Journal of Human Resource Development (2020) 2: 1-11 DOI: 10.23977/jhrd.2020.020101
Clausius Scientific Press, Canada ISSN 2616-3357

The Impact of the Flexibility of Quality Contracts on the
Quality Performance of Organizations:
Moderating Effect Based on Quality Knowledge
Distance

Li Xue™*, Liu Qiang? Li Bing*, Guo Yu®

! School of Economics, Liaoning University of Technology, Jinzhou, Liaoning, China
2School of Management, Liaoning University of Technology, Jinzhou, Liaoning, China
3School of Economics and Management, Harbin Engineering University, Heilongjiang, China

Keywords: Quality Contract Flexibility, Organizational Quality Performance, Paradox
Cognition, Controlling Accidental Quality Knowledge Leakage, Quality Knowledge
Distance.

Abstract: Measuring the quality of a company’s operations is the key to judging its
existence. Based on the flexibility of the quality contract of the enterprise, this study studies
its mechanism that affects the quality performance of the organization. This study starts
from the flexibility of quality contract, and studies its impact path on organizational quality
performance. It takes quality contract flexibility as independent variable, organizational
quality performance as dependent variable, paradox cognition and control accidental
quality knowledge leakage as intermediate variable and quality knowledge distance as
Moderator. The empirical results show that the flexibility of the quality contract will affect
the quality performance of the organization, the paradox cognition and the control of
accidental knowledge leakage play a positive intermediary role, and the quality knowledge
distance plays a moderating role. That is to say, when signing a flexible contract, an
enterprise can improve its quality performance by improving the awareness of paradox and
strengthening the control of accidental knowledge leakage.

1. Introduction

For the study of contract flexibility, on the one hand, Chiara and Kokkaew [1] found from the
perspective of the first social exchange theory that it was found that enhancing contract flexibility
can make risk transfer [2] more efficient and reasonable. With the deepening of study, some
scholars found that the flexible clauses in the contract cannot be deleted, and the flexibility of the
contract gives a solution [3]. Carlos and Marques [4] found on the basis of their predecessors that
the most important function of contract flexibility is to provide strategic tools. On the other hand,
Levin and Tadelis [5], Steven [6] analyzed price compensation from the perspective of public
contract price clauses and private contract price clauses. At the same time, some scholars [7]
believe that giving full play to contractual flexibility to give actors some exercise power can
increase the response speed to uncertain events, reasonably establish a trust mechanism between

1



parties, promote contract implementation, and achieve stated goals. Kujala [8] and others believe
that the involvement of non-rigid factors in the contract is an important measure to achieve the
current goal. The study of Roehrich and Lewis [9] found that the contract is subject to the law,
which has the effect of restraining the behavior of both parties, thereby guaranteeing corporate
performance.

The predecessors mostly surveyed contract flexibility in project risk, and did not study the
impact of quality contract flexibility on performance at the enterprise level. Therefore, from the
perspective of contract flexibility, this study studies its influence on organizational quality
performance under the influence of mediating adjustment of variables such as paradox cognition.

2. Theoretical Basis and Hypothetical Deduction
The purpose of this study is to make the following assumptions.
2.1. Quality Contract Flexibility and Organizational Quality Performance

Contracts [10] are both rigid and flexible. The quality contract is a negotiation between the two
parties on the quality issue. However, the two cooperating parties often have differences and
contradictions on this key issue. Some scholars [11] conducted research on quality contract
flexibility and found that contract flexibility has obvious effects in modern enterprise management,
forming management flexibility [12], thereby accelerating the speed of enterprise information
transmission and showing the advantages of flexible contract management. Similarly, Cruz and Rui
[4] also found that when certain conditions are met, adding some flexible settings to the quality
contract can significantly improve management efficiency and reduce the uncertainty of rigid
characteristics in the contract. In fact, the management, innovation, and cost control of social capital
are even more advantageous [13]. According to the analysis of Aghion [14], a contract containing
clauses such as secondary negotiation, price, and benefit distribution can reduce operating costs,
share project implementation risks, and improve corporate performance. Zhang Lei [15] also
believes that flexible contracts can help achieve management flexibility, which in turn has an
impact on contracts. In terms of corporate costs, Bajari [16] and Susarla [17] conducted specific
investigation. Based on this, this study makes the following assumptions.

H1: The quality contract flexibility can significantly promote the quality performance of the
organization.

2.2. The Mediating Role of Paradox Cognition

Paradox theory [18] points out that there is a conflicting and mutually soluble decision-making
situation in enterprises. Paradox cognition refers to the process of identifying and accommodating
paradoxes [19], which can help companies identify and accept potential paradoxes faced by
enterprises, and find a way to resolve paradoxes to achieve a state of equilibrium. The higher the
level of paradox cognition, the more objective the perception of things is, and the easier it is to
discern organizational paradoxes [20]. Smith and Tushman [21] proposed that only fully identifying
and using cognitive paradoxes in an enterprise can make the various decision-making subsystems of
the enterprise coordinate with each other, so it is important to differentiate, balance and integrate
cognitive paradoxes. The cognitive paradox promotes the correctness of corporate strategic
decisions from differentiation to integration, from whole to zero and then from zero to whole [22].
Wei Zesheng [23] obtained the results of paradox cognition on green performance after Peng [24],
and then studied the paradox cognition on green performance [25] from paradox theory and system
theory. Simth and Lewis [26] believe that the paradox cognition profoundly affects the company's



response strategy to the performance paradox. Hahn [27] believe that the paradox cognitive
framework can guide companies to focus on green performance, financial performance and social
performance at the same time.

H2: Paradox cognition is positively affecting organizational quality performance.

Paradox cognition is actually the degree of recognition, acceptance, accommodation and
cognition of both parties to a conflict. In the course of business operation, the quality contract
signed is to balance the contradiction and connection between the two parties in terms of quality
management. The GHM proposed by Hart [28], Grossman, Moore [29] believes that not only a
specific right should be clarified in a flexible contract, but also the distribution of rights due to
problems should be clarified. The two rights are relative and mutual, and the dialectical relationship
between the two rights is fully shown in the flexible contract, and clearly expressed in the contract,
so that the paradox reaches an equilibrium state. Based on this hypothesis.

H3: The flexibility of quality contract is promoting the paradox recognition.

H4: Paradox cognition mediates the flexibility of quality contracts and organizational quality
performance.

2.3. Controlling Accidental Quality Knowledge Disclosure

Regarding knowledge leakage [30], Grossman [31] was first proposed, but a clear definition was
given. The specific concept is defined by Li and Zhang [32], and it is proposed that knowledge
leakage is knowledge leakage during knowledge sharing [33]. As for how knowledge leakage
occurs, some scholars have conducted survey and found that job-hopping of highly educated
employees will seriously damage the normal operation of the original company, and the
employment of non-regular employees also increases the probability of knowledge leakage [34].
Improper management measures within the enterprise will inevitably cause employees to have
negative emotions, which may lead to employees leaking organizational secrets [35].

According to whether the knowledge is intentionally leaked, knowledge leakage can be divided
into active and accidental knowledge leakage [36]. The so-called accidental knowledge leakage
refers to the accidental leakage of core knowledge within the organization by enterprise employees
[37]. This study believes that before a company signs a contract with a partner, employees may
intentionally or unintentionally disclose business-related business knowledge. Chen Wei analyzed
the impact of unexpected knowledge leakage on innovation performance [36]. The management and
control of accidental quality knowledge leakage and keeping their own quality of related products
(services) within the enterprise will help the cooperative enterprises to take the initiative in
negotiations. Based on this, hypotheses are proposed.

H5: Controlling accidental quality knowledge leakage has an impact on organizational quality
performance.

H6: Controlling accidental quality knowledge leakage has a mediating effect on the quality
contracts flexibility and organizational quality performance.

2.4. Moderating Effect of Quality Knowledge Distance

In the existing study, some scholars believe that knowledge distance plays a negative regulating role
in the process of knowledge governance and innovation performance [38]. Commings [39] pointed
out that the so-called knowledge distance refers to the disparity shown by the knowledge source and
the knowledge sink when receiving and processing the same kind of knowledge. The proposition of
the distance of quality knowledge enables both partners to measure the quality knowledge, pay
attention to the ratio of quality knowledge, and correctly match the appropriate knowledge base can
effectively reduce the cost of both parties [40] and promote the effective conclusion of the contract.
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In the process of knowledge transformation, the mutual transformation of different forms of
knowledge will cause a certain degree of gap in knowledge identification and knowledge
application [41]. At the same time, the quality knowledge distance can be the degree of difference
in specific quality elements [42]. It can also be understood as the degree of difference between
knowledge requirements and knowledge base in organizational quality [43], or the difference in
knowledge structure [44].Chen Tao, Wang Tienan [45], proposed that the knowledge distance of an
organization should include the distance between the internal and external knowledge bases of the
organization. When the level of internal knowledge is higher than external knowledge, the
knowledge level of the knowledge demanded is to absorb and utilize the knowledge passed by the
knowledge supplier and create new knowledge [46]. The greater the distance between quality
knowledge and the greater the possibility of knowledge leakage. The impact of the organization's
organizational quality performance is also more obvious.

H7: Quality knowledge distance plays a moderating role in the flexibility of quality contracts and
organizational quality performance.

H8: Mediated role of distance between quality knowledge and paradox cognition.

H9: The distance between quality knowledge and the control of accidental quality knowledge
leakage to form a regulated intermediary role.

2.5. Conceptual Model

The hypothetical model derived from the above theory is shown as follows.
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Figure 1: Conceptual model.
3. Research Design

In order to conduct an empirical analysis, a series of investigations are carried out.



3.1. Research Sample

This study takes the internal, middle, and senior managers of high-tech enterprises in the eastern
region as the survey objects, mainly using on-site surveys, commissioned surveys, and online
surveys to issue questionnaires. A total of 455 questionnaires were issued, 322 valid questionnaires
were received. Except that the questionnaires were not collected, there were 89 invalid
questionnaires, including extreme questionnaires and incomplete questionnaires. The recovery rate
was 70.77%.

From the distribution of the samples, it can be seen that the respondents are mainly grass-roots
and middle-level management personnel, accounting for 45.03% and 40.99% respectively, and
senior management personnel account for 13.98%; males account for 56.83%, females account for
43.17%, High school education and below accounted for 11.49%, junior college accounted for
15.22%, undergraduate accounted for 61.49%, and survey and higher education was 11.80%, of
which the bachelor's degree mainly. Among the companies surveyed, 8.39% of the enterprises have
been established for less than 3 years, 20.50% for 3-10 years, 32.91% for 10-20 years, and 38.21%
for more than 20 years, most of which are over 10 years. Enterprises accounted for 26.71%, private
enterprises accounted for 48.45%, joint ventures accounted for 17.39%, and other enterprises
accounted for 7.45%.

Table 1: Distribution of demographic characteristics of the sample.

Feature Category Proportion (%) Feature Category Proportion (%)
Survey object gender Male 56.83 Under 3 years 8.39
Female 43.17 Business age 3-10 years 20.50
Below high school 11.49 10-20 years 32.91
Education level Specialist 15.22 Over 20 years 38.20
Undergraduate 61.49 State-owned enterprise 26.71
Graduate and above 11.80 Business nature Private Enterprise 48.45
Less than 1 year 13.04 Joint venture 17.39
1-3 years 21.12 other 7.45
seniority 3-5 years 33.85 Primary manager 45.03
5-10 years 22.36 Current position Middle managers 40.99
More than 10 years 9.63 Senior management 13.98

3.2. Variable Selection and Measurement

This study uses domestic and foreign mature scales for the measurement of survey variables. The
quality contract flexibility in this study was developed using Zhu Fangwei’s [47] scale for contract
flexibility. Organizational quality performance is borrowed from Sun Panshi’s [48] sutdy. Based on
Smith and Lewis [26] and Wei Zesheng’s [23] survey on paradox cognition, this study develops six
indicators to measure paradox cognition. On the basis of the measurement scale measurement of
accidental knowledge leaks by Li Zihanxin [49] and others, the scale is developed to obtain a scale
of controlling accidental quality knowledge leaks. The quality knowledge distance is measured
using the scales developed by Cummings [40] and Zhan Xiangdong [50].

Table 2: Variable measures.

Variable References

Quality contract flexibility

Zhu Fangwei (2018)

Organizational quality performance

Sun Panshi (2012)

Paradox cognition

Smith and Lewis (2011), Wei Zesheng (2018)

Controlling accidental quality knowledge leaks

Li Zihan Xin (2019)

Quality knowledge distance

Cummings (2003), Zhan Xiangdong (2019)




3.3. Reliability and Validity Tests of Variables

In this study, SPSS22 is used to test the reliability and validity.
Table 3: Reliability and validity.

Variable KMO |Bartlett Chi Ssquare P |CITC| Cronbach’s Coefficient | AVE |\/AVE

Quality contract flexibility 0.836 1817.797 0.000 |0.966 0.983 0.753| 0.868
Organizational quality performance 0.856 1568.430 0.000 |0.985 0.981 0.730( 0.855
Paradox cognition 0.799 2106.906 0.000 |0.965 0.983 0.719| 0.849

Controlling accidental quality knowledge leaks| 0.500 370.772 0.000 [0.931 0.987 0.913| 0.956
Knowledge distance 0.858 1740.011 0.000 |0.944 0.985 0.914| 0.956

As can be seen from the above table, the KMO value of all variables are above 0.5, the
cronbach’s coefficients are also above 0.9, the CITC values are also around 0.9, indicating that the
scale data has good reliability.

Validity mainly includes content, convergence, and differential validity. Most of the scales in
this study refer to scales that have been used many times, so the content reliability of the scale can
be passed. And according to the item measurement table, it can be known that the factor load of
each item is higher than 0.5, and the combination reliability is higher than the test standard, so the
scale’s convergence reliability is also good. The discriminant validity is compared with the
correlation coefficient and the square root of ave. If the correlation coefficient is smaller than each
variable, it indicates that Scale difference validity is better.

4. Hypothesis Testing and Empirical Analysis
To verify whether the hypothesis is true, analyze the collected data.
4.1. Main Effect Test

First verify the main effect analysis.
Table 4: Regression coefficient of quality contract flexibility to organizational quality performance.

Regression equation Coefficient test

SE t
Y=0.964X 0.015 65.251

As can be seen from the above table, the flexibility of the quality contract has a significant

positive impact on the quality performance of the organization. For each additional unit of explicit

knowledge combined nuclear transformation unit, there will be an increase of 0.964 units of the
effectiveness of the knowledge innovation proprietary system, so H1 holds.

4.2. Mediation Effect Test

Next, verify the mediation effect.

From the analysis, the direct effect of quality contract flexibility on organizational quality
performance is 0.2203, the effect of cognitive paradox on organizational quality performance is
0.7901, and the indirect effect of quality contract flexibility through paradox cognition on




organizational quality performance is 0.7428. It shows that the mediating effect of cognitive
paradox is significant, H2, H3, H4 hold, the specific path diagram is shown below.

Table 5: The mediating role of cognitive paradox.

Regression equation Coefficient test 95% confidence interval
SE t Upper limits lower limits
Stepl Y=0.964X 0.015 65.251
Step2 Y=0.987M, 0.009 110.306
Step3 M1=0.959X 0.016 60.625
0.0291 26.5938 0.7317 0.8486
Stepd Y=0.2203X+0.7901M
0.0297 7.5630 0.1630 0.2776
Paradox
o cognition
AD g5
VY L)
Q7 0
Quality Organizational
contract o~ quality
o 0.964
flexibility performance
Figure 2: The role of paradox cognitive mediation.
Table 6: Mediating role of controlling accidental quality knowledge leakage.
Regression equation Coefficient test 95% confidence interval
SE t Upper limits Lower limits
Stepl Y=0.964X 0.015 65.251
Step2 Y=0.925M, 0.018 43.535
Step3 M,=0.897X 0.029 36.357
0.0550 4.9512 0.1640 0.3803
Step4 Y=0.6890X+0.2626M ,+0.2722 0.0247 10.6109 0.2139 0.3112
0.0288 23.9336 0.6324 0.7456

In the model of controlling accidental quality knowledge leakage, the effect of quality contract

flexibility on organizational quality performance is 0.6890, and the effect of controlling accidental
quality knowledge leakage on organizational quality performance is 0.2626. Indicating that the
intermediary effect is significant, and H5 and H6 are established. The path diagram is as follows.
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Figure 3: Intermediary paths for controlling accidental quality knowledge leakage.

4.3. Moderating Effect Test

Finally verify the regulation effect.

Table 7: Moderating effect of quality knowledge distance.

Regression equation R,? R,? *R? P
Stepl Y=0.925W 0.855 0.000
Step2 Y=0.837X+0.135W 0.932 0.000
Step3 Y+0.9916X+0.2924W+0.0400WX-0.3789 0.9515 0.0205 0.000

The regression coefficient of the interaction term between the quality knowledge distance and
the quality contract flexibility is significant, and the interaction term does not contain 0 in the 95%
confidence interval [-0.0602, -0.0198] and the interaction term P value is less than 0.0001, so H7 is

true.

4.4. Adjusted Mediation Effect Test

The regulated intermediary is formed due to the structure, the analysis is as follows.

Table 8: Mediated role of distance between quality knowledge and paradox cognition.

Regression equation Coefficient test
paradox cognition SE t P
0.044 19.072 0.000
Stepl Y=0.837X+0.135W
0.0340 3.079 0.000
0.047 21.602 0.000
Step2 M;=1.026X-0.071W
0.043 -1.496 0.136
controlling accidental quality knowledge leakage
0.044 19.072 0.000
Stepl Y=0.837X+0.135W
0.0340 3.079 0.000
0.067 1.841 0.067
Step2 M,=0.106X+0.839W
0.062 14551 0.000

As shown in the table above, the regression coefficient of the quality knowledge distance to the
cognitive paradox is -0.1496, it fails the test. So H8 is not true. The regression coefficient of the



quality contract flexibility to control the accidental quality knowledge leakage is 0.106, and the p
value is 0.067, which is greater than the significance level of 0.05, so H9 is not true.

5. Conclusion and Inspiration

The theoretical contributions of this study have the following points. (1) This study expands the
research on the quality contract flexibility and organizational quality performance to a certain extent,
using cognitive paradoxes and controlling accidental quality knowledge leaks as mediating
variables to create two complete different paths to explore the relationship between the quality
contract flexibility and organizational quality performance to help to understand their relationship.
(2) Introduce the quality knowledge distance as a moderator, and further study the relationship
between the quality contract flexibility and organizational quality performance. (3) If the enterprise
wants to improve the organizational quality performance through the quality contract flexibility, it
can be realized by paradox cognition, controlling accidental quality knowledge leaks and quality
knowledge distance.

The limitations and future survey directions of the study are as follows. (1) In analyzing the
internal mechanism, this study paid attention to the mediating role of paradox cognition and
controlling accidental knowledge leaks. Future investigation can introduce other mediating
variables based on the survey Analyze, construct a multiple mediation model, explore the
explanatory power changes of each mediating variable under different moderating variables, and
further open the door to the impact of contract flexibility on organizational quality performance. (2)
This study uses the method of bootstrap to analyze and find that there is no mediating effect
between organizational decoupling and knowledge distance. A single method cannot
comprehensively explain that there is really no interaction between the two, so in the future will use
a variety of other methods to analyze.
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