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1. Problem and method

Small and mid-size enterprises (SMEs) face several challenges: For example, the short-
age of skilled workers and demographic change can both have an adverse effect on
the formation of internal work relationships. The willingness of employees to contrib-
ute to a given SME, to perform to the best of their ability, and especially to commit to
a long-term working relationship with their employers may represent yet another ma-
jor challenge. In relationships between employers and employees, which ate all too of-
ten characterized by vagueness, both parties have to ensure an advance performance.
The willingness to do so is likely to increase with the quality of the social relationship.
The empirical study by Baron, Burton, and Hannan (1996) shows that money, love and
work are central determinants for good work relationships. This study aimed to show
that in SMEs, a functional social community can be of greater importance than mone-
tary incentives and that violations of social reciprocity norms have an adverse effect
on work relationships. In this article, we consider how reciprocal exchange relations
can be fostered and how and to what extent constructions of social reciprocity con-
tribute to this process. We show that especially establishing social exchange structures
significantly improves the quality of work relationships.

In the empirical part of this study, we examine the phenomena under considera-
tion with the help of selected case studies. We propose several assumptions, and these
allow us to conduct a focused investigation of complex environments such as those of
SMEs while simultaneously providing us with opportunities to consider and integrate
connections that have not been regarded to be relevant. The preliminary theoretical
considerations provide the framework of the study. In contrast to a “mono-theoretical
analysis,” which allows only for an interpretation of a given phenomenon in light of
theory used, the observation of central mechanisms (Elster, 1989, and fundamentally
Bunge, 1967) offers the distinct advantage of providing a more comprehensive expla-
nation of the evidences that are observed.

2. Work relationships in SMEs

As Martin (2000) rightly points out, a work relationship is first and foremost a social
relationship. A work relationship is also an exchange relationship. The two parties,
employer and employee, do not act entirely altruistically (and in classic economic
models, altruism is completely excluded) as they aim to bestow the expected rewards
for performances on each other. Working relationships are, however, also character-
ized by asymmetrical exchange relations. Performances and rewards cannot be pre-
cisely located in temporal, spatial or content terms. The interests of employers and
employees can, however, be explained by the theory by Bernard (1938), which was
further developed by March and Simon (1958). According to Barnard, the situation of
an organisation is always precarious and its survival only guaranteed by safeguarding
the fragile balance between stimuli and contributions. The evaluation of the stimulus-
contribution-relation is based not only on the actual performance of the players but
also on the interpretation of the performance and an assessment of the situation.
These kinds of assessment may lead to conflict and strain. What is significant for the
functionality of the organisation is if, and in what form, the players invest time and ef-
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fort because they will get something in return, which is supported institutionally. Em-
ployees can rest assured that the organization values their contributions. In their
study, Martin and Bartscher-Finzer (1998) identify work satisfaction as the goal of this
exchange for employees and the commitment of the employees as that of the employ-
ers.

The basic conditions for this kind of exchange are not being constantly renegoti-
ated in a work relationship; instead, there are structures that facilitate the process of
exchange. According to Cyert and March (1963), the process used to determine the
goals of a given enterprise works, in essence, through a mechanism involving fixed ex-
change structures. Despite the fact that the meaning of social relationships is empha-
sized multiple times in stimulus-contribution-theory, the “social” element finds little
accord in the respective research. Berger and Bernhard-Mehlich (2006, p. 183) note
that the processes by which diverse and sometimes competing expectations of differ-
ent protagonists involved in organizational decision making are being reconciled are
usually invisible. While the behavior of the players in accordance with the economic
rationality principle contributes to the balance of the system in a given organisation,
the assurance of reciprocal exchange relations is much more important. In a function-
al work relationship, institutional arrangements and fixed relationship patterns are also
embedded socially. The “social” functions not only as an “exchange object” but forms
the framework for the interpretation of a situation in which the players attribute a sub-
jective value to exchange objects. A social work relationship promotes the appearance
of a general perception concerning the extent to which the organization values the
general contributions of employees and cares for their well-being (Eisenberger, Ar-
meli, Rexwinkel, Lynch, & Rhoades, 2001).

2.1 Patterns of exchange relation

The study by Baron et al. (1996) provides a first glimpse of the institutional exchange
patterns that can be observed in reality. Focusing on the Stanford Project on Emerg-
ing Companies (SPEC), the authors examine young enterprises in Silicon Valley with a
distinct emphasis on their organisational structures and the challenges expetienced by
their HR management. The authors identify distinct patterns (blueprints) of work rela-
tionships in their study. The factors that define the patterns of these organisations and
that were addressed with the help of specific HR management strategies are the fol-
lowing:

e Money (monetary stimuli)
e ILove (emotional and familial connection)
e Work (challenging occupation and autonomy)

Since the enterprises investigated in this study were high-tech companies based in Sili-
con Valley in the USA, these determinants of development of personnel-political pat-
terns have to be reconsidered in light of the focus of the present study, namely mid-
size enterprises in Germany. In the following, we will slightly expand the perspective
of Baron et al. and adjust their constructs so that they can be used to examine the spe-
cific requirements of SMEs. When it comes to the issue of money, we focus on the
economic components of work relationships. Employees work to earn a living, but it
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is important to note here that the factor zoney not only involves wages or salaries, but
also all other monetary advantages, for example free or subsidized childcare or cafete-
rias. A crucial dimension of economic exchanges is fairness. How do employees eval-
uate their exchange relations? In this respect, their expectations, which are mainly the
result of a comparison to possible alternatives, are essential. The issue of job security,
that is, the guarantee that the economic benefit of the relationship will continue in the
future, is likewise described by the factor money. This issue is of particular importance
for the present study, as SMEs do not, especially compared to larger companies, pro-
vide high salaries (Martin & Behrends, 2005) but can attract potential employees be-
cause they are characterized by higher levels of job security.

A study by Kotthoff and Reindl (1990) is a good starting point to describe the
factor /ove, the main object of study in the present paper. In their qualitative study, the
authors investigate the characteristics and modes of action of the social system in over
50 SMEs in Germany. According to Kotthoff and Reindl, a specific social system de-
termines the development of informal rules and largely affects the coordination of ac-
tion within the organisation. The authors characterize a successful small or mid-size
enterprise as a collective project of all those involved, as a “social togetherness,” and
employees conceive of themselves as belonging to the enterprise (1990, p. 354 f.).
Thereby, a “feeling of togetherness”, and a high loyalty of the employees towards the
organization arise. Despite the focus on performance, interaction stays humane, eve-
ryone respects another and the work relations are determined by mutual consideration
of another. Small or mid-size enterprise can be characterized by this sense of togeth-
erness, which is premised on mutual trust of all parties involved, but there are also
those defined by instrumental relationships. These enterprises can be economically
successful, but more often than not, they are limited in their potential due to rather
dissatisfied employees (“soulless workhouses”). In these relationships shaped by in-
strumentalisation, there is often mutual lack of trust amongst the parties involved.

Martin (2003, p. 128) defines trust as a reciprocally grounded, generalised expec-
tation, and this understanding of trust plays an important role in SMEs. What does the
process of creating a generalised expectation look like? Developing mutual, non-
predetermined expectations is not an easy task, and the inherent difficulty becomes
obvious if one considers the concept of the psychological contract (Rousseau, 1995).
Trust and fairness, justice and appreciation are the basis of healthy exchange relations.
Transparency, effective communication, and a clearly defined work processes indicate
what is expected from all parties involved. Values and norms have crystallised into, for
example, specific practices during a long process, and employees pass these on to new
ones. As a collective project, the enterprise aligns the individual goals of the parties
and suggests a common direction. Goodwill is solidified through the integration of the
enterprise into the environment of employees and employer. In many cases, relatives,
neighbours or friends work together in SMEs. People are acquainted with one another
because they also interact in other social context, for example, sport clubs or profes-
sional associations. These kinds of close relationships foster the formation of trust,
although the related dimension of social control may be experienced as uncomforta-

ble.
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According to Baron et al., the third important determinant for the integration of
employees is work. In contrast to Baron et al., we use a broad definition of the term,
which also includes what we would describe as work sense or the meaningfulness of
work. As mentioned above, employees may conceive themselves as members of a col-
lective project, as integral parts of the enterprise. If that is the case and if employees
contribute to the success of the company through their actions, then their actions are
meaningful to them and they experience sense in doing their work. This can be under-
stood as self-actualisation, especially when related to the workplace. Here, self-
actualisation is not understood as a key feature of the “culture of narcissism” (Jaeggi,
2005, p. 243), in which individuals improve their skills to pursue a career. In the pre-
sent study, the term self-actualisation is used for employees who realize their potenti-
alities in their work, work that they do based on a free decision (Kambartel, 1989, p.
24).

This kind of work does not necessarily have to involve particularly important or
difficult tasks. Meaning is assigned to these tasks by the individuals who complete
them, and not based on from outside given criteria. Employees perform the tasks for
themselves, not for others. To illustrate this phenomenon, Sennet (2005, p. 84) points
to concierges, who tend, despite poor working conditions, to be satisfied with their
occupation and to find meaning. In terms of content, the factor work can also include
possibilities for personal or professional development. When individuals have these
possibilities, they are, we argue, more likely to evaluate their occupation positively.

2.2 Social reciprocity

Work relationships are not only about the sense of situational and momentary satisfac-
tion derived by employers or employees. The nature of these relationships and, more
specifically, the balance of giving and taking, are important. Therefore, the question of
social reciprocity of exchanges is crucial, especially because work relationships are still
only vaguely defined in several contexts.

Social reciprocity is, according to Gouldner (1984, p. 96), a generalised moral
norm. The economic principle stipulating that each player wants to maximise his or
her benefit does not apply here. Performance and reward are not calculated but be-
stowed due to a morally felt obligation. Voswinkel (2005) argues that social reciprocity
produces loyalty and performance dedication. In his view, theories concerning the ef-
ficiency of wages do not adequately explain the relation between wages and the com-
mitment of employees. Employees are more likely to contribute to a greater extent if
employers also offer rewards. Since performance and reward are never specifically de-
termined, they require social definitions, and these are also collectively developed. It is
not solely the individual employee who owes the performance but employees as a col-
lective. However, social reciprocity develops only when two conditions are met:

1. Long-term: The partners’ trust in their performance can only be reciprocated in
permanent and stable relationships.

2. Work ethics: Those who only think about their own advantage are not suited for
reciprocal relationships.

In reciprocal relationships, an expected effort already leads to the recognition of per-

formance. The effort is what is accounted for, not the success. What is striking is the
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lack of a direct “offset” of performance. If the relationship is, general, experienced as
reciprocal, neither employers nor employees are likely to evaluate performance in
terms of potential or actual awards. Both parties provide performance in advance and
even experience good feelings while they do, as long as they can trust in the fulfilment
of their expectations. The basic rules of the relationship must not, however, be violat-
ed. The social definition of the situation in reciprocal relationships is, on the one
hand, a strain but, on the other hand, the resulting conflicts create connections and
identities through social exchange. Tajfel (1982) also emphasises the identity-forming
effect of the group within the theory of social identity (see also Ashforth & Mael,
1989). The parties are considerate of one another and show true interest in the part-
ner. Everything happens humanely, the exchange amongst one another leads to the
reproduction of a sense of belonging to the organization (Voswinkel, 2005).

The general performance of an employee is thus highly dependent on the reining
reciprocity norms in the organisation. The employee always supports the organisation
through necessary work behavior when he too has the feeling that he can rely on the
support of the organisation concerning his own interests. Such connections have al-
ready been proven in studies about “perceived organizational support” (POS). POS
describes the special social relationship in the organisation. To what extent can the
employees trust that their efforts for the organisation will pay off in the long run? Per-
ceived organizational support is therefore “... a general perception concerning the ex-
tent to which the organization values general contributions and cares for their well-
being®. (Eisenberger et al. 1990, S. 51) Are the employees only assisting to maximise
the company’s profit or does the employer voluntarily take care of the employees’
wellbeing without expecting a direct service in return? In general, the meta-analysis by
Eisenberger/Rhoades shows that POS has a positive effect on work behavior. ,,Our
review of over 70 studies suggests that basic antecedents of POS include fair organiza-
tional procedures, supervisor support, and favorable rewards and job conditions and
that consequences include increased affective commitment, increased performance,
and reduced withdrawal behaviors.” (2002, S. 712). Moorman, Blakely, and Niehoff
(1998) prove the positive connection of POS and OCB in particular.

Further advantages of a reciprocal work relationship are described i. a. in the
study by Tsui, Pearce, Porter, and Tripoli (1997). The authors investigated relation-
ships that are founded on mutual exchange, control through superiors and control
through colleagues (peers). The reciprocal exchange reveals itself as the form of coor-
dination with the highest achievement potential. It is important to note here that a re-
lationship shaped by the overinvestment of the employer has been shown to have a
lower performance capability. The overinvestment of the employer leads to the devel-
opment of distrust amongst employees (“too good to be true”, p. 1115).

2.3 Engagement

While the discussion of social reciprocity focuses on the “spirit of exchange relation,”
we want to take a quick look at the exchange partners. As suggested by stimulus-
contribution-theory, a good employee is characterised by his or her dedication and the
willingness to meet additional requirements. A good employer, in contrast, seeks to
make this relationship attractive to employees through his behavior, and he or she fos-
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ters the satisfaction of his or her employees. While the number of studies on employer
behavior is still very limited (Wichter, 2011), there are many concepts that could be
used to describe what an employee needs to do in addition to the duties required due
to his contractually fixed occupation (Hertel, Bretz, & Moser 2000). A common con-
cept that takes a closer look at the commitment of the employees is proposed by Or-
gan (1988). In the context of the “organizational citizenship behavior” (OCB), he fo-
cuses on the specific issues of performance. OCB includes services by employees,
which go beyond their contract and formal working role. Similarly to the reciprocal
work relationship, this behavior depends on the reward promised or given by the em-
ployer. As a “good citizen,” the employee is expected to perform special additional
services. The organisation must encourage this behavior through the creation of a re-
ward system and by fostering social reciprocity in the organisation (“sense of citizen-
ship”) (Organ, 1988, p. 22). Organ first defines altruism and general compliance as
content of the OCB. He then adds courtesy, civic virtue and sportsmanship to the
concept. In addition to OCB, similar concepts like Prosocial Organizational Behavior
(Brief & Motowidlo, 1986), Organizational Spontaneity (Brief & George, 1992) and
Contextual Performance (Motowidlo & van Scotter, 1994) have been developed.

As mentioned above, employees do not perform altruistically. They expect a
“sense of citizenship” in return. But what is the “company substrate” for the creation
of this kind of commitment? What kind of employer behavior fosters the develop-
ment of a good work relationships and, thereby, the OCB?

3. Empirical analysis

The present study focuses on the description and explanation of a social phenome-
non, namely the occurrence of functional exchange relations. “In other words, you
would use the case study method because you wanted to understand a real-life phe-
nomenon in depth, but such understanding encompassed important contextual condi-
tions - because they were highly pertinent to your phenomenon of study.” (Yin & Da-
vis, 2007) The main research question concerns the criteria for reciprocal work rela-
tionships in SMEs. More specifically, it seeks to identify the performances by employ-
ers that are the prerequisite for employees to grant what we describe as performance
credit. Most of the previous studies tend to consider only the performance expected
of employees. However, under what conditions are employees willing to work for the
enterprise voluntarily, without direct reward? In other words, which conditions must
be met if one seeks to establish a relationship from the basic exchange of performance
for reward? To answer these questions, three hypotheses were developed. These hy-
potheses are derived from the discussion of major theoretical and empirical concepts
above. Kotthoff and Reindl emphasize that “social relatedness” to the organization is
a central element of coordination of action (1990, p. 243). The connection between a
CEO and his or her employees is established in the context of a specific enterprise.
The goals of this enterprise are derived from this relationship. It is not the goals that
shapes the relationship; instead, the relationship affects the identification of goals or,
perhaps even more so, the acceptance of goals. In their study, Bateman and Organ
(1983) also find that social factors in organisations have a stronger positive effect on
work satisfaction and OCB than wages or occupation. The “social element” in the
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work relationship cannot be replaced arbitrarily (substitution hypothesis); the work re-
lationship is not centrally dominated by a spirit of opportunism. The “social element”
moulds both actions and thinking of all parties involved (Martin, 2011). The definition
of the situation, in turn, is determined by the framework of the relationship (“sense of
citizenship”). Performance and reward are subject to constant interpretation and ne-
gotiation by the two parties involved, which is defined by the specific, applicable
norms of social reciprocity. The following three hypotheses describe this phenome-
non in greater detail:

1. “Social Hypothesis”
Of the three factors (work, love, money) named above, the concept of social rec-
iprocity (love) is of central importance for employees at SMEs.

2. “Substitution Hypothesis”
The basic conditions of a functional work relationship (work, love, money) can-
not be arbitrarily substituted. A lack of /ore in a relationship cannot necessarily be
compensated with more #oney.

3. “Attribution Hypothesis”
The performance of employees (and their commitment) depends on the ability to
allocate a reward. The HR policy of the enterprise is of great importance in this
respect.

3.1 Method

The data analysed in this study was generated during a research project involving
comprehensive case studies conducted in seven SMEs between 2012 and 2014. Brief
descriptions of these SMEs are provided in the table below. All of these enterprises
are located in Northern Germany.

Table 1: Overview of case studies

. Category no. no. of qualita- Additional Participation in addi-
Case study Occupation L ) )
of staff tive interviews survey' tional survey, no.

Production and trade
Health of tea and cereals 250-499 15 No
Buildil_*lg Wholgsale of building 55-09 9 No
materials materials
Agriculture | Vholesale of packaging 2549 7 No

material
Candy Production of sweets 100-249 1 Yes 91
Bonus | Automobile supplier 100-249 8 Yes 192
Bonus Il Internet provider 50-99 5 Yes 58
Technology | Medical technology 100-249 10 Yes 147

producer

! In some case studies, an additional quantitative survey of central facets of work satisfac-
tion was conducted. The investigation is not directly connected to the interviews; howev-
er, individual results of the standardised questionnaire could be used for the validation of
the interview results.
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Comprehensive semi-structured interviews were conducted with representatives of
employers (CEOs, HR executives) and representatives of employees. The interview
partners come from all levels of hierarchy and areas of activity in the enterprise. The
interviews were first evaluated, and then the main results were presented and dis-
cussed with the interview partners (partially in groups) in order to communicatively
validate initial findings. In the following chapters, central statements from the inter-
views will be repeated to illustrate and substantiate key points. The comments are not
representative for all interviewees, but were chosen in such a way as to convey the
main impression left by interviewees. The seven case studies were not conducted sys-
tematically based on previously fixed criteria. Therefore, the possibility of finding oth-
er and perhaps even anomalous results cannot be ruled out.

While the method of empirical mass surveys (data mining) can often only be used
to describe surface phenomena, the case study design permits deeper insight into the
research field, and, furthermore, it allows for an analysis of the contextual factors of
the connections that are investigated in the present study (Pongratz & Trinczek,
2010). The use of these case studies, an approach that was even partially supported by
participant observation, allowed for deeper insights concerning the connections of
work relations in SMEs (Jochims, 2010). Methodically and conceptionally, our case
study design is based on the definition of Yin (2014): “A case study is an empirical in-
quiry that investigates a contemporary phenomenon in depth and within its real-life
context, especially when the boundaries between phenomenon and context are not
clearly evident” (Yin, 2014, p. 18). To meet the quality criteria of empirical research
(validity and reliability), we follow the requirements for case study design as proposed
by Yin (2014, p. 40).

In addition to the methods described so far, we also employed the critical inci-
dent technique (Flanagan, 1954). Particularly the questions concerning situations in
daily work life, which were experienced as especially burdening, or more precisely,
which disturbed the balance of the work relationship, required employees and em-
ployers to reflect on the context of their actions and to offer their interpretation of the
situation. The goal was to become more immersed in the world that the employees
expetienced. Moreover, the critical incident technique is also compatible with the de-
sign of our semi-structured interviews: “It should be emphasized that the critical inci-
dent technique does not consist of a single rigid set of rules governing such data col-
lection. Rather it should be thought of as a flexible set of principles which must be
modified and adapted to meet the specific situation at hand” (Flanagan, 1954, p. 355).
The interviewees were also asked to recount events that were positive. The goal was to
describe the quality of the work relationship as perceived by the interviewees. To fur-
ther strengthen the validity of the statements, participants were asked to clarify im-
portant statements using examples of their choice. Some chose metaphors such as
“We feel like step-children here...the good father is just missing...we ate always the
stupid ones that everyone here picks on...”

When using this method, it is important to avoid tactically or socially desired
statements, i.e., to identify them in order to gain access to more specific accounts or
to understand the context by asking additional questions.
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3.2 “The good employer”

At first, the main research question addressed in the present study was how employers
can create and foster a climate that can contribute to the development of an OCB
among employees. Starting from the hypothesis that a reward system, regardless of its
design, cannot function as a mere substitute for OCB, we investigated the possibility
of a kind of “OCB-behavior” by employers.

Concerning the quality of the work relationship and the expectations towards
employers, the following five areas were identified:

e  Social reciprocity  (feeling of togetherness)

e Trust (honesty and obligation)

e  Orientation (clear structures, work relief)

e Identification (role clarity and commitment)

e  Leadership (personal engagement and passion)

As suggested by Kotthoff and Reindl (1990), the desire for social reciprocity is an im-
portant requirement for work relationships in SMEs. Proximity is expected by em-
ployees, and statements such “we down here — they up there” are, rather, indications
that work relationships are, to employees, unsatisfactory. What becomes clear from
this finding is that, for example, employees who used to work for large companies be-
fore they were hired by SMEs tend to have expectations concerning social reciprocity
at their new place of employment. To these and other employees at SMEs, social reci-
procity also means that each person is important and is perceived as an individual hu-
man being with distinct personal needs and abilities. In response to the request to de-
scribe an event that had impressed them, almost all participants recounted situations
in which employees were treated as human beings and were shown consideration by
other employees and by employers. The following statement by one of the partici-
pants describes this kind of experience: “Mr. (Researcher), you won’t believe it, at the
party the “boss“ from Holland came up to me at the bar, addressed me by my name
and asked how I'm doing (...) and said he really wants to know how I am because all
his employees are important to him. We’re just a family.” Participants indicated that
employees do not want to be cogs in a machine but contribute to the success of the
enterprise and receive honest responses concerning their contributions. The enterprise
is a project that is important to them as individuals. Despite a wide range of conflicts,
for example those related to the distribution of resoutces, employers function as part-
ners in the day-to-day activities of the enterprise. If the daily struggle of doing one’s
best for the enterprise as a whole changes to primarily a fight against other employees
or employers, this shift also has an adverse effect on employees. As indicated by
Kotthoff and Reindl, employers may unilaterally withdraw from the work relationship
in these kinds of situations. In contrast, employees may still hold on to the ideal of so-
cial reciprocity much longer.

The employees at the SMEs examined in the present study do not, however, be-
lieve that work relationships do not have to constitute a community in which each
member is entitled to comfort, and they may even reject such forms of social reciproc-
ity. As one participant put it, “Before, we would really fight. The current managers
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don’t know this and, sadly, they don’t want it either. In the past, we would argue and
sometimes didn’t speak with another for days but then we came to an agreement and
accepted the solution. In today’s meetings, conflicts are quickly discontinued, deci-
sions postponed and weeks later they are discussed again without results.” The strug-
gle to develop a collective project can indeed be a major source of conflict. The lack-
ing aversion of employees in conflicts can result from the special manner in which
they are socially embedded. Employer ensure job security, and this is acknowledged by
employees. In one enterprise, the median of all questioned employees concerning the
question, “What does the executive management do to secure jobs?” rated the em-
ployer’s effort, on a Likert-scale from 1 to 7, where 7 is the maximum value, at an
astonishing 6.4. The employees have a healthy sense of self-confidence. Since employ-
ees often have a good understanding how the enterprise functions, they can assess
their contribution and their individual progress. The feedback on work performance is
given through the work itself, and employees are not dependant on the recognition of
their superiors. That said, mutual appreciation and support are, as suggested by one of
the participants, regarded highly: “One is there for each other and does not abandon
another.”

The employees who were interviewed regarded trust in a work relationship as
very important. They indicated that they wanted employers to behave honestly and
communicate clearly. These employees mainly criticized that communication by em-
ployers seemed to be too calculated. To them, managers did not say what they think
openly but tried to achieve their goals through skilful communication. This observa-
tion was made by several participants in the study: “Communication is too tactical in-
stead of open, honest and authentic”; “Too often, communication happens based on
management-handbooks”; or “Management is afraid to tell us the truth.” This kind of
communication not only erodes employees’ trust in superiors but also increases their
sense that they are not taken seriously: “We are adults, we can handle the truth.” “We
know what is happening anyway, they don’t have to protect us.” Most of the partici-
pants also expressed their desire for clear and honest feedback (“one has to be able to
speak one’s mind”). Trust is perceived is indicator of good collaboration. For the em-
ployees at the SMEs examined in this study, the authenticity of their superiors is an
important factor for fostering the development of trust. Superiors should not only
admit their mistakes; they are also allowed to make them. Superiors that pretend to
have competences that they actually do not have are frowned upon. The daily social
community in enterprises results in giving all parties a very good sense of what others
can and cannot do. Employees accept the weaknesses of superiors but demand hones-
ty. Conversely, the employees demand a strong identification with the enterprise and
the profession by superiors. One of the main findings resulting from these interviews
is that “one can trust another.” Expectations are reciprocal and known by all parties
involved, and infringements are collectively sanctioned. Not only employers and man-
agement, but also employees aim to make sure that these expectations are being met.
At the same time, there is a great courtesy.

In contrast to recommendations in some textbooks, the employees at the SMEs
examined in the present study do not believe that employers have to motivate. In-
stead, they expect the provision of orientation and, thus, work relief (Martin, 1998). One
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of the surprising findings of this study is that there seems to be a strong focus on the
entrepreneur ot individuals most closely associated with the enterprise, when there are
problems. Although they independently work on difficult and significant issues, em-
ployees still tend to turn to the entrepreneur in these kinds of situations. Employees
seem eager to look for, even demand, an exchange with the entrepreneur. This ten-
dency is summarised by one of the participants as follows: “He should say what is go-
ing on.” Entrepreneurs are regarded as figures of authority or leaders, and employees
do not expect what they described as “nice soapbox rhetoric”, but they expect to be
addressed clearly. The entreprencur is the one who stands for his or her enterprise,
who can be trusted and who will unconditionally commit himself or herself to the col-
lective project. The entrepreneur is a role model, and his or her commitment and pas-
sion for the enterprise can impress and motivate employees. If there is no commit-
ment or enthusiasm, the enterprise may even face an identity crisis.

The enterprise stands for specific values and norms, which are either held or as-
sociated with the entrepreneur or his or her family. Even when these values appear, in
part, to be extreme and bizarre to outsiders (such as researchers), employees appreci-
ate the guidance that they provide. In one enterprise, the entrepreneurs, a couple,
made sure that all cups and glasses had special coasters and saucers so the furniture
would not be stained. Even though the majority of employees found that this measure
was exaggerated and dismissed it with a smile, the reputation of the couple did not, as
the following quotations indicate, take a hit: “They take cate of the enterprise and the
enterprise is important to them.” “Being friendly to the customers is important to the
folks (the entrepreneurial couple), that is our central value. And even if some of that
seems over-the-top today, this is us, I don’t have to like all of it but the general direc-
tion is good.”

The values of the enterprise do not remain abstract; they become specific as em-
ployees and entrepreneurs in particular lived by them. To the question of why he
would not introduce controlling despite having around 250 employees, an executive
and founder of an SME replied, “I don’t tolerate nitpickers that run around and make
my people nervous. Everyone here works well and I can trust my employees.” The
reasons given here are important, and this statement provides further evidence that
authenticity is, as mentioned above, important when it comes to work relationships.
The CEO does reject controlling because it goes against his demand for reciprocal
trust. Orientation means clarity and obligation in goals and values. Already a small
number of individuals embodying the values of the enterprise can guide employees
and their actions.

Identification is another criterion that can be used to assess the quality of a work re-
lationship. As suggested above, employees want to identify with humans. The entre-
preneur and the executive management ideally function as role models. Personal
commitment depends on that of the superior. In the case studies, which were supple-
mented with quantitative data, the medians of the standardised surveys showed high
levels of connection to the enterprise and concerning the item “Proud of the enter-
prise.” The interviews provide further evidence for the central role of prominent indi-
viduals in enterprises. When they fight for their enterprise, devote themselves to the
enterprise and their employees, employees are more likely to identify with these per-
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sons and the enterprise. This identification with people may eventually also include
the entire organisation. As one interviewee put it, “I owe so much to Mr...I will al-
ways be connected to this enterprise. My identification is so strong that it can’t be
shaken by anything.” Researcher: “But Mr... has been succeeded in this enterprise
years ago.” Employee: “That doesn’t matter, for me he is the enterprise, no matter
who leads it now, the values remain.” The identification has a lasting effect, and suc-
cessors may stand in the entrepreneur’s shadow. Successors have to show that they
deserve the trust of the employees. In this respect, technical competence seems less
important than personal dedication to the enterprise and authenticity, which may in-
crease the acceptance of the new leadership and strengthen identification. Thus,
commitment does not primarily develop through the congruence of employees’ pet-
sonal goals with abstract enterprise goals but through the consensus of enterprise and
employee goals.

Leadership based on numbers, statistics and commonly used management princi-
ples is a nightmare for the employees at SMEs investigated in this study. They expect
leadership with the heart and not of the head. Superiors need to understand how the
enterprise works, should acknowledge the contributions of employees and consider
their daily problems. Ideally, a manager would be “one of them,” personally respond
to employees and also contribute to the success of the enterprise as a whole, not ad-
vance his or her own career. The participants in the case studies rejected a manage-
ment only based on management ratios. Ideally, management allows employees to pat-
ticipate in decision-making because they appreciate them and regard their opinions as
important, not because participation is the newest management fashion and also not
to placate the staff. Leadership can be “uncomfortable,” and even obstinate superiors
may earn respect if employees can argue with them. Ambiguous statements by the su-
periors are met with resistance and are regarded as a sign of weakness. The employees
interviewed for the present study did not want a coach or mediator as a superior; they
want a person that represents their values but especially the enterprise.

It is likely that there are other aspects that foster an OCB among employees. This
study aimed to identify the main factors affecting the commitment of employee. As
the interviewees indicated, creating the conditions for a successful work relationship is
not the sole responsibility of the employer but of all those involved. The collective
project and the related work relationships can only function properly when all do their
part.

3.3 Social reciprocity as a success factor?

Our initial assumption concerning the work relations in SMEs, which are character-
ized by reciprocal exchange relationships and a “sense of citizenship,” was that these
relations are primarily determined by /oze. By deriving and testing this hypothesis, our
assumption not only became more specific, but our analysis of the data generated dur-
ing interviews also provided evidence for this distinct dimension of social reciprocity
and related issues such as leadership or trust. This finding is particulatly striking con-
sidering that one of the enterprises examined in the present study, which does not
emphasize the factor of social reciprocity in its HR policy, has the lowest work satis-
faction and suffers from many internal conflicts (e.g. a high workforce fluctuation). In
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addition, our data cleatly showed that when work, love, money is under a critical level, the
work relationship tends to be strongly and negatively influenced. In the following, we
describe the results of three case studies that augment our initial hypotheses on the
level of content.

Social hypothesis — The case study “Building Materials”

The enterprise examined in this case study trades with building materials. This enter-
prise was of particular interest to us because it gave us the opportunity to conduct a
group interview with three employees who had indicated that they viewed the enter-
prise’s development very critically. For this reason, one of the main findings, namely
that employees seemed rather satisfied with their work in general and work autonomy
and the development of their wages in particular, was unexpected. Only the develop-
ment of social relations in the enterprise was cause for great concern and dissatisfac-
tion. It is important to note here that the interviewees distinguished between their
work satisfaction (consistently positive ratings) and satisfaction concerning their work
relationships (extremely negative ratings).

A few years prior to the interview, there had been a change of executive man-
agement in the enterprise. Although the former CEO had been perceived as very
dominant and “imperious” and the new management was perceived to be more hu-
man, there was barely an end to the complaints of the three interviewees about the
new management. These complaints were primarily related to what was described as
“distancing from the employees” and “the lack of personal exchange” between the
two parties. The ambivalent relationship to the former CEO turned out to be, in hind-
sight, more satisfying than the one to the new managements, which, at least according
to the executive management, is characterised by objectivity and professionalism (i. e.,
leadership based on numbers). As mentioned above, not only factual exchanges con-
tribute to the success of the enterprise, but also, and perhaps even more so, social in-
teraction, which also fulfil important affective need of employees.

Substitution hypothesis — The case study “Candy”

In the second case study, the employees turned out to be very unhappy, and they
complained about the lack of social reciprocity in particular. They felt that they were
undervalued and that their contributions to the success of the company were not
acknowledged. The executive management reacted to this growing dissatisfaction with
expensive material gifts to alleviate the general dissatisfaction. Despite these gifts, the
level of satisfaction decreased even further, and some employees even rejected the
gifts. As a result, the CEO did not understand the “ungrateful” employees anymore.
The lack of social reciprocity has continued, adversely affecting the perceived quality
of the work relationship. As one of the employees put it, “Before, the boss was still in-
terested in us. During extra shifts on the weekend, he was working himself and
brought schnitzel.” “He still had an open ear for us, he was the good father, now
we’re nothing to him, the main issue is profit.” These statements suggest the current
lack of concern and personal interest by the “boss” for his employees. To them, the
considerable difference in terms of cost between material gifts and schnitzel is of no
importance, as the expected social interaction with their employer has come to an end.
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Instead of engaging with his employees during shifts on the weekend, the boss tries to
appease his employees with material gifts.

As this example shows, one of the basic building blocks of working relationships
cannot simply be replaced by another. Money is no substitute for love. Through the
social interaction resulting from collaborative work and shared meals during the shifts
on the weekend, the relationship can be improved, and the employer can demonstrate
genuine interest in the people working for his company. The various performances
cannot be added together, and one action cannot be offset by another. There appears
to be a basic need for work, love and money, which is articulated and demonstrated in dif-
fering ways depending on the type of work relationship. Within certain limits, employ-
ees tolerate deviations from the norm. However, at some point, there will be “turning
points,” and once lines have been crossed, the likelihood of a slump in work satisfac-
tion increases considerably.

Attribution hypothesis — The case study “Bonus”

Exchanging performance for reward! Sadly, work relations are more complex than this
catchy phrase suggests, and the exchange is often not associated with defined individ-
uals. This lack of attribution can be a considerable problem, as people cannot express
or display gratitude. Higher wages may be required by labour agreements (and there-
fore cannot, for example, be interpreted as a gift by the employer), and other rewards
likewise remain hidden. The value of rewards strongly depends on the interpretation
by the recipients. A reward is only one if it is perceived as such. For this reason, the
interpretation of the related context or situation is crucial (Martin, 2011). In this and
other situations, the personnel policy of the enterprise functions as a cognitive, affec-
tive and conative framework for the situation’s interpretation.

Similar situations can, however, be interpreted differently and lead to very differ-
ent responses. We compared two enterprises, in which an annual bonus payment was
much lower than promised. In enterprise A, there is an instrumentalist social order,
and the level of social inclusion of the employees is low, and mutual distrust can be
observed. In terms of HR management, the emphasis is on the economic exchange
between employer and employees, and cooperation only takes place as long as direct
benefits can be obtained. Enterprise B, in contrast, secks to integrate its employees
and is characterized by a collective social order. The relationships are characterised by
mutual trust, and the employees do not merely work there but are full-fledged mem-
bers of the organisation.

When the annual bonus failed to materialise as expected in the two enterprises,
work satisfaction in enterprise A was reduced but remained essentially unchanged in
enterprise B. In both enterprises, the balance of stimuli and contribution was disrupt-
ed. However, in enterprise B, wages are not perceived as important as in enterprise A,
because the relationship is not primarily built on monetary stimuli, and the employees
are more likely to believe that the lack of bonuses is justified and likely to remain an
exception. Such deviations are forgiven as long as the basic orientation is fine. How-
ever, it is possible that if the bonus would fail to materialise again, employees may re-
spond very differently to this situation: In enterprise A, negotiations about compensa-
tory payments would take place. The employees in enterprise B may suddenly react
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very emotionally and would be very dissatistied. The relationship would be shaken in
its foundations, as employees would feel that their trust had been abused. The missing
inclusion concerning this decision ran counter to the HR management practices of the
enterprise. Individual measures only develop their effect through the interpretation of
the people who are affected by them. Actions are primarily interpreted within the
framework of the HR policy of the enterprises.

4. Limitations

When selecting the case studies, a certain “down-to-earth” attitude was necessary. Be-
cause of the need of a high number of interviews, only a few enterprises were willing
to take part in the study. As it was not possible to consider case studies likely to yield
different results, the selection of case studies represents a methodical deficiency. In
the subsequent research process, the falsification of our results was therefore neces-
sary. As we neither intended to test the hypotheses nor to generate them, there is a
high demand for further research. It was our goal to bring light in the concepts of the
relationship between employer behaviour and social exchange relations, which has not
received much scholatly attention. The next step should be to generate and test hy-
potheses to deepen our understanding of the theories and concepts used here and to
develop new ones.

At the beginning of this article, we noted that previous studies unnecessatily em-
phasised the role of employees in their analyses of functional work relationships. In
the present paper, we focused on the quality of employer effort as perceived by the
employees. Whether or not the employer’s stimuli motivate employees to provide
higher contributions was not directly measured; if anything, only assumptions could
be made concerning this matter. From our perspective, it can be reasonably justified
that satisfied employees are more willing to make the contribution that is expected of
them (Martin & Bartscher-Finzer, 1998). We also could not and did not want to show
how individual facets of the OCB of employers and employees interrelate.

5. Lessons learned

A good work relationship in SMEs is not characterized by a convenient social reci-
procity, but it is the basis for a functional, social collective. The results from the case
studies indicate that the determinants of a good work relationship (work, love, money)
investigated here can complement or offset one another in different ways. An increase
in terms of money, for example, does not automatically strengthen the social collective
(love) and can even reduce the work relationship to a basic exchange relation. An in-
crease of /ove strengthens the work relationship and leads to a more positive interpreta-
tion of other rewards (money). As mentioned before, a good work relationship is
based on the foundational structure of exchange, which offers guidance and contrib-
utes to the development of trust. Violations upon this structure are likely to lead to
disruption in the system. In the case studies discussed here, the phenomenon can be
seen in multiple areas, e.g. in the introduction of new and “fairer”” assessment and re-
ward systems. To foster the fairness, management creates systems that do not align
payment with the presented performance anymore. In none of the enterprises shaped
by social reciprocity did the employees welcome this measure. In contrast, they pet-
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ceived this as a threat to their social reciprocity, and the majority rejects this kind of
system. Controlling is not a good fit, as it is likely to change the foundational orienta-
tion of the work relationship for the worse. All parties involved rely on trust, and in-
strumental controls tend to weaken this kind of trust.

Work relationships are also always a struggle for limited resources, a definition of
input and output. All parties need room to work out their conflicts of interest, to al-
ways renew the sense and purpose of the enterprise as a collective project. The room
for necessary arguments about the best path to collective success is a prerequisite for a
long-term relationship that can endure conflicts and offer possibilities. Employees do
not want managers who simply downplay conflicts of interest or who prefer “man-
agement by appeasement.” Managers are expected to be honest and stand up for the
enterprise. In some case studies, the fight was even cultivated; the employees spoke
proudly about conflicts with superiors. The work relationship is not an “oasis of well-
being” for employees, but rather a space to fight for a successful cooperation. In this
sense, conflict has an important function in working relationships.

Social exchange means, people are not treated as a cog in the wheel, but as hu-
man beings. The employees feel like organizational citizens and are closely connected
to the organization (Martin & Bartscher-Finzer, 1998). Tasks at work are the result of
co-orientation, that is, an orientation concerning the collective well-being of all indi-
viduals involved in the enterprise. Since co-orientation is connected to a large effort,
fixed values and behavioral rules emerge in these kinds of work relationships, which
provide work relief (Martin, 1998). Values add stability to relationships and turn work
into a behavioral guideline for new members. Co-orientation is, as perceived by partic-
ipants in the study, not voluntary but obligatory: “One has to be able to rely on one
another.” When the foundations for a good relationship are laid down, constantly
checked and reproduced anew in social exchange, all individuals are likely to contrib-
ute voluntarily. Employers do not need to offer a wide range of rewards but simply
have to complete their tasks as reliable partners and follow the norms, which have
been established through and continue to guarantee social reciprocity. Employees, in
turn, can focus on their respective tasks. Whether an exchange truly is fair and recip-
rocal is not always easy to say, as exchanges are constantly interpreted in light of the
specific rules and orientation patterns of the organisation.

If and in what form a performance can be positively attributed to the employer
depends on the definition of the situation, which, in turn, is shaped by the quality of
the social relationship. The type or level of performance is not as important as the
quality of performance, the performer’s intended purpose, or the prior knowledge of
the recipients. Love, therefore, has the function as the determining factor of the situa-
tion’s definition. To interpret individual actions without connecting them to the col-
lectively shared orientation system is likely to lead to misunderstandings. In one of the
enterprises investigated in this study, the new management was surprised at the level
of employees’ discontent due to a few lay-offs due to internal restructuring: “Now
some people are being laid off, and the mood takes a hit. I don’t understand it.” The
limited lay-offs of a few hundred employees are barely of consequence, but the state-
ment given above points to a break in the structures of social expectations that are
deeply anchored in the organisation (Becke, 2008, p. 77). Employees can interpret
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these lay-offs as a violation of the norms based on the social reciprocity. In this re-
spect, our findings are in line with those of other studies on the concept of perceived
organizational behavior (POS). In their review of the literature on POS, Eisenberger
and Rhoades (2002) emphasized fairness, supervisor support and favourable job con-
ditions as central antecedents for POS. Our findings give a nuanced perspective on
“favourable job conditions” and might have implications for the development of or-
ganizational support theories.

6. Conclusion

Our study shows that functional social exchange relationships in SMEs are likely to be
more important than monetary aspects and that violations of social reciprocity norms
may disrupt the balance of work relationships. Using the case studies, we described
the employer behavior that is expected by employees from their distinct perspective.
Social reciprocity and trust are essential elements at the social level. Furthermore,
identification and leadership can also be easily attributed to the human component of
work relationships. Simply the desire for orientation (work relief) can be attributed to
the level of work. Leading figures likewise provide orientation and guidance. The
characteristics of SMEs also need to be considered here. The informality of many or-
ganisational interactions and close personal contact between enterprise leadership and
employees (Kamen, McCarthy, Gulbro, & Tucker, 2001) is a prerequisite for the de-
velopment of orientation and trust. Personal and honest communication begins when
the individuals trust another and the relationship, rather than profit, is the primary fo-
cus. Owner-led enterprises in Germany, due to their integration of the owner into
day-to-day operations, rely on and encourage social closeness among employees. As a
result, a social relationship develops, and this was the focus of the present paper. In
their study, Kotthoff and Reindl emphasised that almost all the investigated employ-
ees display the willingness to engage in a communal social order that is not only
achieved when the employer one-sidedly dismisses social closeness (1990, p. 361). Our
proceeding and the results are to be seen within the mentioned general conditions.

One of the questions that has yet to be answered is whether other socio-cultural
parameters only lead to a different manifestation of the basic need for social reciproci-
ty or whether they result from employees’ need for closeness. As suggested by the re-
sult of this study, it is to be expected that the need for social reciprocity is inherent to
employees regardless of company size or culture. Employer behavior is also likely to
affect the work relationship in a positive manner. Already the manifestation of needs
and the specific arrangements of requirements will exhibit differences. Employees
who can barely feed themselves and their families because of their low wages probably
do not strive for self-actualisation at work or for social closeness with the entrepre-
neur.

Nevertheless, based on the results of our study, especially the lack of evidence for
the relationship that was just described will show clear deficiencies. Our methods can
also be used to examine large enterprises in modified form. The lack of contact be-
tween employees and management makes the process of identification more difficult.
Large enterprises attempt to address this insufficiency with other measures. Whether
or not identification without the connection to a specific person is possible was not
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the subject of our study but, as indicated by our results, is doubtful. Using case stud-
ies, it became apparent that the contributions and commitment of employees depend
on efforts of the “boss” and others. In large enterprises, standardisation and bureau-
cracy prevent, at least to some extent, open and honest communication, obscure the
overview, and thus, the individual responsibility of all those involved in the collective
project decreases, which makes it the project of the others (this was repeatedly de-
scribed in the interviews).
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