financial or labour input. Such contracts serve
to retain and motivate partners (Cheney et al., 2014; Von Nordenflycht,
2010). Members of a partnership work as equals, and as each has an
equivalent say in the organization, there is little hierarchy (Wynn, 2016).
Recruiting members to the organization takes place through a strict selec-
tion of potential partners or co-owners by evaluating a candidate’s ability
to become a partner (Greenwood et al., 2007; Levin & Tadelis, 2005).
Contractual agreements function as formal controls of each partner’s con-
tribution to the organization.

Proposition 8a:

Partnerships are the institutionalized form of business found in a few
specific professions, such as surgery, consulting, and law.

Proposition 8b:

Presenting issues emerge when medical and legal professionals change
work expectations. New generations object to the high investment re-
quired to become a partner and no longer aspire to the long work hours
associated with a partnership, which will cause partnerships to transform
into knowledge - or strategic entrepreneurs, due to the preference for
formalized control that comes with the profession.

In conclusion, the typology based on control dimensions provides a
theoretical lens through which to observe the phenotypes of HRM in
small organizations. The approach does not replace integrative perspec-
tives such as open systems theory (Harney & Dundon, 2006; Lacoursiere
et al., 2008), institutional theory (Edwards et al., 2006), mixed embed-
dedness (Edwards & Ram, 2006), or structuration theory (Kroon &
Paauwe, 2014), but offers an analytical starting point from which to
detect, describe, contrast, compare and contextualize empirically observed
configurations of work relationships and associated HRM practices in
a broad diversity of small organizations.

Discussion and future research

Research on HRM in small organizations requires a new approach to
find means used to organize work in organizations that cannot be
captured by questionnaires of high-performance work systems developed
in the context of large organizations. The goal of this contribution is



20 B.KROON AND J. PAAUWE

to provide a typological model of based on the control of work and
work relationships in small enterprises as an alternative approach for
analysing HRM. The typology can advance the development of inte-
grative configurations that position the phenomenon of HRM in the
various contexts of small organizations. This approach provides oppor-
tunities for theory building and practice as explained below.

The focus on control styles provides a lens from which to study
HRM responses of new types of small organizations such as those
developing in the networked economy. By including output oriented
control as a style to manage work and workers, three new configura-
tions were found to describe alternative forms of small firm HRM:
alliances, subcontracted networks and partnerships. The subcontracted
workforce has been largely ignored in the previous small firm employ-
ment relations literature, partly due to a focus on employment rather
than work relationships. In a similar vein, the approach can bridge
the small organizations and self-employed entrepreneurship literatures.
This concerns the domain of microenterprises facing growth and
responses to control the inherent development of work relationships
to meet work demands (Baines & Robson, 2001). To date, alliances
that develop between the self-employed are largely ignored in the HRM
literature.

The approach can also bridge the small firm and family firm litera-
tures. Similar to small organizations, family firms are not a homogeneous
sector. Family ownership and family member involvement impose a
challenge to the control of work and work relationships that is common
to many small organizations (Combs et al., 2018). Again, observing the
control styles could be the starting point for understanding the complex
interplay between family and workers in small, family-owned and man-
aged organizations.

The control-styles based typology can advance integrative configura-
tions research. Such research requires methods that can assess complex,
nonlinear, and synergistic effects. Set-theoretic methods that use a
Boolean strategy to determine which combinations or ‘sets’ of organi-
zational characteristics combine to result in an outcome are best suited
to finding configurations (Fiss, 2007). Set-theoretic methods show pat-
terns under more stable structural conditions and during events that
induce change initiated by agents who behave and act within these
structures (Giddens, 1984; Johns, 2006).

The first step in building an integrative configuration therefore
involves using the four functional requirements to ask open-ended ques-
tions about the organization of work to representative members of an
organization. For recruiting members, one could ask “how is it ensured
that there are enough people to perform work?” To ensure continuity,
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“what is done to ensure that these people contribute their time and
effort to the organization?”. For differentiation, “how is work divided
between all those working for the organization?”. Finally, for integration,
one could ask “what is done to coordinate the work once tasks are
divided?”. As an important advantage of this approach, it is not the
sheer presence of HRM practices that matters but the intended and
actual effects that these employment and work practices have with
respect to meeting functional requirements (Arthur & Boyles, 2007).
For example, training may be used to staff an organization with the
right skills and competencies, but it may also serve to manage exchange
relationships with workers. This phenomenon will only surface when
practices are unveiled after asking about functional requirements and
never when these are established as part of a checklist. In a configura-
tion, the parts of the system make up the whole.

Open-ended questions on how functional requirements are dealt with
provide observations that can be coded in terms of control dimensions.
Does the organization of work relationships that appears from answers
to these questions align with direct or formal control or with output
or input control? Is this process hierarchical or egalitarian? Table 3
provides examples of ways to find the nearest ideal type configuration.
Then, asking why the functional requirements are met as they are will
link the configuration to the context indicating structural contingencies,
agency, and change. The descriptions of the eight types already indicate
some professions and sectors wherein certain configurations are likely
to occur. This search for configurational fit with organizational contin-
gencies could be a next research avenue.

Of theoretical interest are questions concerning the relative importance
of determinants and the stability and viability of configurations. The
first question concerns the relative importance of determinants for the
types. Determinants can be systematically compared by taking a sub-
stantive sample of small firms that operate in the same product sector
and in the same labour market, mapping their configurations of control
of work relations and the determinants mentioned, and systematically
comparing and contrasting determinants to find which combinations or
paths dominate for each type. Research on this question can provide a
further theoretical understanding of the ‘why’ of determinants: what is
the relative importance of previously suggested determinants such as
transaction costs, labour dependence, owner imprinting and agency?

The second question addresses the stability of the configurations.
Configurations have temporal stability that changes when presenting
issues happen, challenging the ways in which work relationships are
controlled (Harney & Alkhalaf, 2020). The propositions indicate that
presenting issues will most likely affect one of the control dimensions
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and not all at the same time, making transitions to another configuration
gradual and changes from one type to the opposite in the cube unlikely.

A related question concerns which dimensions of control are more
robust to disruptions and whether effects are more fundamental to
disruptions caused by changes to the external context (e.g. society) or
to disruptions to the internal context (e.g. ownership). An additional
way to capture causes for changes in control types involves process
research (Langley, 2007), which tracks the presenting issues contributing
to major shifts in organizing the control of work relationships. After
an issue such as a change in ownership or declining performance
emerges, the small organization will be in a state of flux with increased
dynamics, which will enable sharper insight into the effects of the dif-
ferent determinants and the kind of agency exerted by the owner man-
ager on the nature of and change in HRM responses. Repeated intervals
of interviews could help establish chains of cause and effect and thus
help clarify underlying processes.

Finally, the question of the viability of configurations in relation to
the survival of small organizations is important. The business goals of
small organizations are framed in terms of continuity, personal satisfac-
tion and exceeding customer expectations rather than growth, which
poses the question of whether various styles of control bring about or
cause these business outcomes. This last question could facilitate con-
sultation with small organizations. How can small business entrepreneurs
better reach their goals by changing their ways of controlling work
relationships in their firms?

Overall, a stronger understanding of the relative importance of deter-
minants and of the stability and viability of control configurations for
work relationships has practical implications for labour and economic
policy makers, for inspection and law enforcement, for the success of
small businesses and for workers whose incomes depend on them.
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