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Abstract

The relationship between employees and their organizations has often been described as an exchange
relationship. Based on the individual perception and “S-O-R” mode, this paper constructed a model that
manifests the relationship between social exchange relationship, economic exchange relationship, and in-role
behaviors, and then tested the mediating effects of job satisfaction. From the empirical results, the mediating
effect of job satisfaction was very robust.
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1. Introduction

The relationship between employees and their organizations has often been described as an exchange
relationship (Mowday, Porter, & Steers, 1982). So far, most studies of perceived exchange relationships have
examined the employee’s and the employer’s half of the exchange separately (for example, POS and affective
commitment in the commitment literature, and employee obligations and employer obligations in the
psychological contracts literature). These literatures have focused on what is exchanged between employee and
employer (for example, job security for loyalty in the psychological contracts literature; employer commitment
for employee commitment), which has proved quite meaningful. However, other authors have suggested that
understanding the impact of the exchange relationship itself may also be important. Tsui, Pearce, Porter, and
Tripoli (1997) examined the exchange relationship from the employer’s perspective, focusing on inducements
offered and contributions expected of employees. Using inducements and contributions, they created four
categories of employment relationships, two balanced and two unbalanced. Studies on employee-organization
exchange generally take the view that employees treat the organization with human-like characteristics
(Levinson, 1965) and that an individual employee and the organization can enter into an exchange relationship.
A general idea of relationship is that exchange is the foundation of human’s behaviors and social relationship,
namely, the purpose of the employee is get the return from their organizations, the nature is “reciprocity”.
Without exception, all the exchange relationships have the following four concepts; they are actors, resources,
structures, and processes. The participants of exchange be called as “Actors”, the actor either be an individual or
a group. When one party has the property that is very valuable for another party, the property becomes the
resources. The resources either a tangible or intangible materials, such as money, service or something like that.
The actor attempt to get more valuable resources which be controlled by others. While those exchange
relationships exist in an interdependent structure. Shore et al said when the employee get the perception of social
and economic exchange relationships, they would consider two parts, the first one was the organization’s
behavior, and the other is their response to organizational behavior. Shore et al emphasized the quality of
exchange relationship.
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2. Theoretical Background and Hypotheses
2.1 Social Exchange Relationship

Social Exchange Relationship tends to be long term in nature. It involves the exchange of socio-emotional
benefits with open ended obligations. The central norm underlying social exchange is reciprocity (Gouldner,
1960). Social Exchange literatures focus on reciprocal interdependence. It emphasizes on contingent
interpersonal transactions, whereby an action by on party leads to a response by another. In this tradition, a
reciprocal exchange is understood as one that does not include explicit bargaining. Classical exchange theories
typically excluded bargaining and negotiation from the scope of their theories. Homans observed that explicit
bargaining is rarely part of enduring relationships. Blau (1964) hat absence of negotiation is what distinguishes
social from economic exchange. It is important for one party to trust the recipient to discharge his/her obligation.

2.2 Economic Exchange Relationship

Economic exchange is rather short-term and involves the exchange of concrete or economic resources in a quid
pro quo fashion. The nature of obligations s specified in an explicit contract. In Economic Exchange, the
respective obligations are specified, the parties are confident that each party will fulfill his/her obligations, a
verbally negotiated arrangement, or a formal contract, which also dictates the duration of the relationship. In
brief, the Economic Exchange reflects the exchange of tangible resources over a finite period or a discrete
transition. The fulfillment of an Economic Exchange is vital to the continuation of the Employee-Organization
Relationship.

2.3 Job Satisfaction

Job Satisfaction perhaps the most central and enduring construct in individual-level organizational research. Job
satisfaction, although defined in many ways, has often been thought of as an emotional state resulting from the
evaluation or appraisal of one’s job experiences (Locke, 1976), or as a psychological state simultancously
represented by cognitive and affective indicators (Brief & Weiss, 2002; cf. Schleicher, Watt, & Greguras, 2004).
Job satisfaction has been defined as a pleasurable emotional state resulting from the appraisal of one’s job; an
affective reaction to one’s job; and an attitude towards one’s job. Weiss (2002) has argued that job satisfaction is
an attitude but points out that researchers should clearly distinguish the objects of cognitive evaluation which are
affect (emotion), beliefs and behaviors.

2.4 In-role Behavior

In-role behavior we refer to the observance of corporate allocation decisions in accordance with formally
prescribed roles. Core or IRB were initially described by Katz and Kahn (1978) as those behaviors that are
prescribed and defined as being part of one's job, and are recognized by the organization's formal reward systems.
Williams and Anderson (1991) defined IRB by behaviors such as working a full 8-h day or completing all
required assignments. Performance criteria to measure in-role performance are often broken down into four basic
categories: ratings, quality measures, quantity measures, and file data, such as records concerning safety,
absences, or tardiness.

From the above, our study proposes the following theoretical framework (Figure 1) and hypotheses.

\

Figure 1. Theoretical model

Hypothesis 1: The employee’s perceived Social Exchange relationship has the significant relationship with the
employee’s In-role behavior.

Hypothesis 2: The employee’s perceived Economic Exchange relationship has the significant relationship with
the employee’s In-role behavior.

Hypothesis 3: Job Satisfaction will mediate the positive relationship between Social Exchange Relationship and
the employee’s In-role behavior.
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Hypothesis 4: Job Satisfaction will mediate the positive relationship between Economic Exchange Relationship
and the employee’s In-role behavior.

3. Method
3.1 Sample and Procedures

We collected the data from the different types of enterprises in China (foreign-invested enterprises, state-owned
enterprise, private enterprises and so on). Of the 232 questionnaires distributed, 209 completed questionnaires.
Within the sample, 52.2 percent were male, 52.8 percent were married, and 96.3 percent were below the age of
40.

3.2 Measures

We adopted all the measurement items in the questionnaire from established scales developed in the West with
sufficient validity and reliability. Two PhD Candidates (both of them got the Commercial English bachelor
degree) in China conducted a back translation where the measurement scales used in the present study were
translated into Chinese and then translated back into English. All study variables were measured on a six-point
Likert-type scale (1 = ‘strongly disagree’ and 6 = ‘strongly agree’) to avoid the central tendency bias (choosing
the midpoint of the scale).

Social Exchange Relationship. This study used the eight-item scale developed by Shore et al. (2006) to measure
the respondents’ perceptions of socio-emotional exchange with the organization. The Cronbach’s alpha was 0.89
for this scale. As for the validity, the AVE was 0.52.

Economic Exchange Relationship. This study used the eight-item scale developed by Shore et al.(2006) to
measure the respondents’ perceptions of Economic Exchange with the organization. This scale’s Cronbach’s
alpha was 0.77. As for the validity, the AVE was 0.51.

In-role Behavior. This study used the eight-item scale developed by Larry J. Williams & Stella E. Anderson
(2001) to measure the respondents’ in-role behavior. This scale’s Cronbach’s alpha was 0.898. As for the
validity, the AVE was 0.62.

Job Satisfaction. This study measured job satisfaction using five items from the Timothy A. Judge et al. The five
items are, "Most days I am enthusiastic about my work," "I feel fairly satisfied with my present job," "I find real
enjoyment in my work," "Each day at work seems like it will never end," and "I consider my job rather
unpleasant." The last two items are reverse scored. The Cronbach’s alpha was 0.82 for this scale. As for the
validity, the AVE was 0.56.

3.3 Analyses and Results

This study employed structural equation modeling (SEM) to test the hypotheses, using AMOS 17.0. We first
estimated the fit of the measurement model using confirmatory factor analysis (CFA) and then evaluated the fit
of the structural models. Overall model fit was examined by various fit indices including root mean square error
of approximation (RMSEA), incremental fit index (IFI), and comparative fit index (CFI) and so on (Table 1).

Table 1. Main effect

Hypotheses loading Standard loading T (Sig.)
H1: SE---IRB 0.147 0.17 3.363(**%*)
H2: EE---IRB -0.093 -0.106 -2.163(%)

FI: ;(Z/df =2.2; RMSEA=0.046; RMR=0.041; GFI=0.95;IF1=0.958; RFI=0.91;

PNFI=0.75; PGFI=0.689

**%p<0.001; * p<0.1

After the analysis, this study got the above results, namely, the main test was supported.
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Figure 2. Results for main test

Hypothesis 1: The employee’s perceived Social Exchange relationship has the significant relationship with the
employee’s In-role behavior. (Supported)

Hypothesis 2: The employee’s perceived Economic Exchange relationship has the significant relationship with
the employee’s In-role behavior. (Supported)

To test the mediation effect, we examined the four conditions suggested by Baron and Kenny (1986). First, the
independent variable is significantly related to the outcome variable. Second, the independent variable is
significantly related to the mediator. Third, the mediator is significantly related to the outcome variable. Finally,
after controlling for the mediator, the direct effect of the independent variable on the outcome variable becomes
weaker or non-significant. To make sure that our mediation hypotheses fulfilled the above conditions, this study
estimated three nested structural models (Kelloway, 1998). We then evaluated the model fit of these nested
models, and we employed difference tests to determine the best model. The parameter estimates of the accepted
model were then used to test the hypotheses (Table 2).

Table 2. Mediating effect

Model 1

Hypotheses loading C.R(t) S.E Sig.
EER ----JS (a)-0.524 -8.711 0.059 Ak
JB -—--- IRB (,)0.355 5.787 0.073 ok
EER ----- IRB (c)0.114 1.897 0.07 0.058

x° / df =2.531; RMSEA=0.049; RMR=0.041; GFI=0.95;

IF1=0.961; RF1=0.922; PNFI=0.765; PGFI=0.686

Model 2

Hypotheses loading C.R(t) S.E Sig.
SER ----- JS (a)0.593 10.023 0.059 HHE
JS - IRB (b|)0-27 4.236 0.072 Hkk
SER ----- IRB (c))0.018 0.291 0.068 0.771

)(2 / df =2.440; RMSEA=0.05; RMR=0.044; GFI=0.947;

IF1=0.961; RFI=0.921; PNFI=0.764; PGFI=0.687
*#%p<0.001

Hypothesis 3: Job Satisfaction will mediate the positive relationship between Social Exchange Relationship and
the employee’s In-role behavior. (Supported)

Hypothesis 4: Job Satisfaction will mediate the positive relationship between Economic Exchange Relationship
and the employee’s In-role behavior. (Supported)
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4. Discussion and Management Implication

From the above, it is clearly that hypotheses all be supported. Specifically, the employee’s perceived Social
Exchange Relationship positively relate to the employee’s In-role behavior. The standard coefficient is 0.17 and
significant when p value is less than 0.001. As for the relationship between Economic Exchange relationship and
In-role behavior, this study get a conclusion opposed to the common sense, namely, the employee’s perceived
Economic Exchange relationship negatively relate to the employee’s In-role behavior. The standard coefficient is
0.106 and significant when p value is less than 0.1. Job Satisfaction mediates the positive relationship between (a)
Social Exchange Relationship and the employee’s In-role behavior and (b) Economic Exchange Relationship and
the employee’s In-role behavior.

This conclusion opens a new window for Human Resource Management Practice. Build supportive human
resource management practice, establish and maintain the social exchange relationship with employees, and
enhance employees’ social exchange relationship perception. Construct cooperative labor relations between
employees and enterprises. Build the people-oriented enterprise culture and improve employees’ affective job
satisfaction. Affective job satisfaction has a tempting and driving effect on employees spontaneously conducting
pro-business behaviors. Differing from cognitive job satisfaction, the construction of affective job satisfaction
focuses on the enterprise’s general emotional input in employees. To build the people- oriented enterprise culture
is an effective way of improving employees’ affective job satisfaction.
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