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Abstract

Human resource management (HRM) is a major mechanism to realise decent work and achieve
employee well-being in China. Key questions concern how and when HRM is mutually beneficial
for employers and employees, particularly how well HRM works with trade unions in achieving
decent work. This study examines the effect of high-performance work systems and trade unions
on employee engagement, paying particular attention to the role of industrial relations (IR) climate
in facilitating this relationship. Hypotheses were tested via unique cross-sectional survey data
from a large employer—employee matched dataset collected from 264 manufacturing firms and
6921 workers in China. The findings highlight that HPWS are a key mechanism for realising

decent work. We also find positive evidence for the mutual gains of decent work illustrating the
combined impact of HPWS and trade unions in achieving higher levels of employee engagement.
Notably, a co-operative (as opposed to adversarial) IR climate is seen to reinforce this relationship,
indicating the significance of the quality of relationships among management, employees,

and unions in shaping employee outcomes. Overall, these findings advance understanding of the

realisation of decent work and ‘mutual gains’ in a Chinese context.

Keywords: employee participation, employee well-being, high-performance work systems, trade
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Key points:

1. HPWS are a key mechanism for realising decent work, while the collective voice
function of the trade union in China remains insufficient.

2. Greater levels of employee engagement and decent work are achieved when employees
experience the combined influence of both HPWS and trade unions.

3. A co-operative industrial relations climate, as reflected in the perceived quality of
relationships among management, employees, and unions plays a critical role in
enabling and enhancing mutual benefits

Discussions on the nature of work and decent working conditions are increasingly
common (Dundon and Rafferty 2018; Osterman 2018). The concept of ‘decent work’
refers to ‘requiring basic security for all —in society, in the workplace and for individual
workers’, with the primary focus on ‘basic income security and basic ‘voice’ or
representation security’ (Bonnet, Figueiredo and Standing 2003, 213-214). In the

HRM literature, high-performance work systems (HPWS) have been presented as a

key means by which more decent working conditions can be achieved to the benefit of
both employees (Takeuchi, Chen and Lepak 2009) and employers (Combs et al. 2006).
Proponents of HPWS draw on the logic of ability—motivation—opportunity (AMO)
which sees the benefits of sophisticated HR practices channelled to develop employee
skills (A), enhance employee motivation (M) and provide an opportunity (O) for
employees to contribute and realise their potential (Jiang et al. 2012). Yet while intuitively
appealing, the HPWS argument has also been subject to criticism. Ongoing

debates relate to the limited traction and diffusion of HPWS across workplaces and
geographies (universal or unique?), a contradictory impact on workers (beneficial or
brutal?), and an uncertain relationship between HPWS and trade unions (complement
or cannibalise?) (see Jensen, Patel and Messersmith 2013; Liu et al. 2009; Osterman

2018 respectively).

These fault lines of debate resonate in the context of China where the concept of

decent work and how it can be best achieved have similarly come to the fore. Specifically,
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decent work is increasingly demanded by a new generation of Chinese workers who have a
raised awareness of labour rights and have been increasingly active in mobilising for
greater pay, better working conditions, and more respect from employers (Elfstrom and
Kuruvilla 2014; Warner and Zhu 2018). Second, the Chinese government has committed

to realising decent work, at least in principle. The creation of employment and improving
the quality of employment are central to China’s development aspirations as demonstrated
in 13th Five Year Plan (FYP). A key priority of the Decent Work Country Programme

for China 2016-2020 (ILO 2017) is to strengthen the rule of law and to realise

fundamental principles and rights at work. Third, multinational enterprises (MNEs) and
global corporate social responsibility (CSR) campaigns have pressured Chinese suppliers

to comply with voluntary codes of conduct, uphold labour standards and realise decent

work in their workplaces (Yu 2015).

At the workplace and individual worker levels, HRM is seen as a major mechanism

to realise decent work and achieve the outcome of employee well-being in Chinese enterprises.
Alternative mechanisms to decent work, i.e. enterprise-level trade unions and collective
bargaining, are impotent in China (Chan 2014; Chen 2009), while the right to

strike has not been clearly stipulated (Chang and Cooke 2015). HR practices are thereby
the primary means to determine wages and working conditions in Chinese workplaces.
In the long-term, higher labour standards are likely to yield greater productivity, product
innovation and adaptability to changing markets (Osterman 2018). Achieving higher
labour standards requires companies to adopt sustainable HRM practices which fully
utilise the skills of the workforce and enhance high performance, as per the logic of
AMO (Kochan and Osterman 1994). The notion of a HPWS claims that a bundle of
mutually reinforcing work practices leads to superior organisational performance (Boxall
and Macky 2009). The mutual gain perspective of HPWS suggests that individuals and
organisations both benefit from HRM. The question is how and when HPWS is mutually

beneficial, so that employees can benefit from improved HR practices (Boxall 2012).
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In exploring these issues this paper makes a number of contributions. First, we examine
the impact of HPWS in a Chinese context, redressing the western bias of existing

research (Bainbridge et al. 2017). Some have found evidence for a universal benefit of
HPWS both for firms entering China (Bjorkman and Fan 2002) and for indigenous Chinese
firms (Huang, Ma and Meny 2017). Others have been more cautious and pointed to
specific cultural and contextual considerations likely to shape HRM (see Zhang 2012).

The impact of HPWS in China therefore remains an open question, especially with respect
to decent work and working conditions for employees (Cooke 2014). To address this
guestion we use a unique dataset of employer and employee matched responses, thereby
overcoming concerns of partial or biased representations of HPWS (Geare et al. 2014).
Critically, our emphasis is on employee well-being in the form of employee engagement as
opposed to narrow and distal measures of organisational performance (Boxall, Guthrie
and Paauwe 2016). This enables us to directly explore the role of HPWS in fostering

decent work and working conditions for employees.

Our second contribution builds on the mutual gains perspective by delving into the

critical, but often neglected, contextual conditions shaping the impact of HR on employee
well-being (Guest 2017). Particularly significant here is the role of the trade union as
framed by the changing nature of labour and employment relations and the emergence of
collectivism in China. In response to the upsurge in labour unrest and external challenges
arising from the global CSR campaign and the proactive activities of labour non-government
organisations (NGOs; Huang et al. 2016), the All-China Federation of Trade Unions

(ACFTU), the only official trade union in China, has initiated reforms to enhance its representation
(Qiao 2017). Given the new trends in industrial relations (IR) in China in

recent decades (Brown and Chang 2017), it is imperative to examine the relationship
between HPWS and the trade union in China and their interaction in achieving decent

work and positive outcomes for Chinese employees. While some suggest that trade unions

enhance the use of HPWS and therefore offer the potential of ‘mutual gains’ for both employees and
organisations (Kochan and Osterman 1994), others have pointed to a relationship
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which is ‘equivocal’ at best (Liu et al. 2009). We contribute to the mutual gains
perspective of HRM by elaborating and empirically investigating the role of trade unions

in the HPWS — employee well-being relationships

Our third contribution extends understanding of employee perceptions of an IR climate.

IR climate refers to ‘the atmosphere, norms, attitudes, and behaviours reflecting

and underpinning how workers, unions, managers interacted collectively with each other
in the workplace, which in turn, affects workplace outcomes’ (Pyman et al. 2010, 463).
Valizade et al. (2016) suggest that a positive IR climate is an enabling mechanism for the
process of mutual gains. In particular, a co-operative IR climate has been found to be
linked to better organisational performance (Boxall and Macky 2009). The literature on
the relationship between HRM, employee well-being, and organisational performance also
includes IR climate in the relationship dimension of employee well-being (van de Voorde,
Paauwe and van Veldhoven 2012). Relatively few studies examine the impact of IR climate
on employee and organisational outcomes in a non-western context, particularly in

China. We add to IR climate contributions by incorporating management and employee
perceptions, while expanding the discussion beyond considerations of employee voice

(cf Pyman et al. 2010) to more broadly encompass HPWS. Drawing on social exchange
theory (SET; Blau 1964; Eisenberger et al. 1997), a higher level of employee engagement
reinforces the achievements of decent work efforts via HPWS and the trade union. A more

positive IR climate facilitates the connection between HPWS and employee engagement.

As per the conceptual scheme in Figure 1, this paper explores the relationship between

HPWS, trade unions, IR climate, and employee engagement. It views HPWS and trade union as two
distinctive mechanisms to realise decent work, and in turn enhance

employee well-being at work. We further examine whether a co-operative IR climate will
enable and enhance such mutual benefits. In the next section, we develop key hypothesis
before detailing the matched employer—-employee survey and detailing key findings and

implications.
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Literature review and hypotheses development

HPWS and employee engagement

HPWS constitute ‘systems of human resource practices designed to enhance employee’s
skills, commitment and productivity in such a way that employees become a source of
competitive advantage’ (Datta, Guthrie and Wright 2005, 135). While the precise labels
vary, HPWS typically include sophisticated selection, extensive training and appraisal,
communication and empowerment, performance rewards and employment security.
Extensive reviews highlight the proliferation of HPWS research (Bainbridge et al. 2017),
but also evidence a narrow focus on organisational performance. Where employee perceptions
and outcomes such as well-being have been incorporated, this has been in the service

of realising optimal performance rather than as a valuable end in and of itself (Guest 2017,
Marchington 2015). Appreciating employee outcomes and decent work is an important
concern, as research has pointed to prospective ‘dark side’ of HPWS including increased

work intensification and job demands (Godard 2004; Jensen, Patel and Messersmith 2013).

Research on HPWS in China has been similarly motivated to demonstrate organisational
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performance benefits. Reflecting a convergence thesis, there is some support for the
universal impact and the cross-national validity of HPWS (see reviews by Kim, Wright

and Su 2010; Liang, Marler and Cui 2012). For example, Bjorkman and Fan (2002) found
that HPWS had a positive and significant impact on firm performance for foreign-owned
companies in China. Focusing on the hospitality sector in China, Sun, Aryee and Law

(2007) similarly found a positive impact of HPWS on firm-level turnover and productivity.
By contrast, a divergence thesis opens up questions related to the applicability of

HPWS in China, including the dynamics of their diffusion and the likely interaction with
employee experience and the institutional and cultural backdrop (Zhang 2012). For example,
it could be the case that the Chinese high-power distance culture may limit the benefits

of autonomy and the potential for self-directed teams as stressed by HPWS. On the

other hand, the reciprocity embedded in the Chinese guanxi society may actually mean
employees reward such approaches with greater engagement and effort (Huang, Ma and
Meny 2017). What is clear is that employee outcomes are frequently assumed or neglected.
The dominant approach to strategic HRM research in China focuses on ways to improve
performance, while neglecting the ‘reality’ of practices (Warner and Zhu 2018) in the form

of employee well-being and decent work

To explore employee experiences of HPWS we draw on the concept of employee
engagement (Bailey 2016). Notably, we move beyond engagement understood in a narrow

sense as a psychological state of mind related to feelings, cognitions, and behaviours of individuals
towards their work (Saks 2006). While this approach has been dominant

(Schaufeli et al. 2002) it has contributed to the individualisation and psychologisation of
HRM, hollowing out understanding from its broader context (Godard 2014). Instead, we
align with emerging work which examines engagement as workforce management strategy
(Bailey 2016), and considers engagement as a management practice (Bailey et al. 2017);
‘doing engagement’ in contrast with ‘being engaged’ (Truss et al. 2014). Conceptualising
employee engagement with the organisation, as opposed to with employees’ work and job,

is likely to be more meaningful for both scholarly understanding and practical application
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(Reissner and Pagan 2013). Research in this vein has predominantly consisted of qualitative
case studies (Arrowsmith and Parker 2013; Reissner and Pagan 2013).This stream of

work is founded on social exchange theory, emphasising the norm of reciprocity as a core
feature of exchange relations to explain the engagement process: when employees interpret
HR practices as indicative of organisational support and care for them, they are more

likely to reciprocate in turn to their organisation, with raised levels of engagement (Bailey
et al. 2017; Saks 2006, 603). Recent research points to the merits of examining the HPWS
—employee engagement relationship in a Chinese context. Drawing on data from 782
employees Huang, Ma and Meny (2017) found a positive impact of HPWS on employee
attitudes and subsequently engagement, albeit narrowly understood. Warner and Zhu
(2018) and Huang et al. (2018) suggest that the ‘new generation’ of Chinese employees

are more independent and open and are therefore likely to be receptive to HPWS. We

therefore propose that:

Hypothesis 1: Perceived HPWS is positively related to employee engagement in the Chinese

Context

Trade unions and employee engagement

In general, employees who are offered chances to voice their opinions and express their
concerns are likely to feel valued and involved, which enhances their engagement (Beugrizle

2010; Reissner and Pagan 2013). The existence of voice can heighten employee engagement,
which in turn leads to behaviours that are likely to improve organisations (BeugrZle

2010, 177). Empirical research findings from two UK service sector organisations (Rees,

Alfes and Gatenby 2013) shows that employees with positive perceptions of voice opportunities
are more engaged. Qualitative research in a public—private partner organisation in

the United Kingdom demonstrates that employee voice is one of the most important antecedents
of employee engagement (Reissner and Pagan 2013). Notably, however, studies

on the association between trade union representation as a form of voice and employee
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attitudinal outcomes, particularly employee engagement, are scarce. Previous studies in
western and other settings of the union — organisational commitment relationship reveal
mixed results (Hammer and Avgar 2005). In China, most empirical studies focus on the
Chinese union effect with respect to economic outcomes like wages, benefits, employment,
and productivity (Budd et al. 2014; Yao and Zhong 2013), while ignoring employee

well-being and work-related outcomes.

One of the main theoretical frameworks to explain the relationship between union
representation and employee outcomes is Freeman and Medoff’s (1984) two faces of
union model. The monopoly face suggests that trade unions act like monopolies that distort
labour markets by raising wages above competitive levels, causing firms to lower
employment and output. This, in turn, harms overall economic efficiency. In addition,
unions tend to limit management’s ability to operate the enterprise, create a more adversarial
relationship between employees and employers, reduce workplace flexibility, and

abate the work enthusiasm of employees. This is likely to result in lower discretion and
engagement with the organisation. By contrast, the collective voice face suggests that trade
union representative voice conveys employee input to management, which is then able to
improve employment conditions in line with employee preferences and, therefore, raise
employee satisfaction and engagement. Indeed, from this perspective trade unions could

be viewed as a manifestation of the employer’s commitment to employee welfare.

Questions exploring the trade union — employee engagement relationship are especially
significant in China given the emergence of collective labour relations (Brown and

Chang 2017). Empirical research suggests that Chinese workers have a strong tendency to
identify their union with the employing organisation (Chan et al. 2006). The Chinese

trade union has initiated reforms to enhance its representational functions. A recent case
study of 12 manufacturing foreign-invested enterprises highlights a management strategy

of ‘co-optation’ resulting in a ‘company union’, going beyond traditional welfare functions
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to act as a communication channel dealing with individual and collective labour disputes,
presenting employees’ views and engaging in negotiation with management (Chan

et al. 2017). Employees reciprocate to the organisation with heightened engagement. The
benefits to the company are the retention of employees and reduction in the cost of
recruitment. Discussions also draw on the reality of a collectivist culture in China, likely

to promote the collective good as opposed to individual aspirations. We therefore hypothesise

the following:

Hypothesis 2: Trade union membership is positively related to employee engagement with

their organisation in the Chinese context

Interactive effect of HPWS and trade unions on employee engagement
Research reveals that the relationship between HPWS and trade unions is contested and
equivocal (Liu et al. 2009). Early critiques claimed HRM represented a deliberate attempt

by management to individualise the employment relationship at the expense of any collective
representation (Dundon, Harney and Cullinane 2010). Fiorito, Lowman and Nelson

(1987) found that the likelihood of establishing a trade union was significantly

reduced where HPWS were in place. By contrast, others have concluded that exemplars of

HRM are not any more likely to exhibit resistance to trade union recognition (Kochan

and Osterman 1994), with some finding evidence of complementary interactions between

HPWS and trade unions (Machin and Wood 2005). Researching HPWS in Ireland Liu

et al. (2009) found that increased trade union representation was associated with a decrease in HPWS
use. In terms of employee outcomes and decent work, research from a

national sample of Canadian firms finds support for a complementary thesis whereby

employees represented by trade unions and subject to more extensive coverage of high involvement
practices experience fewer intensification pressures, less unpaid overtime,

reduced grievances while also reporting higher levels of job satisfaction (Pohler and

Luchak 2014). The above results reflect the key debate in the literature of whether the
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HPWS — trade union relationship is a substitutive or complementary one. The substitution

thesis views HPWS as outweighing or diminishing the requirement for trade unions

either as a result of the benefits accrued from HPWS and/or because of staunch antiunionism
(Dundon, Harney and Cullinane 2010). The alternative compatibility thesis is

founded on a mutual gains perspective focusing on the alignment of HPWS and trade

union intent, e.g. as related to fairness, due process and highlighting employee skills development,
etc. (Kochan and Osterman 1994). Overall, there still remains a paucity of

research examining the extent to which the existence and the involvement of unions in
workplaces facilitate the adoption of HPWS and lead to more ‘mutual gains’ (Harley

2014). Moreover, the nature of interactions between HPWS and trade unions is likely to

vary across countries, with China providing a new context to re-examine this relationship.

Extensive reviews of the link between HPWs and organisational performance in the

Chinese context (e.g. Liang, Marler and Cui 2012) have payed limited or no attention to

the role of trade unions. This is equally the case for research which has explored the relationship
between HPWS and employee outcomes (e.g. Cooke et al. 2016; Zhang and Morris

2014). For example, Sun, Aryee and Law (2007) draw on a relational perspective to

open the black box of HPWS and employee outcomes, exploring contextual moderators

of unemployment and business strategy. The neglect of trade unions is perhaps understandable
considering that HRM largely appeared in China via MNEs in the early 1990s,

while trade unions have historically played a limited role at the workplace. Yet the recent
‘sea-change’ in employment and labour relations (Warner and Zhu 2018), and the emergence
of collective labour relations (Chang and Brown 2013) make exploration of the

HPWS — trade union interaction a critical topic. Increased trade union density and collective
bargaining coverage accompany a shift towards ‘grass-root’ interests (see Zhu,

Warner and Feng 2011). This takes place against a backdrop of pressure from top political
leaders and an upsurge in labour unrest, global CSR campaigns, and proactive activities of

labour NGOs (Huang et al. 2016; Qiao 2017).
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While respective literature has studied HPWS and union representation in China,

there remains a lack of appreciation of the prospective interaction between these two. The
promise of HPWS under a ‘mutual gains’ paradigm suggests benefits for employers, workers
and their trade unions (Godard 2004, 349). Beugr_e (2010) has noted the requirement

to explore the nature of voice channels, especially the extent to which multiple channels
can be associated with heightened employee engagement (see also Pyman et al. 2010,
471). In China, the trade union is expected by the party-state and practitioners to make
more use of its face of collective voice, functioning as an additional avenue to complement

individual voice mechanisms of HPWS, and thereby recognise employee interests and enhance
organisational performance (Chan et al. 2017). By the same token, the trade

union in China may not be the same substitute for HPWS as their counterparts in western
countries, due to the ‘double identity’ of the Chinese trade union (Chen 2003), protecting

worker interests and national interests. We therefore hypothesise that:

Hypothesis 3: A complementary interaction will be observed between HPWS and trade
unions, such that employee engagement will be higher where both HPWS and a trade union

are present

The role of IR climate

A positive IR climate is an enabling mechanism for the process of mutual gains (Valizade
et al. 2016). Explorations of IR climates have moved from an exclusive focus on ‘union—
management’ relations to reflect broader ‘organisational members’ including both
employee—management and employee—union relations (Pyman et al. 2010). Research has
shown that IR climates impact both employee and organisational outcomes (Boxall and
Macky 2009; Dastmalchian 2008). Deery, Iverson and Erwin (1999) found that IR climate
is positively associated with job performance, while the quality of employee, union and
management relationships was linked to enhanced commitment. Drawing on data from
305 branches of a unionised Australian-based MNC, Deery and Iverson (2005) found that

the perception of a co-operative IR climate was related to greater employee commitment.
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A co-operative IR climate has a direct impact on employee engagement by promoting a

mutual gain relationship between management and its members. In line with SET, a cooperative
IR climate can be perceived by employees as an employers’ intention to create a

climate for a positive employment relationship (Guest 2017). It is seen as the employer’s

input to mutuality (where the organisation and employees have common goals) in

exchange for heightened employee engagement with the organisation. We therefore

hypothesise that:

Hypothesis 4: A co-operative IR climate is positively related to employee engagement.

In the western context, a co-operative IR climate has been found to function as an
enabler for unionised organisations to adopt HPWS (Godard 2004; Liu et al. 2009). In
addition, some scholars (e.g. B_elanger and Edwards 2007; Edwards, B_elanger and Wright
2006) claim that under a co-operative IR climate it is likely that HPWS will be introduced
in ways that ‘deliver “mutual gains” in the form of improved productivity and enhanced
quality of working life’ (Harley 2014, 86). In the context of China, when the IR climate is
co-operative, employers are perceived to create a co-operative and participatory climate.
The trade union then becomes an effective channel of collective voice, combined with the
individual voice channel inherent in HPWS. A stronger voice in decision-making makes it
likely that employees will reciprocate by demonstrating higher levels of engagement with
their organisation than those in an adversarial IR climate. Co-operative employer — union
relationships and mutual gains practices are likely to result in beneficial outcomes

(Kochan and Osterman 1994). By contrast, in a less co-operative IR climate, the trade union is set up
purely to comply with the legislative requirement, resulting in ‘paper

unions’ or ‘welfare unions’ (Chan et al. 2017). Therefore, we hypothesise that the effect of
HPWS and the trade union on employee engagement would be stronger under a collaborative

IR climate than that under an adversarial IR climate.

Hypothesis 5: Under a co-operative IR climate, the interactive effect of HPWS and trade
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unions on employee engagement is more positive than that under the adversarial IR climate.

Methods

In contrast to research in this area which has focused exclusively on managerial (Liu et al.
2009) or employee (Pyman et al. 2010) respondents, we address calls for an integrative,
multi-level appreciation drawing on both managerial and employees perceptions (Kim,

Wright and Su 2010).

Data collection

The researchers collected data from one of China’s regional industrial parks in December
2014. The local labour and social security bureau provided a list of companies. Our selection
criterion for companies was those employing more than 100 employees — 701 companies
met this criterion and participated in the survey. We used online survey software in

China, and sent out HR and employee surveys to the companies via e-mails, a webpage

link and QR code. With the online survey software, we could monitor the length of time
that participants spent on completing the survey. To avoid superficial responses, those

who completed it below a reasonable length of time were removed and not included in the
analysis. This was considered practical to ensure data quality. We asked the companies to
print out the messages for the employee survey with the relevant QR code, and to post
them in a prominent position in the workplace, (e.g. bulletin boards, cafeteria or

entrance). Employees could scan the QR code using their mobile phone or click the webpage
link in the e-mail to access the survey. The HR manager survey included the questions

on HR practices and organisational performance. The employee survey focused on

their work experience at the organisation.

A total of 325 companies (46% response rate) returned the survey, and 7411 employees
from 264 companies completed the employee survey. We restricted our sample to

workers aged between 18 and 65, and after deleting feedback with missing information on

key variables, our final sample size was 6921 workers, which is a relatively high number
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compared to other datasets relating to HR in China, and indeed HRM research generally

(Bainbridge et al. 2017).

Variables

High-performance work system

It is important to acknowledge that there is lack of definitional consensus on what constitutes
a HPWS and its key component practices (Zhang and Morris 2014). The HPWS

measure used in this study follows the multi-dimensional scale used by Kochan and Osterman (1994).
In the employer survey, the HR manager was asked to indicate the level

of agreement on 8 items using a 5-point Likert scale (1 = ‘strongly disagree’ and

5 = ‘strongly agree’) based around the following statement: ‘Consider the last 12 months,
whether you agree with the following statement, regarding your company’s HRM policies.’
Specifically, the 8 items measured consisted of business strategy, top management

style, employee participation in strategy making and governance, staffing and job security,
payment systems, employee selection, broad task design and teamwork, and employee
involvement in problem-solving. Sample items included ‘The company staffing policy is
designed to reinforce employees’ job security’, ‘The company’s performance pay system
can reinforce cooperation, participation, and contribution’, and ‘Employees and their representatives
have the opportunity to participate in problem-solving and decision-making

in terms of work and working conditions’. The HPWS score was generated by averaging
across all 8 items to create a composite measure. Higher scores indicated a higher level of
HPWS adopted in the company. We also conducted a confirmatory factor analysis (CFA)

to test their validity. The results showed that all items had acceptable loadings to the factor
ranging from 0.52 to 0.81. The internal reliability of this measure (Cronbach’s alpha) was

0.89.

Trade union
In order to capture the reality of employee experiences which can differ markedly from

management assertions (Geare et al. 2014), we use the measure of trade union membership
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from the employee survey. Specifically, employees responded to the question
‘Are you a member of an employee union?’ Then, we constructed a dichotomous variable,

taking a value of 1 if the employee was a union member and 0 otherwise.

Employee engagement

Employee engagement is measured using the established 6-item scale from the voice project
at Macquarie University (see Langford 2010). The attitudinal measures of employee
engagement include job satisfaction, organisational commitment, and intention to stay.

For each item, employees were asked to indicate their level of agreement using a 5-point
Likert scale (1 = ‘strongly disagree’, and 5 = ‘strongly agree’). Sample items included ‘I

am proud to tell people that | work for this organisation’, ‘I feel a sense of loyalty and
commitment to this organisation’, ‘My work gives me a feeling of personal accomplishment’,
‘I like the kind of work | do’. Employee desire and intent to remain at this employer

were measured by two items. The items were summed and averaged to create a single measure.
Higher scores indicated a higher level of employee engagement. Cronbach’s alpha

for the employee engagement was 0.96.

IR climate
Our measure of IR climate is similar to that used by Pyman et al. (2010), which asked

employees about the quality of relationships between management and employees. However, we
expand this to also consider employee perceptions about the quality of

workplace relationships between unions and employees, and management and unions. In
particular, three items were used from the employee survey to assess the level of IR climate.
For each item, employees were asked to indicate their level of agreement using a

5-point Likert scale (1 = ‘strongly disagree’, and 5 = ‘strongly agree’). These 3 items

included ‘In general, the relations between management and employees are good,’” ‘In general,
the relations between management and unions are good,” and ‘In general, the relations
between unions and employees are good.” These items were summed and averaged

to create a single measure. Higher scores indicated higher levels of IR climate. Cronbach’s
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alpha for IR climate was 0.94. We then created a dichotomous variable representing the
level of IR climate, which took a value of 1 if an employee’s scores on these 3 items were

greater than 3 and 0 otherwise.

Control variables

Following previous research, and to alleviate the concern of omitted variable bias, we
incorporated both employee and company characteristics that might influence organisational
commitment as our control variables. Specifically, our control variables for

employee characteristics included age, gender, education level, years of tenure, working
position, and employment status. For example, age consisted of six categories: ‘under 20,
20-29’, ‘30-39’, ‘40-49’, ‘'50-59’, and ‘60 or older’. Education had five possible categories:
‘high school’, ‘certificate or diploma’, ‘college degree’, and ‘master’s degree or higher’. The
control variable for the company characteristic was the size of company, quantified by the

sum of all regular salaried employees in the company.

Analyses and results

Descriptive statistics and hypothesis testing

Table 1 presents the descriptive statistics for the main variables in the study. In particular,
approximately 47% of employees reported that they were a trade union member. Fiftyone
per cent of employees in this sample were female. In terms of age profile, 1.4% were

<20 years old, 45.5% were between 20 and 29 years old, 42.7% were between 30 and

39 years old, 8.9% were between 40 and 49 years old, 1.5% were above 50 years old. In
terms of work tenure, 30.8% of respondents had <2 years’ tenure in the organisation,
34.5% had 2 to 5 years’ tenure, 25.5% has 5 to 10 years’ tenure and 9.2% had more than
10 years’ tenure. For education, 10.7% of respondents had a secondary school qualification
or below, 37.6% had diploma or equivalent degree, 48.2% had a Bachelor’s Degree,

3.5% had a Masters or PhD. In terms of working positions, 58.7% of respondents were

frontline employees, 26.9% were line managers, 11.6% were middle managers and 2.7%
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were senior managers or executives. For employer characteristics, the participating organisations
in the survey varied in terms of size ranging from 15 to 7800 employees, while the

average firm size was 880 employees

Table 2 provides the bivariate correlations among the key variables of this study. In

particular, HPWS was positively and significantly correlated with employee engagement
(r=0.104, p < 0.05). This indicates that employees employed in a company adopting a

high rate of HR practices were more likely to be committed and engaged with their organisation.
Similarly, the correlation between IR climate and employee engagement was also

positive and statistically significant (r = 0.750, p < 0.05), implying that employees with a
perception of high quality of the relations among unions, employees, and employers were

more likely to have a high level of employee engagement. On the other hand, union membership was
negatively and significantly correlated with employee engagement

(r=0[0.03, p < 0.05) and IR climate (r =@0.06, p < 0.05). This implies that union

members were less likely to be engaged with their organisation, and reported a lower level
of quality of workplace relations than their non-union counterparts. Most of the correlations
among other variables are in the expected direction. Details are contained in

Table 2.

Table 2 Correlations among the key variables

Employee Union HPWS IR Firm Female
engagement membership climate  size
Employee 1000
engagement
Union —.031" 1.000
membership
HPW3 047 0z 1000
IR climate J497 —. 066" JEGY 1000
Firm size D44 23 A28 020 1.000
Female —.014| A7 —030" 013 010 1.000
“p < 0.05.
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To test our main hypotheses, we applied a moderated hierarchical regression analysis

using ordered probit regression. In particular, we included HPWS and union membership
variables to test their direct effects on employee engagement. We then inserted the interaction
term of HPWS and union membership variables to examine their interactive effect.

Note that this study examines the cross-level effect in which the main predictor, HPWS, is

at one level of analysis while the outcome variable, employee engagement, is at a different
level of analysis. In particular, the mean scores of organisational HPWS were assigned to

each individual respondent in the organisation. The regression results are presented in

Table 3.

Table 3

Table 3 Regression results (ordered probit)

Inde pende nt variables 1 s5D 2 5D 3 s5D
Union — 34 e — S . 028 e
mermbership (/1)
HPWS ] | A 027 TS 37 Qg e
HPW5S = Union 10 052
IR clirmate ((/1) L742e D43
Inn firrm size) e ni2 AT A g ni2
Fernale (/1) —A2e e —.2a e — (g e
Age (vears)
20-29 D87 J21 AF5 L2 o7 J15
30-39 145 123 133 An 106 d18
4049 Al Jd28 I F a8 3T J24
5059 ST5 il 56T il Ap3ree 173
&l orolder 3000 274 26 275 A9p 234
Tenure | years)
2-5 — (BR 032 —. (e 32 — e 033
510 —. L2 038 —. g A8 — g 038
10 or more — At 054 —.(85 05 — 55 D53
Certificate (V1) 1564 D43 155%** 43 40 144
Callege (0/1) 21g 045 I 5 N 045
Master or 116 A 11 B0 M 083
Fhi (1)
Full-time (/1) D8 a5 Ma e 047 Med
Part-time (V1) A5 312 A8 A3 — e A58
Casual (V1) 275 150 AT NE 3k J45
Supervisor (1) —. LG D45 —. 32 NIt —. 11 e
Executive (/1) 35T A4 57 Rkt JaATeee A5
Frontling =210 6 =4t Rt =20 6
waorker (/1]
#bse rvations [k a9l w921 w921 [k [l

po< 0l e o< D05, " p < 0. z-statistics are in the parentheses Reference groups indude:
Age (<20 years old), Tenare (<2 years), Education (high schoal ), BEmployment status (Axed-term),
Working position (middle manager).
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Column 1 included HPWS and union membership, as well as the control variables

in the regression to test their direct effects on employee engagement. The result

showed that organisation-level HPWS was positively and significantly associated with
employee-level employee engagement (b = 0.220, p < 0.001). This supports our proposed
hypothesis 1. On the other hand, union membership had an insignificant association on
employee engagement, holding the characteristics of employees and organisation constant
(b =_0.034, p > 0.10). Hence, there is no evidence that employee engagement is affected
by whether or not employees are union members. Note: this is not to say that the effect of
union membership is zero, but rather that its effect is trivial or negligible. Hypothesis 2
was therefore not supported. In addition, we also observed significant relationships
between the control variables and employee engagement. As is common in engagement
research, older groups of employees were more likely to report engagement with their
organisation than the youngest group of workers (<20 years old). On average, employees

who completed college or received diploma degrees had a higher level of employee engagement than
those who had completed education at high school level. The size of

organisation also had a positive and significant relationship with employee engagement
(b =0.046, p < 0.001), implying that employees employed in a large company were more
likely to have higher employee engagement than those in a small company. Contrarily,
there is no significant difference of employee engagement between fixed-term contract
workers and other type workers. Column 2 showed the interactive effect of HPWS and

union membership on employee engagement. The result indicated that the interaction term was
positively and statistically significant (b = 0.110, p < 0.050). This supports

hypothesis 3, implying that HPWS contributed more positive employee engagement

among union members than non-union members. Column 3) included the IR climate
condition into the regression. The result showed that the higher the level of perception of

a co-operative IR climate, the more significantly positive the effect on employee engagement

(b=1.74, p <0.001), thereby supporting our proposed hypothesis 4.
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Table 4 presents the separation of regression results of HPWS and union membership

under both high and low IR climates, which we label co-operative and adversarial IR climates,
respectively. The results showed that the direct effect of HPWS on employee

engagement was positive and statistically significant under a highly rated IR climate

(b = 0.215, p < 0.001), but not under a lowly rated IR climate (b = 0.012, p > 0.10). Similarly, the
interactive effect of HPWS and union membership on employee engagement

was positive and nearly significant at a 5% level under a highly rated, co-operative

IR climate (b =0.109, p = 0.057), but becomes statistically insignificant under a lowly
rated, adversarial IR climate (b = 0.108, p > 0.10). This supports hypothesis 5, implying
the important role of employee perceptions of IR climate in influencing the effect of

HPWS and union membership on employee engagement.

Table 4

Table 4 Regression mesults by the level of industrial relations climate

Independent variables 1 sD 2 5D 3 S5D 1 sD
High IR climate Low TR climate
Union membership (/1) 032 A2g —437 247 — 039 073 — 500 585
HPWS 2150 29 Jadt il 012 070 — 045 {95,
HPFWS = Union dir D57 Jdog 137
In [firm size) ADdetr 012 T 012 013 037 014 037
Fermale (0/1) — 10 028 — 109+ D24 o8 073 Aoz 073
Age [years)
2029 012 132 L] A3l 275 254 2ol 253
-39 055 Nk D43 J33 Qa2 Dod 251 263
A% el 5 134 el L Jd38 Ja4e 307 J4a S
50-59 A5 185 AXTHR 184 275 Jah3 242 s
&l ar older Saa¢ 2090 538 290 b Al8 B2 A
Tenure (years)
2-5 —072* 035 —071** D35 m7 A1 018 L]
510 — 08T 4l —08s*t M1 —012 Jdd —010 105
10 or more —.al 05T — a5 D56 033 AT 033 AT
Certificate (/'1) AETER 4T A5a4H 47 067 JA15 D65 d14
{_.ullc_gtl'ﬁfl'l AR 49 B2V e — 144 A5 —147 15
Master or PhD ({/'1) 27 e 023 e —.119 A6 —.124 S
Fulltime (/1) 012 a7 010 a7 238 N 239 %0
Partime ((¥1) —.124 7 —an 9 Aeleld - L1 1] -
Casual (0/1) 313 el 323 el 342 e 3498 351
Supervisor (/1) —. L g — 112 e —177 A58 -7 156
Executive (/1) 33 0a7 3320 DR7 244 42 253 A44
Frontling wordier (/1) — 18T S — 191 e — 248 A1 = 2000 151
#FObservations alll alll B0 Bl

g < (L0, **p < (L5, ***p < 001
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Discussion and conclusions

China represents an ‘interesting and important context’ to re-examine and extend the
debate on the impact of HPWS (Chan and He 2018, 403). Studies have moved to

unlock the black box of HR—performance causal links by exploring the relationship
between HPWS and employee outcomes (e.g. Cooke et al. 2016; Zhang and Morris
2014), but have not directly explored decent work or the role of trade unions. Advancing
such understanding is of critical significance as China is witnessing the emergence

of collective relations and faces bottom-up and top-down pressures for economic and
social upgrading (Brown and Chang 2017; Chan and He 2018). Our study stresses the
significance of complementary interaction between HPWS and the trade union in
achieving decent work. In exploring this topic we extend previous research which has
focused exclusively on managerial (Liu et al. 2009) or employee (Pyman et al. 2010)
respondents.

Overall, we find support for a positive and significant impact of perceived HPWS

on employee engagement. This result is consistent with many previous studies, mostly
in a western setting, and supports the theory that the adoption of western HR practices
can improve employee outcomes in the context of China (Huang, Ma and Meny 2017;
Qiao, Khiljib and Wang 2009). Following the premise of social exchange theory, where
organisations adopt HPWS and invest in human capital and employee well-being,
employees in turn reciprocate with heightened engagement. While we found limited
evidence for a direct relationship between trade unions and engagement, when combined
with HPWS we find evidence for a compatibility impact (Machin and Wood

2005); when both HPWS and trade unions are in place more heightened employee
engagement is more likely. Support for the compatibility thesis advances our knowledge
based on the realisation of decent work and ‘mutual gains’, while also indicating that
the collective voice function of the trade union remains insufficient. The interactive

HPWS — trade union effect means we caution against overly simplistic universal or convergence
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thesis interpretations of the impact of HPWS (Zhang 2012) as these can

neglect critical contextual or boundary conditions. Our third key finding demonstrates

that IR climate plays an important role in influencing the effect of HPWS and union
membership on employee engagement, extending these insights to the Chinese context
(Pyman et al. 2010). Specifically, under a co-operative IR climate, the interactive effect

of HPWS and union membership is positive and statistically significant while under an
adversarial IR climate the interaction effect is statistically insignificant. This provides evidence
that the extent to which HPWS and/or the trade union lead to positive

employee outcomes is contingent on the quality of management, employees, and union
relationships. This finding highlights importance of a co-operative IR climate as a contributor
to positive employee attitudes, validating Boxall, Guthrie and Paauwe’s (2016)

assertion that HRM well-being research can be advanced via valuable sources of theory

from IR/ER.

Our study offers convincing evidence that the achievement of decent work via HPWS

and trade unions can bring about mutual gains, benefiting both employees and the organisation
(van de Voorde, Paauwe and van Veldhoven 2012, 392). HPWS are therefore a key

mechanism of achieving decent work in Chinese workplaces (Cooke 2017). Despite recent
reforms the trade union influence is likely to be insufficient to drive decent working conditions
for employees. Operating in tandem, HPWS and trade unions can serve to

enhance mutual gains, facilitated by an underlying co-operative IR climate.

Practical implications

This study has significant practical implications. Chinese employees are reported to have

very low levels of engagement (Huang, Ma and Meny 2017) coupled with raising expectations
related to work and working conditions (Warner and Zhu 2018). In this context,

our study shows that employees under a high rate of HPWS are more likely to report a

high level of engagement with their organisation. Organisations should adopt HPWS

practices in their workplace to enhance employee engagement and well-being. Second, it
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offers employers convincing evidence for the role of mutual gains in realising decent work.
Third, the analysis reveals that the direct and interactive effects of HPWS and the trade
union are contingent on the IR climate. Therefore, organisations should carefully build

and manage a good rapport and relationship with employees and the trade union (Grant,
Christianson and Price 2007); enhancing the industrial relations climate should be a

desired outcome of employers (Pyman et al. 2010). Indeed, our evidence suggests that in
addition to HPWS, the quality of the relationship with the union and employees also
impacts the level of employee engagement with the organisation. Considering the complementary
nature of the trade union in China’s workplaces and the significance of the IR climate,
organisations should leave more space for developing the collective voice function

of the trade union, and integrate the union into decision-making systems, so that the

union can attain legitimacy and recognition from its members, thereby enabling HPWS to
fully realise its potential.

Limitations and future research direction

There are some limitations to this study. First, because the survey data comes mainly from
manufacturing organisations in one city, the sample may not be fully representative of
Chinese enterprises and employees. Therefore, future studies should collect data from
other industries and regions in China. Second, as with many other empirical studies, the
employer—-employee survey is a cross-sectional dataset, which means assertions of causality

are limited. However, this study has advanced previous work by incorporating both HR manager, and
employee data. Ultimately, longitudinal surveys are needed to confirm

the causality of the relationship. Finally, employee interpretations of their supervisors’
behaviours and intentions play a large role in shaping employee attitudes and behaviours.
When employees perceive their supervisor’'s HR-related actions to be supportive or

focused on improving their performance, they likely will reciprocate those actions with
higher job satisfaction and commitment, more discretionary effort, and greater productivity
(Harney and Jordan 2008). Therefore, to fully understand the relationship between

HPWS and employee engagement, it is important to appreciate line managers’ intentions

when implementing HPWS, and employees’ perceptions of same.
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