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ABSTRACT 

Turnover among high-technology professional employees is among the most frequently discussed problems in contemporary “free agent” labor markets such as California’s Silicon Valley. Yet, existing career mobility models fail to explain the job choice decisions of such employees, for whom participation in cutting-edge projects may hold more appeal than long-term employment, and for whom the signaling effects of remaining with the same employer for more than a year or two may actually be negative. In this paper, I propose a conceptual framework for analyzing professional employee retention in hi-tech industries. Building upon Lee and Mitchell’s unfolding model of voluntary employee turnover, I examine the extent to which differing career decision paths and different kinds of shocks to the system would be expected to interact with individual and organizational factors to predict retention at critical junctures in evolving labor markets. I conclude with a discussion of practical implications, generalizability, and directions for future research. 
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Professional Employee Retention in Hi-tech Industries:

Unfolding Decision Paths in a Free Agency Labor Market

Turnover among talented professionals is among the most troubling and frequently discussed problems in high-technology labor markets such as California’s Silicon Valley. As companies struggle to manage the skilled labor shortage by training undeveloped talent or importing qualified employees from abroad, recently hired professionals often leave their company for a similar job with another firm, perhaps at double their present salary. Indeed, it is this “ability to move easily between firms, using one firm to gain experience and then obtaining a higher salary by using that experience to gain employment in another firm [that] makes Silicon Valley an exciting place for high-tech professionals” (Carnoy, Castells, & Benner, 1997). Meanwhile, the inability to retain talented developers, engineers, and other individuals whose next idea could transform a firm from start-up to industry leader continues to plague organizations whose investments in recruitment, relocation, training, and development often go unrecouped. 


Existing models of professional career mobility fail to explain the job choice decisions of such employees, for whom participation in and identification with cutting-edge projects may hold more appeal than long-term employment. For example, in service industries such as law, accounting, or consulting, firms may view professional employees as options to be exercised for long-term retention (Malos and Campion, 1995), while employees may view the firm’s internal labor market as a tournament competition in which they vie to be among the “winners” who make partner and achieve more-or-less permanent employment with their firm (Galanter & Palay, 1991; Siow, 1994). In such “up-or-out” systems, the transaction costs of leaving are substantial, given the negative signals inferred by alternate employers about the ability of non-retained employees (Waldman, 1990). However, in hi-tech industries, where talented professionals are scarce, project life cycles are short, and firms are constantly seeking new talent, the transaction costs associated with leaving actually may be positive. Here, moving rapidly among organizations within regional networks of hi-tech firms signifies desirability and ambition, whereas those who do not become “job hoppers” may be perceived as less likely to produce the "next big thing" (see Malone, 1995). 

Characteristics of Regional Hi-tech Labor Markets: A Free Agency Perspective


This frequent turnover and job switching observed among hi-tech professionals may be seen as a reversal of roles in which firms--or the projects they offer--are now the options (seen from the individual's viewpoint), and the firms now compete in tournaments for the best, brightest, “hottest” individuals. Such individuals are in a position to evaluate and move among firms and their projects while considering both short-term value (e.g., excitement, visibility, cutting-edge nature of the work, likelihood of success), and longer-term career payoff potential. A number of authors (e.g., Gould, Weiner, & Levin, 1998; Kanter, 1995) have likened these hi-tech “gypsies” to professional sports free agents, who do not hesitate to change teams for more money or a better chance at success with an organization that appears more committed to winning. Rather than seek employment security, employees in free agent labor markets seek to achieve “employability security” by accumulating skills, reputation, connections, and other elements of human and social capital that can be invested interchangeably in new opportunities either inside or outside the current organization (Kanter, 1995). 


Both employers and employees in such industries are characterized by emphases on innovation, learning, flexibility, empowerment, company and industry networking, and rewarding initiative. Employers that reflect a free agency orientation are characterized by the abilities to quickly acquire and integrate people with new or different skills and expertise, build short-term commitment to firm goals, motivate people who are capable of working together in a competitive environment, and disband and reconfigure teams as needed to maintain high performance flexibility. Employees that reflect a free agency orientation are characterized by the desires to learn new skills and technologies, work on significant projects, work autonomously and with shared decision making authority, interact with other talented individuals, and receive recognition for contributions to overall firm performance (Gould, et al., 1998). Organizations that can offer such opportunities in return for the hard work, creativity, and flexibility they demand should be more likely to retain valued employees in the free agent labor markets that characterize hi-tech and other industries (e.g., entertainment, publishing, temp agencies) both today and tomorrow (Carnoy, et al., 1997; Gould, et al., 1998; Kanter, 1995).

A Conceptual Framework for Analyzing Hi-tech Employee Retention


As described above, the nature of job choice in free agent labor markets appears to be considerably different from traditional turnover models that view job change as a sequential process of dissatisfaction, withdrawal cognitions, and evaluation of alternatives (e.g., Mobley, 1977). First, job switchers in hi-tech free agency markets are not always dissatisfied with their present firm, but may view job possibilities with other firms as valuable opportunities to gain external recognition and longer-term career and networking capital. Similarly, because information on job openings is continuously available on-line and through professional association linkages, withdrawal cognitions need not precede sudden attractions to projects at other firms. Further, in environments such as the Silicon Valley, trade shows and job fairs like Westech take place every other month, news of hot product and technology developments spread like wildfire, and talent raiding and headhunter calls occur on an ongoing basis. This suggests that evaluation of alternatives also takes place on a virtual, real-time basis rather than as a specific reaction to disgruntlement over one’s current job. Finally, because of the brief project and product life cycles characteristic of hi-tech industries, discrete job assignments are concluded on a regular basis, providing a natural flow of repeated opportunities to consider changing jobs.


It has been recognized generally that traditional process models offer only an incomplete picture of voluntary turnover and job choice. In response to dissatisfaction with such models, Lee and Mitchell (1994) proposed an alternative “unfolding” model. Their model’s contributions include the notion of “shocks to the system” (particular events that initiate psychological decision processes which may or may not lead to job changes) and a series of four specific decision paths by which job changes may occur. The remainder of this paper is devoted to considering examples of these four decision paths in hi-tech free agency contexts, as well as individual and organizational factors that may be expected to interact to yield a retention or non-retention outcome (see Figure 1). The purpose is to help distinguish avoidable from unavoidable turnover (Campion, 1991), and to better identify situations in which management may be able to affect the outcome, topics which remain seriously understudied in the literature (Maertz & Campion, 1998). 

-----------------------------------

Figure 1 about here

-----------------------------------

Decision Path 1


 As summarized by Lee, Mitchell, Wise, and Fireman (1996), the first form of job choice decision involves a shock to the system that conjures a similar event from past experience or expectations. As an example, Lee, et al., offer the case of a female employee who has planned in her mind how she would stay home for a few years to raise a child upon becoming pregnant, and summarily quits when pregnancy actually occurs. Here, the focus is largely personal, rather than on current or alternative organizational contexts. Relevant past experience or expectations define scripted job choice behavior that occurs more-or-less automatically, and it is doubtful that there is much the organization can do about it. 


In the hi-tech free agency context, analogous occurrences might include the departure of a valued boss or colleague, the knowledge that a friend has left his or her job with another organization to join a new start-up, an unsolicited contact from a head-hunter, or the conclusion of a project or training program at one’s current employer (see, e.g., Malone, 1995; Robson, Wholey, & Barefield, 1996; Wallace, 1995). The retention or non-retention outcome in this case will depend on the existence of a closely matching, predetermined script for contingent action, which in turn may depend on a variety of individual factors (Figure 1). For example, a younger employee early in their career might have considered joining a fledgling startup at the conclusion of a project or training cycle, and might be more willing to do so when prompted by the example of a friend or colleague than would an older employee in the twilight of their working life (Carnoy, et al., 1997). Similarly, one with a large number of prior jobs might be more inclined to continue the pattern of job switching in a free agent market upon completion of projects or training cycles, as would one with a shorter organizational or job tenure (see generally, Krautman & Oppenheimer, 1994). Such individuals would be less likely to have developed attachment to or identification with the current firm, job, boss, or colleague, and more likely to have developed possible scripts for leaving at specific career mileposts. A person with a stronger free agency orientation (i.e., a self-perception based on employability and what one does, rather than on job security and who one does it for; Gould, et al., 1997) likewise might be more apt to be steered toward a job switch in such a situation than one with a more traditional career mindset. 

Proposition 1: Shocks to the system that evoke a largely personal career focus will interact positively with individual factors including age, career stage, and organization/job tenure in driving employee retention, and with number of prior jobs and free agency career orientation in driving employee non-retention (turnover). 

Decision Path 2


The second form of job choice decision involves a shock to the system that leads the employee to reassess his or her basic attachment to the present organization in comparison to desired career images (see Lee, et al., 1996 and Lee & Mitchell, 1994, for a more detailed description of “value,” “trajectory,” and “strategic” images). As an example, Lee, et al. (1996) offer the case of an employee bypassed for a promotion who perceives a career image violation and consequently decides to quit. Here, the focus is largely internal, and centers on the current organizational context and its congruence (or lack thereof) with one’s career goals.


In the hi-tech free agency context, analogous occurrences might include the failure to obtain reassignment to an interesting new project or training opportunity within the firm, the firm’s failure to support a project or new product idea championed by the professional employee, or the failure of stock options to realize their potential value when the company fails to go public as anticipated. The retention or non-retention outcome in this case may depend on a variety of individual and organizational factors. For example, in addition to the individual factors discussed above (e.g., age, career stage, job tenure, free agency orientation) that can influence willingness to leave in general, past experiences may establish reference points that affect the employee’s relative level of risk aversion. An employee whose last several project or product ideas have been rejected, or whose last several employers were start-ups that failed to go public, might be more willing to make a move than his or her successful counterpart; in such cases, the employee’s loss experience might lead to framing in the domain of losses, and a greater preference for assuming the risk of a job switch (Kahneman & Tversky, 1979; Kameda & Davis, 1990).


In addition, a number of organizational factors may be expected to influence the retention outcome in this decision path. HR practices that emphasize both individual and unit-based performance goals, as well as fair and meaningful appraisal and recognition/reward systems, have been recognized as likely to lead to a more favorable internal evaluation of one’s current organization, and thus, to a higher likelihood of retention with the firm (Denton, 1992; Hein, 1998; Tsui, Pearce, Porter, & Tripoli, 1997; Wood, 1994). Similarly, HR practices that indicate organizational investment in employees, such as training, career counseling and development, and internal recruitment and promotion, also should favorably influence retention (Carson, Carson, Griffeth, & Steel, 1994; Franklin, 1997; Tsui, et al., 1997). Finally, a flexible and dynamic culture that emphasizes amenability to free agency expectations and practices (described earlier) also should aid in retaining like-minded professional employees. In short, organizations that can adopt and meaningfully implement such practices should be able to favorably influence retention overall. 

Proposition 2: Shocks to the system that evoke a largely internal focus will interact positively with individual factors including loss experience and corresponding prospect reference points in driving employee non-retention (turnover), and with organizational factors including HR practices, investment in employees, and an overall free agency orientation in driving employee retention. 

Decision Path 3


The third form of job choice decision involves a shock to the system that leads the employee to assess his or her desire to leave the present organization to form an attachment to a new organization (see Lee, et al., 1996, for a more detailed description of sequential judgments regarding image congruence that may take place within this decision path). As an example, Lee, et al. offer the case of an employee unhappily transferred to a new location who begins to investigate and evaluate other possible employers, but leaves only if they can find one that compares favorably with their current situation. Here, the focus is largely external, and centers on possible alternative organizational contexts.


In the hi-tech free agency context, analogous occurrences might include scenarios similar to those in Decision Path 2, but with the addition of an active job search and evaluation of alternatives (e.g., attending a job fair, listing oneself with a headhunter or employment agency). Here, the damage may already have been done; there is little the organization can probably do short of negatively characterizing other companies, a questionable practice which may backfire by lowering the employee’s impression of the current organization for use during further comparisons with alternative employers. Perhaps the best the employer can do in this case is to improve its HR practices by more carefully communicating with employees about career moves (or the absence of them) that might cause shocks and corresponding image violations. Of course, the employer should also take the opportunity to reexamine the extent to which it otherwise maintains progressive HR practices, indicates investment in its employees, and creates an effective free agency environment overall. 

Proposition 3: Shocks to the system that evoke a largely external focus will interact positively with organizational factors including improved HR practices (communication, career planning), investment in employees, and an overall free agency orientation in driving employee retention. 

Decision Path 4


The forth and final form of job choice decision does not involve a shock to the system. Rather, it is characterized by ongoing organizational life during which job dissatisfaction develops on a gradual basis, leading to withdrawal cognitions and eventual non-retention (see Lee, et al., 1996, for a description of two possible subpaths within this category). Here, the focus is mixed, but begins with some level of dissatisfaction with one’s own firm; whether there is any external focus will depend on whether the level of current dissatisfaction is so high that the person simply quits without regard to possible alternatives. Because this analysis parallels traditional turnover process models, it is not addressed here in detail. However, all of the organizational factors previously discussed (e.g., HR practices, including recruiting, training, and development) obviously should be addressed on an ongoing, strategic basis, in order to minimize the dissatisfaction that precedes turnover processes under this analysis. 

Practical Implications, Generalizability, and Directions for Future Research


This paper presents a conceptual framework for analyzing hi-tech employee retention that examines the decision paths in Lee and Mitchell’s (1994) unfolding model in the hi-tech free agency context. In doing so, the focus is on individual and organizational factors that may be expected to interact with various types of shocks to the system that can instigate retention-related decision paths. Ways in which organizational interventions can be directed toward influencing some of the decision paths already have been discussed. Further practical implications follow from examining individual and organizational factors together. 


For example, the extent to which individuals will be influenced by training and informal learning opportunities in their organization may vary greatly with career stage and prospect reference points. For those in later career stages, or whose prospect reference points place them in the domain of gains (i.e., risk-aversion), it may be neither necessary nor desirable to invest training resources or cutting edge technological opportunities in a misplaced attempt to satisfy employee images and desires. For those in earlier stages, however, or for those whose other individual factors (e.g., loss experience, free agency orientation) make them high risk leavers, it may be critical to do so. Further, given Robson, et al.’s (1996) findings that resignation hazard rates for certain professionals increase greatly at career junctures like the completion of training and certification milestones, the timing of management retention interventions may be critical. Identifying the decision paths likely followed by key employees, the points at which projects or training cycles will be ending, and staggering them so that a completely convenient job-change opportunity rarely occurs, might prove to be an effective retention tool if recognition and reward systems (e.g., awarding or revaluing stock options) are adjusted to align accordingly. Another more direct route to employee retention would be to experiment with long-term employment contracts such as those used to explicitly lock in valued employees in other free agent contexts (e.g., major league sports; see Kahn, 1993). The wider use of such contracts at organizational levels other than upper management would be a radical departure from the employment-at-will relationships so zealously emphasized in today’s typical job offers and employee handbooks.


As for generalizability, we continue to move increasingly toward a service and information-oriented economy, so it is likely that more and more industries, and perhaps entire regional labor markets, will come to resemble the free agent phenomenon common in hi-tech industries today. Indeed, Kanter (1995) had characterized the software and related technology industries as virtual blueprints for tomorrows jobs. Given that this is so, it is critical that future research develop and test time-based hypotheses regarding differential hazard functions for different classes of key employees based on factors such as those identified above (Morita, Lee, & Mowday, 1989; Maertz & Campion, 1998; Robson, et al., 1996). Doing so could help to more effectively identify the type, timing, and targets of management interventions directed toward solving the retention problem in a variety of present and future organizations. 
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