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THE KNOWLEDGE ECONOMY:
EMERGING ORGANIZATIONAL
FORMS, MISSING MICROFOUNDATIONS, AND KEY CONSIDERATIONS
FOR MANAGING HUMAN CAPITAL
TEPPO FELIN, TODD R. ZENGER, AND
JOSHUA TOMSIK
In this paper we outline an increasingly predominant, “communal,” perspective of the emerging knowledge economy and explore its emphasis
on various nonmarket mechanisms of production. Although the communal
perspective suggests organizational forms, governance mechanisms, and
knowledge processes that may facilitate knowledge creation and knowledge transfer, we argue that it misses the seemingly contradictory trends of
organizational disaggregation and the foundational importance of market
mechanisms in knowledge creation. We contrast and partly reconcile these
two perspectives of the knowledge economy and highlight key considerations related to the microfoundations of knowledge and human capital
management. © 2009 Wiley Periodicals, Inc.
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cross a broad range of disparate literatures, a consensus has emerged
that our society is moving toward
a postindustrial or postbureaucratic society in which knowledge
and information drive economic growth
(Albert & Bradley, 1997; Bell, 1973; Benkler,
2006; Bresnahan, Brynjolfsson, & Hitt, 2000;
Castells, 2000; Huber, 2004; Machlup, 1980;
Powell & Snellman, 2004; Sunstein, 2006;
Teece, 2003). The radical, economywide
shift toward information- and knowledge-

A

intensive professional services is indicative
of this trend (e.g., Drucker, 1993; Greenwood & Empson, 2003; Heckscher & Adler,
2006; Maister, 1993; Teece, 2003; Webster,
1995). Defined by its “greater reliance on
intellectual capabilities than on physical
inputs” (Powell & Snellman, 2004, p. 199),
the knowledge economy puts emphasis on
human capital. Thus, organizational scholars and practitioners must recognize the
urgent need to adjust their models, assumptions, and practices significantly to account

Correspondence to: Teppo Felin, Marriott School, Brigham Young University, 590 Tanner Building, Provo, UT
84602, Phone: 801-422-3478, Fax: 801-422-0539, E-mail: teppo.felin@byu.edu
Human Resource Management, July–August 2009, Vol. 48, No. 4, Pp. 555–570
© 2009 Wiley Periodicals, Inc.
Published online in Wiley InterScience (www.interscience.wiley.com).
DOI: 10.1002/hrm.20299

556

HUMAN RESOURCE MANAGEMENT, JULY–AUGUST 2009

for how work is and will be performed and
organized in an increasingly informationand knowledge-intensive world (Blair &
Kochan, 2000; Boisot, 1999; Castells, 2000;
Foss, 2006; Nahapiet, Gratton, & Rocha,
2005; Powell & Snellman, 2004; Teece,
2003). As Zenger and Hesterly (1997) note,
“there is growing evidence of a fundamental shift in the forms that govern economic
activity” (p. 210; cf. Huber, 2004).
Important questions accompany the
emerging knowledge economy, questions
for which managers and HR professionals
need practical answers. These questions include:
•
•
•
•
•

•

How will work be organized and performed in the future?
What is the emerging nature of the
employment relationship?
Which of the emerging organizational
forms will predominate?
Which organizational forms will most
effectively create and govern knowledge?
How do we best conceive of and practically operationalize knowledge management?
What role will incentives and ownership
play in the knowledge economy?

Addressing these questions defines HR
professionals’ strategic work (cf. Barney &
Wright, 1998). However, answering these
questions is far from easy because of various
contradictory trends and differing prescriptions for how best to manage, create, and
transfer knowledge. As Adler (2001) notes,
the “economy’s growing knowledge intensity is pushing the employment relationship
in several somewhat contradictory directions” (p. 220; see also Blair & Kochan, 2000;
Cappelli, 2005). Thus, articulating theoretical and practical solutions for managing HR
in the knowledge economy has been problematic.
Many scholars describing the new
knowledge-based economy emphasize its
more collective or communal nature and
structure (the communal perspective), and
they have focused on the importance
of nonmarket mechanisms in knowledge

creation and production. We first review
this important perspective and note that
scholars have ignored critical individual microfoundations. Specifically, by microfoundations we mean those key, compositional
and micro, generally individual-level factors
that need to be understood and specified in
order to explain any collective phenomenon (Felin & Hesterly, 2007), including
communal knowledge creation. Furthermore, we highlight the trend in today’s
knowledge economy toward organizational
disaggregation and the increased importance of market mechanisms (such as
high-powered incentives), which operate
concurrently with, though seem to contradict, the communal perspective. Next, we
explain the microfoundations and market
mechanisms that underpin organizational
disaggregation and the communal governance forms observed in the knowledge
economy. Because of the increasingly central role of HR professionals in knowledge
management, we also discuss key factors
related to knowledge and human capital
management.

A Primer on Knowledge and
Communal Forms of Organization
A growing number of scholars suggest that
the knowledge economy requires governance
that extends beyond a single organization’s
boundaries to networks and communities of
firms and larger groups of individuals (Adler,
2001; Benkler, 2006; Brown & Duguid, 2001;
Castells, 2000; Kogut, 2000; Powell, Koput, &
Smith-Doerr, 1996). Scholars advocating
these communal forms for the knowledge
economy argue that “community—particularly in the form of community of practice—
is increasingly recognized as the organizational principle most effective in generating
and sharing new knowledge” (Adler, 2001, p.
220; Benkler, 2004). Others reinforce this
perspective, arguing that “communities of
practice” (Brown & Duguid, 2001; Wenger,
1999; Wenger, McDermott, & Snyder, 2002)
or “collaborative communities” (Adler, Kwon,
& Heckscher, 2007; Heckscher & Adler, 2006;
Nahapiet et al., 2005; O’Mahony & Ferraro,
Human Resource Management DOI: 10.1002/hrm
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2007), or “peer and social production” (Benkler, 2006), or “governance in community
forms” (for a recent overview, see O’Mahony
& Ferraro, 2007) are the organizational forms
that best define the knowledge economy.
This perspective envisions “the emergence of
a networked information economy” (Benkler, 2006, p. 2) that functions as the backbone of the knowledge and information
economy (see Boisot, 1999; Castells, 2000;
Powell, 1990).
The case for communal organizing is
anchored in the logic that the complexity
and scope of information and knowledge
render any organization or hierarchy, let
alone an individual, incapable of storing
and producing critical knowledge (see
Boisot, 1999; Castells, 2000; Kogut, 2000;
Lee & Cole, 2003). Forms of collective governance, including networks of both loosely
and tightly linked relationships, are required to accumulate and create knowledge.
The communal perspective suggests that
the organization and its boundaries have
become increasingly “permeable” (Powell et
al., 1996, p. 143) and even superfluous as
networks and communities more effectively
gather and recombine knowledge from disparate sources (Freeman & Audia, 2006;
Nahapiet et al., 2005). Furthermore, some
argue that “as production is reconfigured to
allow planful control over ever-larger aggregates—from individual tasks to whole work
processes, larger firms, then entire supply
chains—the role of the market as a coordinating mechanism is progressively subordinated”
(Adler & Heckscher, 2006, pp. 77–78, emphasis added; cf. Powell et al., 1996).
A central feature of the emerging knowledge economy, according to communal scholars, is its increased shift away from such
market mechanisms as high-powered incentives and ownership—these market mechanisms are thought to create unnecessarily
adversarial relationships in organizations by
hindering cooperation and information sharing (Benkler, 2006; Ghoshal & Moran, 1996;
cf. Ferraro et al., 2005). Market-based mechanisms, these scholars argue, stifle cooperation
and trust in organizations—the very elements
necessary for knowledge creation in the knowlHuman Resource Management DOI: 10.1002/hrm
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edge economy (Adler, 2002; Adler et al., 2007;
Ghoshal, 2003; Nahapiet et al., 2005). Some
scholars even question whether the full benefits of collaborative communities and the associated knowledge creation can be unleashed
under a capitalist market system (Adler &
Heckscher, 2006, pp. 67–77; see
also Adler, Forbes, & Wilmott,
A central feature
2007, p. 8; Benkler, 2006; Grey &
Wilmott, 2005), because “capitalist
of the emerging
development corrodes traditional
forms of community” (Adler & knowledge economy,
Heckscher, 2007, p. 12). Instead,
according to
they call for the communal forms
of organizing that post–World War communal scholars,
II organizations exhibited (see Ferraro, Pfeffer, & Sutton, 2005, p. 19) is its increased shift
or for the collective forms of the
away from such
more traditional communityoriented models of “pre-capitalist market mechanisms
societies” (see Adler & Heckscher,
as high-powered
2006, p. 14).
The communal perspective of
incentives and
knowledge, then, emphasizes various “nonmarket” mechanisms and
ownership—these
argues for a “new modality of production: commons-based peer market mechanisms
production,” rather than “marketare thought to
based” exchange based on “property rights” (Benkler, 2006, p. 60).
create unnecessarily
(See Table I.) From a communal
perspective, individual effort and
adversarial
contribution in the knowledge
relationships in
economy are driven by volunteerism and intrinsic motivation rather
organizations
than by extrinsic rewards. Central
to this motivation is people’s deby hindering
sire to belong and to share a sense
cooperation and
of identity and purpose. The communal perspective highlights
information sharing.
open-source innovation—“a community-based model of knowledge
creation”—as an idealized model of knowledge creation and production (Lee & Cole,
2003, p. 633; see also Benkler, 2006; Weber,
2004; or O’Mahony & Ferraro, 2007). In such
communities, exchange based on self-interest
and incentives gives way to collaboration,
social interaction, and forms of governance
that meet communal ideals where knowledge
is freely shared and transferred and trust acts
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TABLE

I

Knowledge and Microfoundations

Key Dimensions
Locus of Activity and
Knowledge
Emerging Forms and
Governance Mechanisms
Organizational Boundaries
Decision Making
Key Conceptions of the
Market (in Hierarchy)
Modality of Production
Idealized Metaphor and
Form
Organizing Logic
Problems
Imputation of Outcomes
Basis of Social Interaction
Conception of Self
Ownership

Communal Perspective
Higher, collective levels and
community
Networks, communities of
practices, collaborative
communities
Permeable, giving way to
higher collectives
Large-scale consensusbuilding
Social embeddedness and
problem of incentives and
competition
Commons
Family and precapitalist society,
community of practice
Social interaction and culture
Social loafing, boundaries,
incentives
To collective
Trust
Interdependent with the
social, problem of the self
Hard to conceptualize for
knowledge—no ownership

as a key organizing principle (Adler & Heckscher, 2006, p. 60; Benkler, 2002; Lee & Cole,
2003; O’Mahony & Ferraro, 2007).

The Need for Microfoundations
Extant communal and collective forms of
organizing, along with the emphasis on nonmarket mechanisms that motivate effort,
initially seem to be a reasonable description
of production in the emerging knowledge
economy. The communal perspective, however, ignores an equally prevalent (and partly
contradictory) trend toward organizational
disaggregation and particularly toward the
more marketlike features of emerging organizational forms, such as networks and communities. In short, the microfoundations are
missing. To understand knowledge governance and the associated implications for
human capital management fully, we must

Microfoundations of
Knowledge Production
Disaggregation, nested
levels, individuals
Markets in hierarchy,
partnerships, experts,
projects
Based on transaction,
individual interest
Expert and individual discretion
Invisible hand mechanism

Property rights and individual
knowledge
Market and disaggregated forms
(for example, partnerships)
Self-selection and interest
Interest alignment
To the individual
Results and interests
Core self with interests and
preferences and expertise
Individual imputation and
appropriation of residual rights
central to collective effort

explore the complementary and seemingly
contradictory features of these trends.
Although the communal perspective
views market incentives and property rights
as destructive to the cooperation essential in
networked and collective governance, we
contend that microlevel market mechanisms
are the essential building blocks of a knowledge-based economy. Indeed, market mechanisms and microfoundations enable rather
than impede networks and communal forms
of organization and associated knowledge
creation. Understanding these microfoundations of knowledge creation (cf. Felin & Foss,
2005; Felin & Hesterly, 2007) is critical to understanding knowledge creation as a whole.
In short, microfoundations provide a more
complete picture of the knowledge economy
and emphasize the more atomistic, marketlike organizational forms that also characterize it.
Human Resource Management DOI: 10.1002/hrm
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Two omissions in the communal perspective highlight the need to discuss microfoundations and the associated implications
for knowledge and human capital management.
First, by focusing on communities and
collectives and by viewing organizational
boundaries as permeable or even superfluous, the communal perspective causes us to
lose focus on a fundamental question:
What are the appropriate boundaries of
communal organizing? With its focus on
“ever-larger aggregates,” the communal perspective might suggest that knowledge creation and transfer occur most effectively
when organized in one large community or
firm, effectively subsuming the market (cf.
Coase, 1937; see Adler, 2001; Lee & Cole,
2003; Powell et al., 1996). The ethos of organizing into ever-larger communities and
networks, however, causes us to lose sight of
the fact that significant costs and productivity losses are associated with any form of
collective or communal production or
decision making. These costs and losses
reflect microfoundations and include wellestablished factors related to social loafing,
motivation, groupthink, deindividuation,
social comparison, and envy (e.g., Festinger
1954; Latane, Williams, & Harkins, 1979;
Nickerson & Zenger, 2008; Walster et al.,
1973). In short, despite the implicit assumption of communal approaches, as Latane
et al. (1979) caution, “many hands don’t
make work light”—which also is the case in
the knowledge economy. Indeed, free-riding
and social loafing and conflict can be problems in even the most virtuous community
(cf. Stroebe, Diehl, & Abakoumkin, 1992).
This suggests that there should be clear
boundaries and limits to organizations’
and communities’ possible size and scope
(Nickerson & Zenger, 2008). More generally,
the implied prescriptions by communal
scholars to organize around larger collectives and communities must be reconciled
with evidence of “disaggregation” and the
increased use of marketlike structures
(Zenger & Hesterly, 1997)—the surprising
benefits of creating knowledge through
smaller, disaggregated organizational forms
Human Resource Management DOI: 10.1002/hrm
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where high-powered, marketlike incentives
play an important role in motivating individual effort (Zenger, 1992, 1994). Although
communal knowledge creation and disaggregation are not necessarily incongruous,
they still need to be reconciled conceptually.
Second, and closely related to the point
regarding the boundaries of communal organizing, the communal perspective does
not specify the decision and ownership
rights associated with communal forms of
governance. Instead, the perspective assumes that organizational forms such as
community or networks will somehow
naturally create coherence in individual interests, and that ownMarket
ership does not matter (Benkler,
2006). Collective considerations
mechanisms and
subsume discretion, motivation,
and other individual-level facmicrofoundations
tors. The communal perspective
enable rather than
argues that the communal mechanisms of social interaction, culimpede networks
ture, and trust create unified
collective action, decision mak- and communal forms
ing, and consensus (cf. Adler,
of organization
2001). Yet, the microfoundations
of this “large-scale consensus
and associated
building” (Hecksher, 2004, p.
161; for further discussion of knowledge creation.
consensus, see O’Mahony &
Ferraro, 2007; cf. Sugden, 2001)
are not specified; for example, no guidance
is given for how divergent interests might
be reconciled. Specifically designing organizational forms and associated governance
mechanisms requires specifying “in whose
interests an organization should be controlled” and “how decisions and policies
ought to be made, by whom, and for whom”
(we use the definition by Greenwood &
Empson, 2003, p. 912, emphasis in original;
cf. O’Sullivan, 2000). If we are to understand a knowledge economy in which these
networked forms are undeniably more prevalent, our understanding of these forms
must also reflect the increased infusion of
market incentives and the microfoundations that enable these exact communal
forms.
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Disaggregation, the Microfoundations
of Knowledge, and Human Capital
To understand the knowledge economy fully,
we must reconcile two seemingly contradictory trends: the increased prevalence of both
communal organizational forms and the opposite trend of organizational disaggregation
(Zenger & Hesterly, 1997). Broadly defined,
organizational disaggregation means not only
that the size of the subunit and
the entire organization is decreasHierarchy, authority, ing (cf. Rossi-Hansberg & Wright,
2007), but also that purposeful
and managerial
and organizational activity is
rapidly increasing (Bhide, 2000;
intervention
Coleman, 1991) and that entreincreasingly are
preneurial activity—measured, for
example, by new business filings—
superseded by
has radically increased (Bhide,
organizational forms 2000; Birch, 1987; cf. Baumol,
2002). Significant increases in
that capitalize on
temporary employment relationships further magnify organizaindividual judgment
tional disaggregation (Barker &
Christensen, 1998), including an
and expertise via
increase in outsourcing (Coylebetter alignment
Shapiro & Morrow, 2006) and the
use of contingent and freelance
of high-powered
workers (Teece, 2003). Organizational disaggregation is happening
incentives.
not just economywide but also
within organizations. Overall, individuals increasingly are working in smaller
organizations or subunits, and under nontraditional employment relationships and organizational forms.
Coordination-enhancing tools, such as
information technology, drive organizational disaggregation in the knowledge
economy. Specifically, these tools allow people with disparate expertise and specialization to coordinate via disaggregated
and looser at-will collective arrangements
(cf. Bresnahan, Brynjolfsson, & Hitt, 2002).
Information technology, for example, has
lessened the need for employee colocation
and direct interaction (Bresnahan et al.,
2000). Cleaner interfaces in projects with
multiple experts allow for looser structures
and coordination that do not rely on direct

hierarchy and managerial intervention. In
fact, as we will discuss later, hierarchy, authority, and managerial intervention increasingly are superseded by organizational
forms that capitalize on individual judgment and expertise via better alignment of
high-powered incentives (Zenger & Hesterly,
1997; cf. Greenwood & Empson, 2003; Teece,
2003). Of course, there are limits to the extent that disaggregated production and
knowledge creation is feasible (see RossiHansberg & Wright, 2007, for an economic
perspective on this matter). Nonetheless,
the trend toward looser and smaller organization appears particularly evident in
knowledge- and human capital–intensive
professional services settings and also in
economies more widely (Teece, 2003; also
see Greenwood & Empson, 2003; Maister,
1993). The underlying ethos of organizing,
then, is increasingly one of smaller and disaggregated forms rather than larger and aggregated forms. The treaty-like relationships
(Teece, 2003) between individuals, of course,
do not mean that people need to be viewed
as wholly atomistic entities interacting in
markets that are independent of social relationships. Rather, as we will discuss, disaggregation allows for the better imputation of
individual effort and ability with outcomes
and rewards in team production settings.
The communal approach to knowledge
creation, of course, is not directly antithetical to organizational disaggregation. Indeed,
networks or communities and disaggregated
organizational forms are necessary complements: disaggregated, nonhierarchical structures enable networked, communal forms.
By focusing only on these collective and
communal structures without discussing the
market mechanisms and microdynamics
that make them possible, however, the communal perspective does not paint a complete
picture of the knowledge economy.
For example, communal perspective
scholars have highlighted open-source organizing as a new model of communal and
social production that heavily relies on nonmarket mechanisms, such as trust, intrinsic
motivation, and communal knowledge sharing. Recent large-scale studies of this form of
Human Resource Management DOI: 10.1002/hrm
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production, however, point out its striking
marketlike features, which in essence support
a more disaggregated, individualistic view.
Open-source production, for instance, is extremely disaggregated: most open-source
projects simply involve one person or only a
small, productive team (Healy & Schussman,
2003; Mockus, Fielding, & Herbsleb, 2002).
Open-source production also has proved to
be a powerful talent-sorting mechanism that
signals the value of talent and ability to potential employers (Lerner & Tirole, 2002; Leppamaki & Mustonen, 2009; Spence, 2002).
Furthermore, while the communal literature
heavily emphasizes intrinsic motivation,
nonetheless recent empirical work has also
noted the critical importance of extrinsic motivation in open-source settings (Roberts et
al., 2006), for example, as highly talented
individuals are able to appropriate value via
the reputations they develop. Although the
communal perspective highlights various
macro- and nonmarket mechanisms, these
emerging forms’ disaggregated nature and
marketlike features also need to be detailed
and recognized.
In what is considered one of the most
authoritative descriptions of the open-source
movement (Benkler, 2006, p. 66; Sunstein,
2006), Eric Raymond (2001) notes that “the
[open source] world behaves in many respects
like a free market or an ecology, a collection
of selfish agents at tempting to maximize
utility which in the process produces a
self-correcting spontaneous order more
elaborate and efficient than any amount of
central planning could have achieved”
(p. 52).
Organizational disaggregation, then, provides the general backdrop and trend for understanding the microfoundations of both
the knowledge economy and the communal
perspective. In the remainder of this section,
we identify and explain the following key
microfoundations of knowledge creation in
the knowledge economy: (1) high-powered
incentives and motivation, (2) discretion and
ownership, (3) self-selection and interest
alignment, and (4) human capital heterogeneity. These microfoundations are a relatively
unexplored undercurrent of the knowledge
Human Resource Management DOI: 10.1002/hrm

economy and further provide much-needed
individual-level underpinnings for the extant
collective or communal perspective of knowledge production (see Table I). These microfoundations also suggest key considerations
for human capital management in the knowledge economy.

High-Powered Incentives and
Motivation
Disaggregated organizational forms are central to the knowledge economy because they
increasingly allow the use of targeted, highpowered, marketlike incentives (Zenger &
Hesterly, 1997). The disaggregation of organizations, along with the associated developments in information technology and
measurement, have facilitated the increased
use of marketlike mechanisms for attracting
talent and inducing individuals to create and
share knowledge. As Zenger and others
persuasively show, smaller, disaggregated
organizations allow for a better alignment
between individual effort or ability and rewards (Zenger, 1992, 1994; cf. Olson, 1965,
pp. 27–29).
The problems of larger collectives and
communities with regard to incentives and
motivation are counterintuitive and surprising, thus requiring further explanation. The
reason that “the market mechanism fails to
optimize the production and distribution of
knowledge” (Adler & Hecksher, 2006, p. 29),
even with marketlike structures within organizations (Zenger & Hesterly, 1997), may
be closely associated with the fact that
within large organizations or communities,
rewarding talent with market mechanisms
is severely constrained because of problems
of social comparison costs and envy (Zenger,
1992, 1994). Thus, talented individuals with
high levels of expertise are suboptimally
rewarded in larger organizations because
their compensation is weakly linked to performance (Nickerson & Zenger, 2008), even
though their very efforts contribute disproportionately to collective outcomes (Felin &
Hesterly, 2007). In fact, research suggests
that highly talented individuals in knowledge-intensive settings leave to join or start
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smaller organizations because the latter
offer more marketlike incentives and better
reward effort and ability (Zenger, 1994).
Naturally, the migration of talented individuals has detrimental consequences for
the knowledge outcomes of the organizations they leave (Felin & Hesterly, 2007;
Somaya, Williamson, & Lorinkova, 2007).
Both the migration to more “collective” and
more disaggregated organization, then, are
as much a reflection of the inability of large
hierarchies to offer market-based mechanisms as they are of the power of collective
forms.
Of course, the fact that high-powered
incentives operate more effectively in
smaller organizations and disaggregated
forms does not eliminate the need for larger
collective and communal arrangements
(cf. Jones, Hesterly, & Borgatti, 1997). On
the contrary, the access to high-powered incentives in markets and smaller organizations necessitates networked collectives and makes them
possible. Through networks of loose, collective arrangements, smaller organizations
with high-powered incentives both competitively and cooperatively exchange and
produce knowledge. Thus, the rise of smaller,
disaggregated organizations complements
the distributed knowledge production in
communities, specifically because these
small organizations naturally have alliances
and other communal arrangements. Highpowered incentives, therefore, are a critical
microfoundation that enables collective arrangements and communal forms of organizing.
Managers and HR professionals running
large enterprises need to be aware of the
competition from disaggregated, networked
sets of small firms that benefit from highpowered incentives and marketlike structures. To compete, larger organizations can
replicate marketlike forms and incentive
systems that optimally align effort and ability with outcomes. For example, large organizations should disaggregate and organize
their human capital into smaller and more
focused groups and subunits, thus allowing
for alignment between abilities or effort and
rewards. Larger collectives tend to specify

and narrow the range of possible incentives
inaccurately (Nickerson & Zenger, 2008).
The problem of incentive alignment is particularly magnified with high-performing
individuals, leading to the risk that they
will leave to join smaller organizations or to
start their own firms. Managers and HR professionals should be attuned to problems of
organizational size and associated disincentives and seek to create smaller subunits
that create a tighter link between individual
effort and ability and rewards.

Discretion and Ownership
From the perspective of microfoundations,
individuals are both the central creators and
repositories of knowledge. Expertise is the
key currency of the knowledge economy,
and expert discretion provides perhaps the
critical source of knowledge in organizations (Teece, 2003; also see Greenwood &
Empson, 2003, p. 917). An important
microfoundation, then, is the autonomy
and discretion organizations give to experts
and individuals (cf. Foss & Foss, 2002).
The partnership model is a common
form of governance in the knowledge economy for capitalizing expertise and individual discretion and knowledge (Greenwood
& Empson, 2003, p. 909; Teece, 2003). Specifically, this model not only explicitly recognizes that “the knowledge of individuals
represents the key income-generating asset”
of organizations (Greenwood & Empson
2003, p. 917), but also gives these individuals (i.e., the partners) maximum latitude
and discretion in decision making (cf. Maister, 1993). The partnership model is a more
marketlike, targeted organizational form
that not only taps into individuals’ highly
specialized discretion, skills, and capabilities, but also more directly rewards effort
and talent. Ownership and associated rights
to the value created are at once allocated to
individuals and consolidated with partners,
who also have wide discretion about the
actions that should be taken.
The partnership form also partly resolve
common agency problems by making agents
act as principals (see Greenwood & Empson,
Human Resource Management DOI: 10.1002/hrm
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2003). Moreover, they resolve traditional
problems of team production and collective
action because internal monitoring is less
costly than monitoring by an external principal or stakeholder. The partnership form mitigates traditional problems of hierarchical
monitoring and inducement of the correct
actions manifest in shareholder-owned companies because it gives experts wide discretion
that is directly linked with ownership, rewards, and accountability. This structure also
allows partners increased autonomy and discretion regarding the activities that should
and can be taken, and responsibility and commensurate rewards for the outcomes (cf. Foss
& Foss, 2005). The alignment between ownership and outcomes is important because
experts within organizations also have the
capabilities and knowledge to make the best
decisions (Teece, 2003).
To highlight the link between the microfoundations of ownership and discretion
more carefully, we can consider any collective effort or joint production as a two-stage
game of value creation and value appropriation (Coff, 1999, 2008). The problem is that
the two are often decoupled, particularly in
larger collective settings where each stakeholder’s contribution is hard to describe, and
there is dispute about the appropriation of
the created value. When both discretion and
ownership are in the same hands, as the partnership form allows, then value creation and
appropriation are more tightly linked.
A central point here is that discretion, autonomy, and ownership in a knowledge economy need to be pushed down toward lower
levels, where the organization’s key knowledge
assets reside. Pushing decision making and
discretion to this level may be counterintuitive, as collective and communal scholars have
focused on higher-level consensus building
and social interaction as the key knowledge
source. Partnership and other disaggregated
forms of organization in professional services
have begun to address these issues (Teece,
2003).
As an important point of contrast, the
communal perspective specifically argues
that ownership and property matters are
increasingly irrelevant in the knowledge
Human Resource Management DOI: 10.1002/hrm

economy, as property rights give way to the
“commons” (see Benkler, 2002, 2006). Scholars argue that “the salient characteristic of
commons, as opposed to ‘property,’ is that
no single person has exclusive control over
the use and disposition of any particular
resource in the commons” (Benkler, 2006,
p. 60), and knowledge cannot be meaningfully owned. Although imputing individual
rights to a specific element of knowledge
(outcome) may be difficult, individuals
nonetheless maintain ownership over the
essential factor that generates knowledge:
themselves. Because individuals still have
discretion over where to work, how hard to
work, and so on, these property rights are
central to creative production in the knowledge economy. More than ever, ownership of
discretionary capabilities is central to creating knowledge (cf. Foss & Foss, 2005).
Although we emphasize expert discretion, the communal perspective places greater
focus on collective consensus—specifically,
where decisions and associated actions originate from social interaction. The distinction
between a focus on individual expertise and
a focus on collective consensus is subtle but
important. Again, the assumption from the
communal perspective is that the collective
jointly gets things right. Hence, the key
mechanism that the communal perspective
focuses on is the interaction of individuals
(a “wisdom of crowds” argument) rather than
the underlying expertise of the interacting
individuals. This, of course, is not to say that
building consensus is unimportant in the
knowledge economy; it simply means that a
communal focus misses and abstracts (and
assumes) away the underlying capability in
the individuals who are interacting and their
discretionary efforts to interact with and
create particular communities.
A key implication for managers and HR
professionals is to link more tightly ownership, discretion, and associated outcomes.
“Managing” human capital might appear to
be an oxymoron in this case, because the
“management” of human capital involves
allowing increased discretion and linking it
with the appropriate ownership and accountability for actions taken.
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Organizational forms such as the partnership model increasingly allow this linkage
and call for organizations to tie individual
discretion more tightly to the appropriate accountability and rewards. We might note that
our focus here does not disregard intrinsic
motivation; rather, discretion and ownership
may also include the efforts and motivation
outside extrinsic rewards. Furthermore, rather
than resort to the commons, ownership for
decisions and the discretion to make choices
are central in the knowledge economy.
Although knowledge production is about
knowledge sharing and recombination, the
most important work is cognitive, occurring
in people’s minds. Knowledge production is,
thus, at once both more individualistic and
more communal than, for instance, the
production of manufactured goals. Therefore,
although hierarchy may play a more limited
role in the knowledge economy, individual
autonomy and high-powered incentives are
critical.

Self-Selection and Interest
Alignment
A third microfoundation of the emerging
knowledge economy is that individuals who
have differing knowledge, skills, and abilities self-select into organizations based on
individual values and interests. Emerging
organizational forms increasingly allow for
self-selection based on interest both within
and across organizations—that is, expert
discretion and abilities drive the organizing
process in the knowledge economy (cf.
Schneider, 1987). Self-selection within
organizations means that organizations
increasingly allow individuals to choose
their work (Foss, 2003); self-selection across
organizations means that individuals, particularly expert talent, increasingly choose
(or establish) different organizational
settings or work on a project basis as agents
under loose employment treaties or contracts (rather than formal organizations).
Consequently, individual self-selection and
interests are powerful mechanisms of coordination, organization, and knowledge
sharing.

Individual self-selection and organization
based on interests are also increasing, given
numerous labor market trends in the emerging knowledge economy, such as an aging
workforce, increased information intensity,
relatively strong economies and associated
opportunities for mobility, increased entrepreneurship, and other related trends (for an
overview, see Brockbank & Ulrich, 2005;
Cappelli, 2005; also see Luthans, Yousseff, &
Avolio, 2006, pp. 4–6). These trends have
resulted in an “employees’ market” in which
choices for talented individuals with
expertise appear rather plentiful for the
foreseeable, long-term future (Bresnahan
et al., 2000; Cappelli, 2005).
The increased availability of information allows access to information about others’ interests, which further accelerates the
self-selection process in organizations. Selfselection based on interest provides a more
marketlike organizing logic and coordination mechanism for the knowledge economy, thus determining the composition of
organizations and teams. Although some
extant work suggests that price is the basic
coordination mechanism from a microfoundational perspective (see Adler, 2001,
p. 219) and that trust and consensus are the
key lubricants of coordination within the
communal perspective (see Table I), interest
and self-selection also provide key mechanisms for thinking about social interaction
and associated knowledge creation. People
make consequential choices about where to
work, how to work, what to work on, whom
to work with, and whom to trust (cf. Schneider, 1987); individuals self-select to work
on particular projects or with particular
organizations.
It is critical to note that self-selection by
interest is also a highly valuable “democratic” sorting process for organizations in
assessing project and action viability (see
Knudsen & Levinthal, 2007, for a related
discussion of polyarchy). There are, indeed,
some interesting links here with the
communal perspective. Specifically, people
can evaluate projects and organizational
initiatives based on individual interest
and expert judgment. Projects that are
Human Resource Management DOI: 10.1002/hrm
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not deemed feasible or valuable will not
garner sufficient individual support. The
literature on self-managed teams suggests
similar intuition (Kirkman & Rosen, 1999).
Of course, these “democratic” forms of
governance driven by self-selection and
interest may leave more mundane yet critical activities unaccomplished (cf. Zenger,
2002). The logic of self-selection, on the
other hand, particularly applies to highly
skilled experts and talent, specifically those
whose abilities, interests, and effort increasingly provide organizations’ key valuable
resources (Teece, 2003) and whose choices
and self-selection provide a rough decision
heuristic for which projects should or should
not be pursued. The organization, then,
may intervene, via its hierarchy and associated alignment of incentives, to ensure
that the mundane yet critical organizational
activities are accomplished. Intervening
at the level of project selection (via hierarchy or managerial authority), however,
may not be advisable, as the key knowledge
is specifically embedded in these experts
and individuals. The balance between
expert discretion and managerial intervention needs to be carefully considered
(cf. Ewing, 2007).
Managers and HR professionals, then,
should create an environment in which individuals can accumulate and recombine
knowledge via self-selection and interest
alignment. Allowing individuals to self-select
into projects they see as opportunities either
to accumulate or to create knowledge is vital
to managing in the knowledge economy.
Individuals seek the opportunity to self-select, a vital step to creating communities
where knowledge is effectively recombined
and transferred. Individuals—particularly experts—prefer choice. Consequently, permitting people to choose projects increases their
effort and optimizes their use of knowledge.
In reconsidering emergent employment relationships and in designing jobs and organizational forms, HR professionals need to take
into account self-organization by interests,
both across organizations (through labor
markets) and within them (through project
organization and selection).
Human Resource Management DOI: 10.1002/hrm
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Management, therefore, may choose
organizational forms such as projects and
other loose interactions organized around
interests. Such organization by interests
may result in organization models used in
the Hollywood entertainment industry
(Miles, Snow, Matthews, Miles, & Coleman, 1997), in which coordination and
interaction are handled via selfselection and project-related
This diversity
events—individuals interact for
relatively short periods when
of ability and
jointly creating a product and
then disband. This type of
knowledge is the
arrangement is feasible within
key raw material
organizations outside the entertainment industry, as Foss (2003;
of the knowledge
cf. Ewing, 2007) discusses in his
research on organizational forms
economy.
adopted by Oticon. Professional
services and the increasingly
prevalent partnership models of organizing
also naturally tap into individuals’ interests (Teece, 2003).

Human Capital Heterogeneity
The final, key microfoundation highlights
the heterogeneity of expertise critical to
the knowledge economy (e.g., Bresnahan
et al., 2000, 2002; Felin & Hesterly, 2007).
This diversity of ability and knowledge is
the key raw material of the knowledge
economy (Teece, 2003). Punctuating the
importance of the emerging recognition of
talent and the associated need to reconsider
management and HR practices, Teece notes
that “the nature of the firm itself must
change if the full potential of top talent is
to be unlocked” (p. 895). As Teece further
notes, although differences and heterogeneity in underlying human capital have not
increased over time, talent and specialized
expertise have become more central in the
knowledge economy. Talent attracts clients
and others with talent as well as defines an
organization’s reputation. This rainmaking
ability is particularly important in professional services organizations, such as the
investment banking industry. As Chacar
and Coff (2001) find, when top investment
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bankers leave highly prestigious organizations, a predominance of key customers and
key talent leave to join the new organization. Thus, over time, stratification and
sorting based on ability and expertise increase within the economy (cf. Garicano &
Hubbard, 2007), with information technology being an important enabler (Bresnahan
et al., 2000, 2002).
Fruitfully highlighting human capital
heterogeneity adds to the communal and
collective perspective by moving the focus
down a level of analysis. In other words, to
understand why a particular organization or
collective effort performs better than another, one must first look at the role that
individual capabilities and expertise play in
shaping collective capabilities and performance (Felin & Hesterly, 2007). The underlying assumption of the communal perspective
is that individuals are roughly homogeneous
(given the focus on collective constructs; for
an overview see Felin & Hesterly, 2007), and
knowledge is more often created in situational and communal relationships rather
than by individuals (cf. Davis-Blake & Pfeffer, 1989). The assumption of individual and
human capital homogeneity, of course, remains subtle and implicit. It is reflected more
in the emphasis on higher levels and relationships rather than in any explicit statements
that individuals no longer matter (though
see Murmann, Aldrich, Levinthal, & Winter,
2003, p. 21). The bottom line is that the
focus on higher collectives and various relationships subtly sidelines such questions
as: Who composes the organization? Who
creates and captures value? Who has or creates relationships with whom? (Felin & Foss,
2005). Such important matters as interest
and self-selection also are implicitly assumed
away (Nahapiet & Ghoshal, 1998).
In sum, although there has been some
tendency to discount (or not to emphasize)
the role of talent and human capital heterogeneity in organizational outcomes (see Pfeffer & Sutton, 2006, p. 85), we suggest that
such heterogeneity is an important component and driver of the knowledge economy.
From the communal perspective, the logic of
steering away from rainmakers and top talent

is specifically rooted in the matters of social
comparison and envy: rewarding the extreme
performers for high performance results in
social comparison costs that complicate
efforts to motivate (Nickerson & Zenger,
2008; Zenger, 1992). Recognizing that firms
incur costs in luring talent, however, certainly does not mean that their efforts are
misguided. Furthermore, disaggregated forms
of organization and communities have
allowed for a better alignment between individual abilities and effort and organizational
outcomes.
A critical underlying pillar of the microfoundational approach for the emerging
knowledge economy is recognizing that
people are the source of knowledge, discretion, expertise, and activity. Consequently,
talent and expertise are critical resources,
and accessing talent is the critical capability
for generating competitive advantage in the
knowledge economy (Barney & Wright,
1998; cf. Gardner, 2002). In fact, we can
equate knowledge management with talent
management. Furthermore, we can also suggest that although the knowledge economy
is built around collaboration and networks,
it is, first and foremost, an economy of talent and expertise—and one in which talent
and expertise are effectively unleashed.
Thus, although significant HR effort (from a
collective and communal perspective) is
rightfully spent on thinking about teams,
relationships, communities and networks,
and associated systems, processes, and configurations for managing knowledge, our
discussion of microfoundations suggests
that managers’ and HR professionals’ time
and resources should focus on hiring and
retaining individuals whose talent and
expertise provide the key foundation for
high performance. Communal and other
structures take care of themselves when
the proper individuals are hired and retained.

The Challenge Facing HR
Professionals
There have been increasing calls for HR
professionals to be well-versed in “external
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business realities” and the “fundamental
driving forces of business” (Brockbank &
Ulrich, 2005, p. 489). The emerging knowledge economy and the seemingly contradictory conceptualizations of the organizational
forms that create knowledge, such as communal forms and organizational disaggregation, certainly are among the key “external
realities” in which HR professionals should
be fully conversant, given their increasingly
critical role in knowledge management and
the design of work and organizations. We
have discussed an emerging perspective of
the knowledge economy—the collective or
communal perspective (Brown & Duguid,
2001; Castells, 2000; Heckscher & Adler,
2006; Lee & Cole, 2003; Powell, 1990)—and

highlighted the need to understand the underlying dynamics, such as disaggregation
and associated market mechanisms that
make these new organizational forms possible. A key challenge facing HR professionals
is to design the appropriate organizational
forms and employment relations that allow
for human capital to be fully unleashed, balancing both the individual- and collective—
level factors that drive knowledge creation.
However, while extant work has heavily
emphasized various collective and communal arrangements, we have argued that there
also needs to be a re-newed focus on key individual-level considerations and market
mechanisms that make the knowledge economy possible.

TEPPO FELIN is an assistant professor and Lee T. Perry Fellow at the Marriott School of
Management, Brigham Young University. His research focuses on the microfoundations
of strategic organization, the micro-macro links of organizational capabilities, theory
of the firm, social theory, and the philosophy of social science. His research has been
published in the Academy of Management Review, Organization Science, Managerial
and Decision Economics, Research in the Sociology of Organizations, Strategic Organization, Journal of Management, and other research outlets. He also serves on several
journal editorial boards, including the Academy of Management Review. Professor Felin
received his Ph.D. in organization theory and strategy from the David Eccles School of
Business, University of Utah. He has also been a visiting professor at Emory University
and the Helsinki University of Technology.
TODD R. ZENGER is the Robert and Barbara Frick Professor of Business Strategy at
the Olin Business School at Washington University in St. Louis. He completed his
Ph.D. in strategy and organization from UCLA. Professor Zenger’s research focuses on
organizational design and incentives, corporate strategy, and the relationship between formal and informal organization. Professor Zenger’s research has appeared in
Strategic Management Journal, Administrative Science Quarterly, Academy of
Management Journal, Academy of Management Review, Organization Science, and
Management Science. He currently serves as an associate editor of Management
Science and on the editorial board of the Strategic Management Journal.
JOSHUA TOMSIK is an HR management associate at Citigroup in New York. He is
currently completing his final assignment in Citigroup’s HR Management rotational
program and has worked in various parts of the organization, including HR policy,
workforce analytics/metrics, and compensation strategy and planning. He received
his MBA, with emphases in organizational behavior/HR and finance, from the Marriott
School of Management, Brigham Young University.

Human Resource Management DOI: 10.1002/hrm

567

568

HUMAN RESOURCE MANAGEMENT, JULY–AUGUST 2009

References
Adler, P. (2001). Market, hierarchy, and trust: The
knowledge economy and the future of capitalism.
Organization Science, 12(2), 215–234.
Adler, P. (2002). Corporate scandals: It’s time for reflection in business schools. Academy of Management
Executive, 16(3), 148–149.
Adler, P. S., Forbes, L. C., & Wilmott, H. (2007). Critical
management studies. Academy of Management
Annals, 1, 119–179.
Adler, P., & Heckscher, C. (2006). The firm as a collaborative community: Reconstructing trust in the knowledge economy. Oxford: Oxford University Press.
Albert, S., & Bradley K. (1997). Managing knowledge:
Experts, agencies, and organizations. Cambridge:
Cambridge University Press.
Barker, K., & Christensen, K. (Eds.). (1998). Contingent
work. Ithaca, NY: ILR Press.
Barney, J. B., & Wright, P. M. (1998). On becoming a
strategic partner: The role of human resources in
gaining competitive advantage. Human Resource
Management, 37(1), 31–36.
Baumol, W. J. 2002. The free-market innovation machine. Princeton, NJ: Princeton University Press.
Bell, D. (1973). The coming post-industrial society.
New York: Basic Books.
Benkler, Y. (2002). Coase’s penguine, or Linux and the
nature of the firm. Yale Law Review, 112(3): 369–401.
Benkler, Y. (2004). Sharing nicely: On shareable goods
and the emergence of sharing as a modality of
economic production, Yale Law Review, 114(2),
273–301.
Benkler, Y. (2006). The wealth of networks: How social
production transforms markets and freedom. New
Haven, CT: Yale University Press.

The new human relationship: Human capital in the
American corporation (pp. 145–193). Washington,
DC: Brookings Institution Press.
Bresnahan, T., Brynjolfsson, E., & Hitt, L. (2002). Information technology, workplace organization, and
the demand for skilled labor: Firm-level evidence.
Quarterly Journal of Economics, 117(1), 339–376.
Brockbank, W., & Ulrich, D. (2005). Higher knowledge
for higher aspirations. Human Resource Management, 44(4), 489–504.
Brown, J. S., & Duguid, P. (2001). Knowledge and organization: A social-practice perspective. Organization Science, 12(2), 198–213.
Brynjolfsson, E., Malone, T., Gurbaxani, V., & Kambil, A. (1994). Does information technology lead
to smaller firms? Management Science, 40(12),
1628–1644.
Cappelli, P. (2005). Will there really be a labor shortage? Organizational Dynamics, 32(3), 221–233.
Castells, M. (2000). The rise of the network society.
Malden, MA: Blackwell.
Chacar, A., & Coff, R. (2001). Deconstructing a knowledge-based advantage: Rent generation, rent
appropriation and “performance.” In R. Bresser, D.
Heuskel, & R. Nixon (Eds.), Winning strategies in a
deconstructing world. New York: John Wiley & Sons.
Clark, G. (2007). Farewell to alms: A brief economic
history of the world. Princeton, NJ: Princeton
University Press.
Coase, R. (1937). The nature of the firm. Economica,
4(16), 386–405.
Coff, R. (2008). The co-evolution of rent appropriation
and capability development (Working paper).
Goizueta Business School, Emory University.

Bhide, A. (2000). The origin and evolution of new businesses. Oxford: Oxford University Press.

Coff, R. W. (1999). When competitive advantage
doesn’t lead to performance: The resource-based
view and stakeholder bargaining power. Organization Science, 10(2), 119–133.

Birch, D. (1987). Job creation in America: How our
smallest companies put the most people to work.
New York: Free Press.

Coleman, J. (1991). Constructed organization: First
principles [Special issue]. Journal of Law, Economics, & Organization, 7, 7–23.

Blair, M. M., & Kochan, T. A. (Eds.). (2000). The new
relationship: Human capital in the American
corporation. Washington, DC: Brookings Institution
Press.

Coyle-Shapiro, J., & Morrow, P. (2006). Organizational
and client commitment among contracted
employees. Journal of Vocational Behavior, 68(3),
416–431.

Boisot, M. (1999). Knowledge assets: Securing competitive advantage in the information economy.
Oxford: Oxford University Press.

Davis-Blake, A., & Pfeffer, J. (1989). Just a mirage: The
search for dispositional effects in organizational
research. Academy of Management Review, 14(3),
385–400.

Bresnahan, T. F., Brynjolfsson, E., & Hitt, L. M. (2000).
Technology, organization, and the demand for
skilled labor. In M. M. Blair & T. A. Kochan (Eds.),

Drucker, P. (1993). Post-capitalist society. New York:
Harper Business.
Human Resource Management DOI: 10.1002/hrm

THE KNOWLEDGE ECONOMY
Ewing, J. (2007, August 20). No-cubicle culture. BusinessWeek, Retrieved June 16, 2009 from http://
www.businessweek.com/magazine/content/07-34/
b4047412.htm
Felin, T., & Foss, N. (2005). Strategic organization:
A field in search of micro-foundations. Strategic
Organization, 3(4), 441–455.
Felin, T., & Hesterly, W. (2007). The knowledge-based
view, nested heterogeneity, and new value creation: Philosophical considerations on the locus
of knowledge. Academy of Management Review,
32(1), 195–218.
Ferraro, F., Pfeffer, J., & Sutton, R. I. (2005). Prescriptions are not enough. Academy of Management
Review, 30(1), 32–35.
Festinger, L. (1954). A theory of social comparison
processes. Human Relations, 7(1), 117–140.
Foss, K., & Foss, N. J. (2002). Authority and discretion:
Tensions, credible delegation, and the implications
for new organizational forms (Working paper).
Copenhagen, Denmark: Copenhagen Business
School.
Foss, K., & Foss, N. J. (2005). Resources and transaction costs: How property rights economics furthers
the resource-based view. Strategic Management
Journal, 26(6), 541–553.
Foss, N. J. (2003). Selective intervention and internal
hybrids: Intepreting and learning from the rise
and decline of the Oticon spaghetti organization.
Organization Science, 14(3), 331–349.
Foss, N. J. (2006). Strategy, economic organization,
and the knowledge economy. Oxford: Oxford
University Press.
Freeman, J. H., & Audia, P. G. (2006). Community
ecology and the sociology of organization. Annual
Review of Sociology, 32, 145–169.
Gardner, T. M. (2002). In the trenches at the talent
wars: Competitive interaction for scarce human
resources. Human Resource Management, 41(2),
225–237.
Garicano, L., & Hubbard, T. (2007). Managerial leverage is limited by the extent of the market: Hierarchies, specialization, and the utilization of lawyers’
human capital. Journal of Law and Economics,
50(1), 1–43.
Ghoshal, S. (2003, July 17). Business schools share
the blame for Enron. Financial Times, 33.
Ghoshal, S., & Moran, P. (1996). Bad for practice: A
critique of the transaction cost theory. Academy of
Management Review, 21(1), 13–47.
Greenwood, R., & Empson, L. (2003). The professional
partnership: Relic or exemplary form of
Human Resource Management DOI: 10.1002/hrm

governance. Organization Studies, 24(6),
909–933.
Grey, C., & Wilmott, H. (2005). Critical management
studies: A reader. Oxford: Oxford University Press.
Heckscher, C., & Adler, P. (2006). The firm as collaborative community: The reconstruction of trust in the
knowledge economy. Oxford: Oxford University
Press.
Huber, G. P. (2004). The necessary nature of future
firms. London: Sage.
Jones, C., Hesterly, W. S., & Borgatti, S. P. (1997). A
general theory of network governance: Exchange
conditions and social mechanisms. Academy of
Management Review, 22(4), 911–945.
Kirkman, B. L., & Rosen, B. (1999). Beyond self-management: Antecedents and consequences of team
empowerment. Academy of Management Journal,
42(1), 58–74.
Knudsen, T., & Levinthal, D. (2007). Two faces of
search: Alternative generation and alternative
evaluation. Organization Science, 18(1), 39–54.
Kogut, B. (2000). The network as knowledge: Generative rules and the emergence of structure. Strategic
Management Journal, 21(3), 405–425.
Latane, B., Williams, K., & Harkins, S. (1979). Many
hands make light the work: The causes and consequences of social loafing. Journal of Personality
and Social Psychology, 37(6), 822–832.
Lee, G. K., & Cole, R. E. (2003). From a firm-based to
a community-based model of knowledge creation:
The case of the Linux kernel development. Organization Science, 14(1), 633–649.
Lerner, J., & Tirole, J. (2002). Some simple economics
of open source. Journal of Industrial Economics,
50(2), 197–234.
Leppamaki, M., & Mustonen, M. (2009). Skill signalling
with product market externality. Economic Journal
119(539), 1130–1142.
Luthans, F., Yousseff, C. M., & Avolio, B. J. (2006). Psychological capital: Developing the human competitive edge. Oxford: Oxford University Press.
Machlup, F. (1980). Knowledge: Its creation, distribution, and economic significance: Vol. 1. Knowledge
and knowledge production. Princeton, NJ:
Princeton University Press.
Maister, D. (1993). Managing the professional service
firm. New York: Free Press.
March, J., & Simon, H. (1958). Organizations. New
York: Wiley.
Miles, R., Snow, C., Matthews, J. A., Miles, G., &
Coleman, H. J. (1997). Organizing in the knowledge

569

570

HUMAN RESOURCE MANAGEMENT, JULY–AUGUST 2009
age: Anticipating the cellular form. Academy of
Management Executive, 11(4), 7–20.
Mockus, A., Fielding, R. T., & Herbsleb, J. D. (2002).
Two case studies of open source software
development: Apache and Mozilla. ACM
Transactions on Software Engineering and
Methodology, 11(1), 309–346.
Murmann, J. P., Aldrich, H., Levinthal, D., & Winter, S.
(2003). Evolutionary thought in management and
organization theory at the beginning of the new
millennium. Journal of Management Inquiry, 12(1),
1–19.
Nahapiet, J., & Ghoshal, S. (1998). Social capital,
intellectual capital, and the organizational
advantage. Academy of Management Review,
23(2), 242–266.
Nahapiet, J., Gratton, L., & Rocha, H. (2005). Knowledge and relationships: When cooperation is the
norm. European Management Review, 2(2), 3–14.
Nickerson, J., & Zenger, T. (2008). Envy, comparison
costs, and the economic theory of the firm. Strategic Management Journal, 29(13), 1429–1449.

Rossi-Hansberg, E., & Wright, M. J. (2007). Establishment size dynamics in the aggregate economy.
American Economic Review, 97(5), 1639–1666.
Schneider, B. (1987). The people make the place.
Personnel Psychology, 40(3), 437–454.
Somaya, D., Williamson, I. O., & Lorinkova, N. (2007).
Gone but not lost: The different performance
impacts of employee mobility between cooperators and competitors. Academy of Management
Journal, 51(5), 936–953.
Spence, M. (2002). Signaling in retrospect and the
informational structure of markets. American
Economic Review, 92(3), 434–459.
Stroebe, W., Diehl, M., & Abakoumkin, G. (1992). The
illusion of group effectivity. Personality and Social
Psychology Bulletin, 18(5), 643–650.
Sugden, R. (2001). The logic of team reasoning.
Philosophical Explorations, 6(1), 161–185.
Sunstein, C. R. (2006). Infotopia: How many minds
produce knowledge. Oxford: Oxford University
Press.

Olson, M. (1965). Logic of collective action. Cambridge: Cambridge University Press.

Teece, D. (2003). Expert talent and the design of
(professional service) firms. Industrial and
Corporate Change, 12(4), 895–916.

O’Mahony, S., & Ferraro, F. (2007). Governance in
collective production communities. Academy of
Management Journal, 50(5), 1079–1106.

Weber, S. (2004). The success of open source. Boston:
Harvard University Press.

O’Sullivan, M. (2000). Contests for corporate control:
Corporate governance and economic performance
in the United States and Germany. Oxford: Oxford
University Press.

Webster, F. (1995). Theories of information society.
New York: Routledge.
Wenger, E. (1999). Communities of practice: Learning,
meaning, identity. Cambridge: Cambridge
University Press.

Pfeffer, J., & Sutton, R. (2006). Hard facts, dangerous half-truths and total non-sense: Profiting from
evidence-based management. Boston: Harvard
Business School Press.

Wenger, E., McDermott, R. A., & Snyder, W. (2002). Cultivating communities of practice: A guide to managing knowledge. Boston: Harvard Business Press.

Powell, W. (1990). Neither markets nor hierarchy:
Network forms of organization. Research in
Organizational Behavior, 12(1), 295–336.

Zenger, T. R. (1992). Why do employers only reward
extreme performance? Examining the relationship
among performance, pay, and turnover. Administrative Science Quarterly, 37(2), 198–219.

Powell, W., & Snellman, K. (2004). The knowledge
economy. Annual Review of Sociology, 30,
199–221.
Powell, W. W., Koput, K. W., & Smith-Doerr, L. (1996).
Interorganizational collaboration and the locus of
innovation: Networks of learning in biotechnology.
Administrative Science Quarterly, 41(1), 116–145.
Raymond, E. S. (2001). The cathedral and the bazaar.
New York: O’Reilly.
Roberts, J., Hann, I., & Slaughter, S. (2006).
Understanding the motivations, participation and
performance of open source software developers:
A longitudinal study of the apache projects.
Management Science, 52(7), 984–999.

Zenger, T. R. (1994). Explaining organizational
diseconomies of scale in R&D: The allocation
of engineering talent, ideas and effort by
firm size. Management Science, 40(6),
708–729.
Zenger, T. R. (2002). Crafting internal hybrids:
Complementarities, common change initiatives,
and the team-based organization. International
Journal of the Economics of Business, 9(1),
79–95.
Zenger, T. R., & Hesterly, W. S. (1997). The disaggregation of corporations: Selective intervention, highpowered incentives, and molecular units. Organization Science, 8(3), 209–223.
Human Resource Management DOI: 10.1002/hrm

