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ABSTRACT 

The purpose of this research is to ascertain whether open management (OM) 

significantly reduces employee turnover in small South African Information 

Technology (IT) firms.   

 

Human Resource Management literature widely predicts that OM increases 

employee performance, commitment and retention.  By 2010 there will be more 

than one-hundred-thousand unfilled IT jobs due to the skills shortage.  The high 

labour demand and short supply introduces a counter force to the OM 

predictions, namely market-pull.  This research tests the relative strengths of 

market-pull and loyalty created by OM practices by means of five hypothesis 

tests.  The tests include OM awareness, historic turnover comparisons and 

turnover intention comparisons. 

 

Interviews were held with the owners of twelve small IT firms. Fifty-three 

employee surveys were collected.  Most firm owners were not formally aware of 

OM. Historic turnover and future turnover intentions were lower in open 

managed firms, thus affirming current literature. 

 

The practical implications are that small South African IT firm owners should 

endeavour to understand OM and also adopt it, first to remain competitive and 

second to retain key employees.  A possible model to predict turnover 

candidates based on open or closed rating is also proposed. 

 



ii 

DECLARATION 

 

I declare that this research project is my own work.  It is submitted in partial 

fulfilment of the requirements for the degree of Master of Business 

Administration at the Gordon Institute of Business Science, University of 

Pretoria.  It has not been submitted before for any degree or examination in any 

other University.  I further declare that I have obtained the necessary 

authorisation and consent to carry out this research. 

 

Vorster Swanepoel 

 

_______________________ 

13 November 2008 

 



iii 

ACKNOWLEDGEMENTS 

 

You know it will be an interesting journey when the opening conversation with 

your supervisor begins with “Start the fire, I am making coffee…”  I extend my 

sincere gratitude to Dr. Caren Scheepers.  Through some tough and often 

exhausting times at work you have lighted the passage for me with your 

guidance and prompt feedback.  You were relentless in getting me to the 

winning line. 

 

To Prof. Margie Sutherland, thank you for being the iron lady.  Your lectures on 

the research project have kept me on track and removed all doubts about the 

process.  You have made your time available to hold these lectures and I highly 

appreciate that. 

 

To Miss Kerry Chipp, thank you for the great work and early feedback during 

the Research Methodology course.  Your comments on the first proposal 

cemented my thoughts about the research topic. 

 

To all the support, administrative and Information Centre personnel at GIBS, 

thank you for providing a smooth interface between the faculty and me.  The 

urgency and diligence you showed in setting up meetings and relaying 

communications has not gone unnoticed. 

 

To all the owners, managers and employees of the firms that participated, thank 

you for affording me your time and candid opinions.  I hope that you will find 

guidance from the results of this research. 



iv 

 

To Engela thank you for standing by me through this project.  Your love and 

support carried me all the way.  And to Christelle, thank you for giving daddy the 

time to complete this project.  I have many weekends to make up to you. 

 

And to my Lord and Saviour, thank you for blessing me with the abilities and 

support network to embark on such a journey as this one.  When I look back, I 

can see the single set of footsteps where you carried me to the end. 

 



v 

TABLE OF CONTENTS 

1 INTRODUCTION TO THE RESEARCH PROBLEM.................................... 1  

1.1 Research title ......................................................................................... 1 

1.2 Research problem .................................................................................. 1 

1.3 Research aim ......................................................................................... 3 

1.4 Need for research .................................................................................. 3 

2 THEORY AND LITERATURE REVIEW....................................................... 7  

2.1 Open management ................................................................................ 7 

2.1.1 Open management concepts ......................................................... 7 

2.1.2 Open management advantages and disadvantages .................... 11 

2.2 Employee turnover ............................................................................... 12 

2.2.1 Turnover concepts ....................................................................... 12 

2.2.2 Schools of thought on turnover .................................................... 13 

2.2.3 Turnover and the psychological contract ..................................... 14 

2.2.4 Antecedents of turnover ............................................................... 15 

2.2.5 The turnover process ................................................................... 19 

2.2.6 Consequences of turnover ........................................................... 20 

2.2.7 Turnover in the IT market ............................................................ 21 

2.2.8 Turnover in the SA IT market ....................................................... 22 

2.3 Mobility of skilled IT workers in SA ....................................................... 23 

2.4 Retention .............................................................................................. 24 

2.5 Human resource management in small firms ....................................... 26 

2.6 Small IT Firms in SA ............................................................................ 26 

2.7 Risks facing small businesses ............................................................. 27 

2.8 Conclusion ........................................................................................... 28 

3 RESEARCH QUESTIONS / PROPOSITIONS / HYPOTHESES ............... 29  

3.1 Small SA IT firm owners know about OM ............................................. 30 

3.2 CM turnover ≠ OM turnover ................................................................. 31 

3.3 CM turnover > OM turnover ................................................................. 31 

3.4 CM turnover intention ≠ OM turnover intention .................................... 32 

3.5 CM turnover intention > OM turnover intention .................................... 32 

4 RESEARCH METHODOLOGY ................................................................. 33  

4.1 Unit of analysis ..................................................................................... 33 

4.2 Population of relevance........................................................................ 33 

4.3 Sampling method and size ................................................................... 34 

4.4 Data collection process ........................................................................ 34 

4.5 Interviews ............................................................................................. 34 

4.6 Employee questionnaire ....................................................................... 35 



vi 

 
4.7 Data analysis approach........................................................................ 36 

4.7.1 Analysis tools ............................................................................... 36 

4.7.2 Open management awareness .................................................... 36 

4.7.3 Employee rating of open management practices ......................... 37 

4.7.4 Categorisation of firms ................................................................. 38 

4.7.5 Employee turnover difference and significance ........................... 39 

4.7.6 Employee turnover intention difference and significance ............. 39 

4.7.7 Turnover candidates .................................................................... 39 

4.8 Research limitations ............................................................................. 40 

5 RESULTS .................................................................................................. 41  

5.1 Firm profiles ......................................................................................... 41 

5.2 Open management .............................................................................. 44 

5.2.1 Open management awareness .................................................... 44 

5.2.2 Adult-adult relationships .............................................................. 45 

5.2.3 Information transparency ............................................................. 46 

5.3 Human capital development ................................................................. 48 

5.4 Participation in conditions of association.............................................. 49 

5.5 Employees ........................................................................................... 50 

5.6 Categorisation of firms ......................................................................... 54 

5.7 Hypothesis tests ................................................................................... 58 

5.7.1 Hypothesis 1a: Formal awareness ............................................... 58 

5.7.2 Hypothesis 1b: General awareness ............................................. 58 

5.7.3 Hypothesis 2: CM turnover ≠ OM turnover .................................. 61 

5.7.4 Hypothesis 3: CM turnover > OM turnover .................................. 61 

5.7.5 Hypothesis 4: CM turnover intention ≠ OM turnover intention...... 64 

5.7.6 Hypothesis 5: CM turnover intention > OM turnover intention ..... 64 

6 DISCUSSION OF RESULTS ..................................................................... 66  

6.1 Open management awareness ............................................................ 66 

6.2 Open management opinions ................................................................ 67 

6.3 Open management in practice ............................................................. 68 

6.3.1 Adult – adult relationships ............................................................ 68 

6.3.2 Fairness ....................................................................................... 71 

6.3.3 Human capital development ........................................................ 72 

6.3.4 Participation in conditions of association ..................................... 72 

6.3.5 Obligations and accountability ..................................................... 73 

6.4 Differences in employee turnover and turnover intention ..................... 74 

6.5 Modern retention policies and open management ............................... 76 

6.6 Turnover factors ................................................................................... 78 

6.7 Retention risks ..................................................................................... 79 

6.8 Small IT firms and open management ................................................. 80 



vii 

 

7 CONCLUSION ........................................................................................... 81  

7.1 Possible models ................................................................................... 81 

7.1.1 Practical considerations ............................................................... 82 

7.1.2 Model origins ............................................................................... 82 

7.2 Recommendations ............................................................................... 83 

7.3 Research opportunities ........................................................................ 86 

7.4 Final thoughts ...................................................................................... 87 

REFERENCE LIST ........................................................................................... 88  

APPENDIX A: Databases of small SA IT firms .............................................. 94  

APPENDIX B: Management interview ............................................................ 95  

APPENDIX C: Employee questionnaire ....................................................... 104  

APPENDIX D: Data analysis tools used ...................................................... 110  

APPENDIX E: Output from NCSS – Hypothesis 1a .................................... 111  

APPENDIX F: Output from NCSS – Hypothesis 1b .................................... 114  

APPENDIX G: Output from NCSS – Hypotheses 2 & 3 (1) ......................... 117  

APPENDIX H: Output from NCSS – Hypotheses 2 & 3 (2) ......................... 122  

APPENDIX I: Output from NCSS – Hypotheses 4 & 5 ................................ 127  

 

LIST OF FIGURES 

Figure 1: Functional and dysfunctional employee turnover ............................ 13 

Figure 2: Employee specialities...................................................................... 53 

Figure 3: Possible turnover candidate predictor based on OM/CM ratings .... 81 

 



viii 

LIST OF TABLES 

Table 1: Summary of OM practices ..................................................................7 

Table 2: OM concepts in the literature .............................................................8 

Table 3: OM advantages ................................................................................ 11 

Table 4: OM disadvantages ........................................................................... 11 

Table 5: Turnover intention factors  ................................................................ 16 

Table 6: Retention factors in the SA IT context .............................................. 22 

Table 7: Modern retention policies ................................................................. 25 

Table 8: Reasons why small businesses fail .................................................. 27 

Table 9: Coding of awareness observations for hypothesis 1a ...................... 36 

Table 10: Coding of awareness observations for hypothesis 1b .................... 37 

Table 11: Employee rating of open management variables ........................... 38 

Table 12: Firm ages ....................................................................................... 41 

Table 13: Firm sizes ....................................................................................... 41 

Table 14: Lines of business............................................................................ 42 

Table 15: Employee commitment per growth category .................................. 42 

Table 16: Management’s rating of employee commitment ............................. 43 

Table 17: Perceived & rated commitment and growth phase ......................... 43 

Table 18: Awareness of OM among responding firms ................................... 44 

Table 19: Opinions about OM among responding firms ................................. 44 

Table 20: Opinions about OM and awareness among responding firms ........ 44 

Table 21: Feedback cycle formality ................................................................ 45 

Table 22: Praising good performers ............................................................... 45 

Table 23: Criticism of under performance ...................................................... 46 

Table 24: Transparency of pay information .................................................... 46 

Table 25: Transparency of strategy ................................................................ 46 

Table 26: Transparency of financial information............................................. 47 

Table 27: Access to trade information ............................................................ 47 

Table 28: Influence on employee development .............................................. 48 

Table 29: Development opportunities ............................................................. 48 

Table 30: Influence on reward structure ......................................................... 49 

Table 31: Place of work .................................................................................. 49 

Table 32: Hours of work ................................................................................. 50 

Table 33: Days of work .................................................................................. 50 

Table 34: Employee age, tenure and IT career .............................................. 50 

Table 35: Employees gender ......................................................................... 50 

Table 36: Size of previous employers ............................................................ 51 

Table 37: Turnover intention indicators among employees ............................ 51 

Table 38: Democratic enterprise tenets and turnover intention ...................... 52 

Table 39: Turnover intention and market pull ................................................. 52 

Table 40: Economic move factors and category ............................................ 52 



ix 

Table 41: Firm categories – open / closed ..................................................... 54 

Table 42: Employee ratings of six tenets ....................................................... 54 

Table 43: Average turnover percentage in last 24 months per category ........ 55 

Table 44: Turnover intention per firm ............................................................. 55 

Table 45: Occurrences of turnover intention per category ............................. 56 

Table 46: Turnover intention per category - detailed ...................................... 56 

Table 47: OM awareness per category .......................................................... 56 

Table 48: OM awareness - turnover intention per category ........................... 57 

Table 49: OM opinions – turnover intention per category ............................... 57 

Table 50: One-sample t-Test – formal OM awareness ................................... 59 

Table 51: One-sample t-Test – general OM awareness ................................. 60 

Table 52: Two-sample t-Test (1) – turnover in OM firms vs. CM firms ........... 62 

Table 53: Two-sample t-Test (2) – turnover in OM firms vs. CM firms ........... 63 

Table 54: Two-sample t-Test – turnover intention in CM firms vs. OM firms .. 65 

 



 
 

 
 1  

1 INTRODUCTION TO THE RESEARCH PROBLEM 

1.1 Research title 

The impact of open management on employee turnover in small information 

technology firms in South Africa. 

 

1.2 Research problem 

This research focuses on small information technology (IT) firms consisting of 

one to fifty people in South Africa (SA).  Small firms can ill afford to lose key 

personnel so much so that they regard their human contingent as a key asset 

(Megginson, Byrd & Megginson, 1999;  Quader, 2007).   

 

Yet those firms experiencing moderate growth are likely to encounter problems 

with employee turnover if they cannot keep their employees stimulated 

(Rutherford, Buller & McMullen, 2003).  ITWeb (2007) reports that an apparent 

skills shortage is driving higher wages and increasing employee mobility in the 

SA IT market.  Thus there is ample opportunity for employees to find more 

stimulating employment elsewhere. 

 

Open management (OM) offers a way to increase employee retention because 

it enhances job satisfaction through increased autonomy, more stimulation from 

varying job responsibility, higher levels of trust and shared purpose (Gratton, 

2003;  Rutherford et al., 2003;  Marshal, Albott & Ukovinsky, 2006). 
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Small firms naturally lend themselves towards being managed in an open or 

democratic way (Wilkinson, 1999;  Peter, 2007).  But OM can be a two edged 

sword for the small IT business owner.  Technocracies that can form from 

empowering likeminded experts can steer the firm away from the founding 

vision or undermine strategy (Johnson, 2006).   

 

A key pillar of OM is information transparency.  Too much transparency could 

lead to voluntary employee turnover by itself. For instance, employees might 

perceive a drop in sales as detrimental to their personal growth opportunities 

and thus leave the firm (Semler, 1993;  Branham, 2005).  There is also the risk 

of exposing business secrets outside company boundaries.  Employees could 

even leave the firm with business secrets to compete with it (Semler, 1993;  

Bessire, 2005).   

 

Transparency also generates significant costs such as the institution of 

regulatory authorities, creation of a great variety of committees and the capture, 

analysis and diffusion of huge amounts of data.  Transparency could also lead 

to overwhelming surveillance thus risking an organisation to develop a Big 

Brother culture (Bessire, 2005) which would defeat the purpose of open 

management.   

 

Another disadvantage of OM is that it tolerates mistakes (Eccles, 1993).  Unlike 

large firms, small firms cannot afford big mistakes or misjudgements (Welsh & 

White, 1981), thus the small IT business owner is laid bare to the discretion of 

empowered decision makers. 

 



 
 

 
 3  

The risks of OM appear to be as severe as the benefits.  The small IT business 

owner has to decide whether to follow traditional management practices such 

as hierarchy, bureaucracy and controlled access to information or follow OM 

practices such as information transparency, gain sharing, empowerment and 

trust. 

 

1.3 Research aim 

The aim of research is to determine whether small SA IT firm owners formally 

know about and/or practice OM.  Further, the research aims to identify the 

relative strengths of the following forces:  

• mobility of workers in the SA IT labour market, 

• employee retention benefits from open management, 

• and the possible employee retention risks from OM. 

 

Once the ranking of forces are known, it can assist the small business owner in 

deciding whether open management is worthwhile.  The report compares the 

key variables of staff turnover and turnover intention in open managed small IT 

firms with that of traditionally managed small IT firms. 

 

1.4 Need for research 

Researchers in human resource management (HRM) have largely ignored 

small and medium enterprises (SME) (Andersen, 2003).  Small firms have less 

hierarchical thinking and stability than large firms.  However, large firms are 

increasingly assuming characteristics of small firms, which should prompt 
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researchers to enhance their understanding of small firms and/or larger 

companies that carry the characteristics of small companies (Larsen cited in 

Anderson, 2003).   

 

Knowledge workers are becoming increasingly mobile in SA (Kinnear & 

Sutherland, 2000).  It is not only market factors that affect their mobility.  

Research is needed to see which psychological factors, provided by OM, 

contribute or detract from employee turnover.   

 

Small firms already lean towards retention and good benefits through employee 

development and job stability (Peter, 2007).  This research helps broaden the 

knowledge on why small firms have lower turnover rates than large firms and 

produce recommendations for the latter. 

 

Information transparency includes access to financial information.  A question 

that arises is whether too much information could increase employee turnover.  

There is a need for research into how workers understand risk, both in the 

context of using financial information and to make job-related decisions and 

more broadly with regard to worker ownership participation (Rousseau & 

Shperling, 2003). 

 

Another question that arises is whether open managed firms are attractive to 

possible investors (Johnson, 2006).  One can argue that the most important 

asset in an IT firm is its people. Thus retaining them for longer must be 

perceived as creating value for investors.   

 



 
 

 
 5  

Ricardo Semler, widely credited for making OM famous, says that OM ideas will 

work world wide (Lloyd, 1994).  This research tests whether it is applicable in 

the small SA IT firm. 

 

There is still debate whether turnover is caused by economic or psychological 

factors (Rouse, 2001;  Capelli, 2000a).  To complicate matters there is very little 

systematic understanding into which individual retention practices work in the IT 

sector.  Conventional wisdom says that if you want to retain IT employees you 

have to pay them well and give them interesting work to do (Agarwal & Ferratt, 

2002).  This research will provide weight to either turnover argument as well as 

testing whether conventional wisdom holds for the SA IT labour market. 

 

Finscope (2006) reports that although small businesses play an important role 

in the SA economy, they have been too poorly monitored and understood to be 

effectively managed or developed.  Within the formal sector, 55% of small 

business owners have received formal business training, with only 10% 

receiving training in human resources.  Most training goes into business 

management and technical areas. 

 

There is contradictory literature about the priority of HRM in small firms.  On the 

one side Wilkinson (1999) states that little priority is given to HRM in small firms 

and is therefore a major cause of business failure.  It can therefore be argued 

that small business owners manage their employees only from experience.  

More empirical research is thus required to guide small business owners and 

reduce failure rates. 
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On the other side Rutherford et al. (2003) state that HRM ranks as the second 

most important management activity for small business owners.  One element is 

common though: most small businesses do not have human resource expertise 

(Hill & Stewart, 2000).  The problem is exacerbated by the fact that very little 

has been written regarding HRM problems or the role of HRM activities in small 

firms (Rutherford et al., 2003).  The literature is mostly focused on the critical 

role of HRM practices on the large firm’s success.  The small firm can gain a 

sustainable competitive advantage if it can learn how to retain key employees. 

 

Eccles (1993), Hill & Stewart (2000) and Rutherford et al. (2003) give several 

more motivations for further research in this field; they are:  

1. Understand how and why small firms generate their own models of 

human resource development (HRD) in practice;  

2.  How would HRD practices in small firms shape HRD practices in 

general?  

3.  The dynamics of relationship formalities in small businesses merit further 

conceptual and empirical development; 

4.  Do HRM problems cause firms to move from one growth stage to the 

next? 

5.  Is empowerment a functional response to the market and competitors or 

is it merely the embracing of morals?  

 

Although this research focuses on small SA IT firms, the lessons learnt could be 

applied to other knowledge based fields and/or small firms.   
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2 THEORY AND LITERATURE REVIEW 

2.1 Open management 

2.1.1 Open management concepts 

Open management practices were made famous by Ricardo Semler, CEO of 

the Brazilian industrial giant SEMCO (Lloyd, 1994).  OM is a departure from 

traditional management in that hierarchies are either flattened or do not exist 

anymore (Ackoff, 1989), employees are trusted in how they manage their own 

time and outputs (Gratton, 2003) and they have access to parts of the business 

previously reserved for management such as strategic and tactical information 

and profits.  OM practices are summarised in Table 1. 

 

Table 1: Summary of OM practices 

OM practice  Source  
Information transparency Semler (1993), 

Festa (2001) 

Participative management / decision making Semler (1993), 
Gratton (2003) 

Gain sharing Festa (2001) 

Workplace democracy / Team based 
management / Circular management 

Ackoff (1989), 
Semler (1993), 
Ellerman (1999, 2000), 
Festa (2001) 

Flexibility in work location and work time Gratton (2003) 
 

Adult-adult relationships Semler (1993), 
Gratton (2003) 

Employee empowerment Ackoff (1989), 
Hill & Huq (2004) 

Human capital development Gratton (2003) 
 

 

OM is not an entirely new concept.  Russell Ackoff first wrote about the circular 

organisation and organisational democracy in 1981 (Ackoff, 1989).   

The concept was originally developed to address several perceived needs: (1) 

to operationalise organisational democracy, (2) to increase the ability, readiness 



 
 

 
 8  

and willingness for organisations to change and (3) to improve the quality of 

working life.   

 

Most advanced industrialised countries are democracies, yet most of their 

private and public organisations are autocracies (Ackoff, 1989).  In a circular 

organisation senior management is subject to the collective authority of their 

subordinates.  Decision making is a collaborative and interactive exercise that 

requires committed participation from both management and employees. 

 

OM has several guises in the literature and is summarised in Table 2.  Bessire 

(2005) rolls up the concepts encountered in democratically managed 

organisations in to a single term, namely open management and it is the term 

that is used in this research.  The antonym used for open management in this 

research is closed management (CM). 

 

Table 2: OM concepts in the literature 

OM concept  Source  
Circular organisation Ackoff (1989) 

Democratic organisation Ackoff (1989) 

Democratic enterprise Gratton (2003) 

Democratic firm Ellerman (1999) 

Employee empowerment Hill & Huq (2004) 

Humane corporate management Khandwalla (2004) 

Stakeholder democracy Matten & Crane (2005) 

Workplace democracy Ellerman (2000), 

Matten & Crane (2005) 
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Another form of OM is the democratic enterprise which is based on three 

building blocks, namely individual autonomy, organisational variety and shaping 

a shared purpose (Gratton, 2003).  It is based on six tenets, namely adult-adult 

relationship, individuals as investors, expression of diverse qualities, 

participation in conditions of association, the liberty of some individuals are not 

at the expense of others (fairness) and accountabilities and obligations.  

 

It is mainly driven by two factors, namely a shift in individuals and a shift in 

technology (Gratton, 2003).  Firstly, baby boomers inherited a rigid, formal and 

strong parent-child-relationship workplace from their predecessors.  Their 

success driven work ethic made them work harder and longer than ever before.  

Even though their firms have become successful, they are usually 

bureaucracies and they themselves are burnt out.  Hence they are seeking an 

alternative to the current firm’s form.  Their successors – generation X and Y – 

are moving up through these firms.  They have witnessed how the 

bureaucracies and rigid structures affected their parents’ lives, especially during 

times of downsizing and lay-offs.  Thus they seek more autonomy and aim to 

remove the rigidness and bureaucracies from the workplace. 

 

Secondly, the shift in technology, especially IT, has made it possible to share 

more information and not be required to be at the office full time (Gratton, 

2003).  This leads more individuals to demand working from home and also 

eliminates the need for deep reporting levels in the firm. 
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In the democratic enterprise employees are not seen as assets nor are they 

called employees, but rather citizen investors that invest their human capital 

(Gratton, 2003).  Human capital comprises three components, namely: social 

capital, intellectual capital and emotional capital.  The citizen investors deploy 

their human capital in the firm and expect healthy returns on each component.  

 

There is an old adage that says that the only real source of power is 

information.  The democratisation of information removes layers of 

management and encourages teamwork (Lloyd, 1994).  The success of 

empowerment rests on the ability of empowered employees to make the correct 

decisions (Marshall, et al., 2006).  Along the way there will be mistakes.  If 

managers do not show faith in their employees’ decision making abilities, then 

empowerment would cease to exist in form and in purpose.  Marshal et al. 

(2006, p 38) further state: “Employees who are hamstrung by micromanagers 

cost the company money and also can negatively impact revenues through poor 

customer service”.  More trust to make correct decisions leads to higher job 

satisfaction, while the opposite is true for low trust. 

 

Resolving issues begin with open management and employee communication 

(Van Wert, 2004).  Leaders must recognise that employees have insights that 

go beyond their designated area of responsibility.  When employees’ views are 

invited they are always candid about what is working, what improvements are 

called for and which policies, procedures and people no longer contribute value. 
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2.1.2 Open management advantages and disadvantages 

In the literature OM is generally seen as beneficial to all stakeholders, but 

mostly to employees.  The advantages are summarised in Table 3. 

 

Table 3: OM advantages 

OM advantage Source 
Better performance and higher productivity from 
employees. 

Semler (1993), 
Festa (2001) 

Employees are more committed and engaged as there 
are higher levels of satisfaction and morale.  In the end 
turnover is lower. 

Festa (2001), 
Gratton (2003), 
Rutherford et al. (2003), 
Marshall et al. (2006) 
 

Employees and the organisation are in a win-win 
relationship. 

Gratton (2003) 

The organisation is more agile.  It can adapt to changing 
conditions easier and with less pain. 

Ackoff (1989), 
Gratton (2003) 

The organisation is just and fair. Gratton (2003) 

The organisation is more able to integrate during 
mergers and acquisitions. 

Gratton (2003) 

Good discretionary behaviour.  Employees are more 
autonomous and can make more informed decision 
quick time. 

Semler (1993), 
Atkinson (2007) 
 

 

There are, however, bodies of literature that point out the disadvantages of OM 

and is summarised in Table 4. 

 

Table 4: OM disadvantages 

OM disadvantage Source 
Responsibility without power could lead to the 
scapegoat phenomenon. 

Eccles (1993) 

The demand for empowerment soon evaporates once it 
is given as the scale of responsibility sets in. 

Eccles (1993) 

Power without responsibility could lead to poor 
discretionary behaviour. 

Eccles (1993), 
Johnson (2006) 

Employees who do not see follow-through on their input 
will disengage and possibly leave the organisation. 

Eccles (1993) 

Some decision making cycles that involve too many 
stakeholders could become inefficient due to inputs 
from all of them. 

Johnson (2006) 

Likeminded technocrats can steer the business away 
from its founding vision or undermine strategy. 

Johnson (2006) 



 
 

 
 12   

OM disadvantage Source 
Sensitive information, transparent within the 
organisation, could be leaked to competitors. 

Semler (1993) 

Employees could leave the organisation to compete 
with it, taking along valuable inside information. 

Semler (1993) 

Too much information could scare employees, 
especially bad news or forecasts. 

Semler (1993) 

Information transparency can generate significant costs 
to manage it correctly: committees, data capture, data 
analysis and diffusion of huge amounts of data. 

Bessire (2005) 

Too much emphasis on information transparency could 
lead to overwhelming surveillance and cause a Big 
Brother culture. 

Bessire (2005) 

Arguments about open management’s ethical 
superiority are perceived as naïve. Critics want to see 
bottom-line reasons. 

Capelli (1999) 

 

2.2 Employee turnover 

2.2.1 Turnover concepts 

Employee turnover can be voluntary (resignation) or involuntary (termination, 

dismissal or retrenchment) and is measured by the percentage of workforce that 

leaves their employer in a given year (Capelli, 2004). 

 

Voluntary turnover can be classified as functional (beneficial) or dysfunctional 

(costly) to the organisation (Dalton, Tudor & Krackhardt, 1982).  The 

organisation benefits if poor performers leave but incurs a cost when good 

performers leave.  The relationship between voluntary, functional and 

dysfunctional turnover is graphically illustrated in Figure 1. 
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Figure 1: Functional and dysfunctional employee turnover 

+ –
Employee remains Termination

Dismissal
Retrenchment

Good performers leave. Poor performers leave.
Skill is hard to replace or 
critical.

Skill is replicable or 
not critical.

Dysfunctional Turnover Functional Turnover

No initiation of 
voluntary turnover

Initiation of 
voluntary turnover

Organisation's evaluation of the individual

 

Source – Dalton, Tudor & Krackhardt (1982) 

 

2.2.2 Schools of thought on turnover 

There is a wide range of literature about the causes of and lead-up to turnover.  

It can be summarised as falling into two main schools of thought, namely 

economic and psychological (Sutherland & Jordaan, 2004).  The two schools 

are not mutually exclusive about turnover factors but rather on their relative 

importance. 

 

The economic school emphasises market forces such as skill scarcity, supply 

and demand and opportunity as the main causes of turnover.  Capelli (2000a, 

2008), Amaram (2005), Luna-Arocas & Camps (2008) fall into the economic 

school.  The psychological school emphasises individual decision making, 

organisation and cultural compatibility, job fit, job satisfaction and commitment 

as the main causes of turnover.  Kinnear & Sutherland (2000), Mitchell, Holtom 

& Lee (2001), Rouse (2001), Gratton (2003), Rousseau (2004) and Branham 

(2005) fall into the psychological school.   
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This research is mostly concerned whether the psychological factors brought 

about by OM practices are stronger than economic factors and could therefore 

be classified as psychological. 

 

2.2.3 Turnover and the psychological contract 

There is an unwritten agreement about the respective contributions that 

employees and the organisation can expect from each other (Rousseau, 2004).  

This agreement is also known as the psychological contract.  The agreement is 

voluntary, based on a mutual understanding, evolves over time and is implicit.  

When some factors change such as work setting or team makeup, it could be 

interpreted as a break in the psychological contract with possible negative 

consequences such as anger, disengagement and possibly turnover. 

 

The psychological contract could be relational or transactional (Rousseau, 

2004).  Relational contracts are closely associated with loyalty, commitment and 

a long term relationship.  A relational psychological contract enhances good 

discretionary behaviour among employees, while a transactional psychological 

contract achieves the opposite (Atkinson, 2006).  When a relational contract is 

broken the sense of loyalty usually leads to some sort of resolution.  Non-

resolution invariably leads to turnover.  On the other hand, transactional 

contracts are more closely associated with narrow job descriptions and limited 

tenure.  A break in the transactional psychological contract invariably leads 

directly to turnover. 
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The psychological contract has changed profoundly towards the end of the 

twentieth century (Capelli 2000a;  Sutherland & Jordaan, 2004).  Employees no 

longer expect lifetime employment at an organisation (Capelli, 2000a).  

Employees now look for interesting work, open communications and 

opportunities for development.  Employees seek development opportunities in 

order to reduce their dependency on their employers.  Thus employers must 

continue to offer development opportunities to remain more attractive than the 

rest of the market.  Employees will stay committed if there are clear promotion 

paths and opportunities for advancement. 

 

Firms have become flatter and employees have started to manage themselves 

and their own careers (Rousseau, 2004).  This poses a turnover risk as there is 

more competition for and fewer levels of advancement.  With the evolving 

psychological contract employers and employees must carefully communicate 

their respective expectations.  Employers must take the initiative and manage 

the psychological contracts in order to remain influential to their employees. 

 

2.2.4 Antecedents of turnover 

Intention to leave is widely regarded as the best predictor for turnover 

(Sutherland & Jordaan, 2004).  Several factors that influence turnover intention 

have been identified in the literature and is summarised in Table 5. 
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Table 5: Turnover intention factors  

Turnover 
Intention 

Factor 
Remarks Source 

Better 
opportunities in 
the market 

Employees who feel that they are paid what 
they are worth will stay engaged for longer. 
Higher salaries increase job satisfaction. 
 
Most talented employees have the freedom to 
move around in the market because of their 
scarcity. 
 
Wages are driven by extraordinary demand and 
often employers pay higher to reduce turnover.   
 
Contact with recruiters, agents, head hunters 
increase the likelihood of turnover.  Past 
experience of moving make it easier for 
employees to leave the organisation. 
 
New employees often get paid more than 
incumbent employees – perpetuating job-
hopping in the IT market. 
 

Capelli (2000a, 2004, 2008), 
 
Rouse (2001), 
 
Sutherland & Jordaan (2004), 
 
Amaram (2005), 
 
Branham (2005), 
 
Luna-Arocas & Camps (2008) 
 
 

Too few growth 
and 
advancement 
opportunities. 
 

IT employees are driven by the need for 
achievement.  Low adoption of new technology 
in the organisation reduces growth and 
advancement opportunities. 
 
Job enrichment increases job satisfaction. 
 
Employee participation in advancement 
decisions decreases turnover intention. When 
an employee sees a path of advancement in the 
organisation, he will less likely look towards the 
market. 
 
Tuition assistance is an attractive benefit.  
Accompanying constraints such as work back 
agreements lower turnover intentions. 
 

Capelli (2000a 2004, 2008), 
 
Rouse (2001), 
 
Sutherland & Jordaan (2004), 
 
Branham (2005), 
 
Luna-Arocas & Camps (2008) 

Bad / far work 
location 

Long distance travel, excessive travel and 
inappropriate work setting reduce employee 
morale. 
 

Capelli (2000b) 

Employee 
incompatible 
with 
organisational 
culture 
 

Employees are likely to leave the organisation if 
they do not fit in with the rest of the workforce. 
 

Mitchell et al. (2001) 
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Turnover 
Intention 

Factor 
Remarks Source 

Weak social 
bonds between 
colleagues 

For example: a company sports team. 
Employees find it harder to leave when they 
have a strong social bond with other members 
of the organisation. 
 
Teamwork, organisational culture, trust and 
customer focus increase commitment and 
reduce turnover intention. 

Capelli (2000b), 
 
Michlitsch (2000), 
 
Mitchell et al. (2001), 
 
Rouse (2001), 
 
Ooi, Bakar, Arumugam, 
Vellapan & Loke (2007) 
 

Low job 
embeddedness 

Job embeddedness comprises links, fit and 
sacrifice within the organisation and community.  
For example: an employee can be a mentor for 
others, thus high embeddedness.  The higher 
the embeddedness the lower turnover intention 
would be. 
 

Mitchell et al. (2001) 

Low levels of 
service 
orientation in 
the job 
 

IT personnel tend to enjoy jobs where they 
directly deal with the customer. 
 

Hsu, Jiang, Klein & Tang 
(2003) 

Low job 
security 

Employees need to have hope for advancement 
and also hope for their organisation.  IT 
personnel need to feel that their jobs are 
secure.  Job stability creates higher levels of 
commitment among employees. 
 

Hsu et al. (2003), 
 
Branham (2005), 
 
Luna-Arocas & Camps (2008) 
 

Stress from 
overwork and 
work-life 
imbalance. 
 

Lack of attention to work-life balance by 
employer increases stress.  High levels of stress 
reduce employee commitment. 
 

Branham (2005),  
 
Mitchell et al. (2001) 

Flatter 
organisations 

Although flatter organisations decrease turnover 
intention in several aspects (such as 
participation & transparency), it also increases 
internal competition for advancement which 
could increase turnover intention. 
 

Gratton (2003), 
 
Rousseau (2004) 



 
 

 
 18   

Turnover 
Intention 

Factor 
Remarks Source 

Organisational 
inflexibility 

Employees who feel trusted are less likely to 
leave.  The psychological contract has changed 
- workers now manage themselves. 
 
Knowledge workers are extremely individualistic 
and thus need flexibility to suit their own special 
needs. 
 
Knowledge workers are individualistic and 
require specialised work arrangements from 
their employers. 
 
When employees feel saddled with processes 
and systems they know to be inferior, 
enthusiasm and commitment dwindle. 
 

Brady (1999),  
 
Kinnear & Sutherland (2000), 
 
Rousseau (2004), 
 
Sutherland & Jordaan (2004), 
 
Van Wert (2004), 
 
Branham (2005) 
 
 

The job or 
workplace was 
not as 
expected 
 

An employee will disengage if he has to perform 
tasks that were not initially in the job 
specification as it constitutes a break in the 
psychological contract. 
 
When there is a mismatch between the person 
and the job then turnover intention will increase. 
 

Capelli (2000b), 
 
Rousseau (2004), 
 
Branham (2005) 
 
 

Too little 
coaching or 
feedback 

Employees can judge their own competence 
and self worth if they receive quality feedback.  
When an employee is unsure about his level of 
competence turnover intention can increase. 
 
When there is a lack of recognition and praise 
an employee will disengage and lose trust in 
management. 
 

Branham (2005) 

Breakdown of 
relationship 
with immediate 
boss 
 

When an employee loses trust in his leaders, 
turnover intentions will increase.  
 

Sutherland & Jordaan (2004), 
 
Branham (2005) 
 

Low level of 
trust 

Empowerment should however be more than 
merely a suggestion box.  If management does 
not show proper commitment to empowerment 
then employees will leave the business or 
disengage from the process.  
 

Marshal et al. (2006) 
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2.2.5 The turnover process 

There are two distinct periods in the employee’s thought process when 

considering leaving the organisation (Branham, 2005).  First, there is the period 

between first thoughts of leaving and the actual decision to leave.  Second, 

there is the period between the decision and the actual departure.   

It is hard for managers to regain commitment when an employee is in the 

second period. 

 

Turnover begins with a shock – an event or circumstance that causes the 

employee to evaluate his/her current options (Rouse, 2001).  Several paths 

continue from the shock (Mitchell et al., 2001) as set out below. 

 

Path 1 – Leaving with a plan: 

The employee sets personal parameters such as an event or time period that, 

when realised, will induce a decision to leave.  For instance, reaching a certain 

age, professional level or falling pregnant. 

 

Path 2 – Leaving with no plan: 

The shock in this case is unexpected and often involves a break of the 

psychological contract.  The shock is so severe that the employee does not 

search for alternatives within the company. 

 

Path 3 – Leaving for something better: 

The shock here is that the employee realises that the job has little economic or 

psychological satisfaction.  The employee could search for opportunities within 

the organisation or in the market. 
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Path 4 – Leaving an unsatisfying job: 

The shock is also less severe and involves an accumulation of unsatisfying 

events or circumstances beyond the employee’s tolerance levels.  The 

employee could search for alternatives within the organisation or turn towards 

the market.  If the shock is sudden the turnover is more likely unplanned. 

 

2.2.6 Consequences of turnover 

HR outcomes influence business outcomes and not vice versa (Koys, 2001).  

The effects of turnover could be either beneficial or costly to the organisation.  

When a poor performing employee voluntary leaves the organisation it is 

beneficial in several ways.  First, the organisation gets rid of dead wood 

(Sutherland & Jordaan, 2004).  Second, it might be difficult to terminate an 

employee’s service due to legal, cultural or social constraints (Dalton et al., 

1982).   

 

When a good performing employee leaves it is costly in several ways (Capelli, 

2000b).  First, there is the loss of productivity just before the event and it 

continues until a replacement has achieved the same level of proficiency.  

Second, the investment into the employee’s development is wasted.  Third, it is 

hard to replace the employee with someone equal or better (Capelli, 2001).  For 

instance, the best programmers are ten to twenty times better than the worst 

ones in an organisation and they are very scarce.  Many IT professionals leave 

the field altogether for other disciplines because of the limited scope for growth 

in IT.  Thus, experienced, top quality IT professionals are in short supply.   
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Fourth, there are direct and indirect costs involved in turnover, namely: 

administration of the resignation, recruitment costs, selection costs, cost of 

covering during the vacancy, administration of the recruitment and selection 

process, induction training of the new employee (CIPD, 2005). 

 

Dalton et al. (1982) further argue that the inclusion of voluntary functional 

turnover overstates an organisation’s turnover ratio.  This research is concerned 

with the total amount of turnover because the factors that lead up to poor 

performance and possible turnover are influenced by open management 

practices (Gratton, 2003). 

 

2.2.7 Turnover in the IT market 

Job hopping has become more commonplace, particularly in IT (Amaram, 

2005).  Wage compression, a phenomenon where new workers are paid more 

than incumbent workers, is largely to blame for turnover.  Employees see job- 

hopping as a way to receive significant raises. 

 

IT personnel are classified as knowledge workers or knowledge technologists 

(Drucker, 2001).  Knowledge workers in SA are becoming increasingly mobile 

and they realise it (Kinnear & Sutherland, 2000).  In their study, Kinnear & 

Sutherland (2000) found that 59% of the knowledge workers surveyed believed 

that it would be easy (45%) or very easy (14%) to find an equivalent or better 

job by the end of that year. 
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Professional service firms can be divided into two groups when comparing their 

human resource management (HRM) practices, namely: options-based and 

projects-based (Malos & Campion, 2000).  Options-based firms seek to develop 

employees and to develop a long term partnership and eventually make the 

employee a partner.  Projects-based firms have a short term HRM view and use 

employees to execute the work sold by senior partners.  In options-based firms, 

a failed attempt at bonding with an associate is likely to result in turnover.   

 

2.2.8 Turnover in the SA IT market 

ITWeb (2007) reports that the factors tabulated in Table 6 helps retain SA IT 

employees. 

 

Table 6: Retention factors in the SA IT context 

Rank Factor 
Score  

(100 max) 
1 Challenge of job/responsibility  83.8 
2 Job atmosphere  81.8 
3 Money / Total remuneration  81.5 
4 Career prospects  79.6 
5 Technical challenge  78.1 
6 Job security  77.7 
7 Flexible schedule  77.2 
8 Company reputation  76.9 
9 Quality of top management  73.7 

10 Health benefits  67.8 
Source: ITWeb – 2007 IT Salary Survey 

 

ITWEB’s (2007) results support the body of literature in Table 5. It also 

suggests a stronger emphasis on psychological factors than economic factors.   
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SA knowledge workers want trustful and meaningful relationships with their 

bosses and organisations which lead to longer tenure (Kinnear & Sutherland, 

2000).  They also reject traditional retention systems.  They are more 

individualistic, independent and are motivated by personal achievement.   

Sutherland & Jordaan (2004) found that job satisfaction and commitment do not 

directly predict future length of service for knowledge workers but rather those 

factors that complement their individualistic nature such as challenging work, 

relationships and trust. 

 

2.3 Mobility of skilled IT workers in SA 

There is a real skills shortage in the SA IT sector today and is set to worsen 

towards 2010 (Van Heerden, 2006).  Some reasons for this are the increased 

emigration (brain drain) of young IT professionals and the increased growth in 

the economy (ITWeb, 2007). By 2009, SA will be unable to fill 113 900 jobs 

requiring IT networking skills (Van Heerden, 2006). 

 

ITWeb (2007) reports that the skills shortage is driving higher wages and 

employment mobility in the SA IT market.  IT Salaries have jumped 25% from 

the 2006 survey.  52% of respondents have looked for new jobs in SA and 5% 

overseas.   

 

The high demand for skilled IT personnel in SA and the shortage of supply 

naturally makes the skilled IT professionals more mobile and they can 

command higher salaries.  The mobility of these professionals acts as a major 

force on the small IT business landscape. 
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2.4 Retention 

Capelli (2000a) states that a company should target only those employees they 

want to stay with retention programmes for it to be more effective.  Different 

people require different retention efforts.  Retention efforts would be wasted on 

employees who are easy to replace  One can argue that it is appropriate in 

larger companies where such different levels of retention efforts per employee 

could blend into the masses.  It could be harder to achieve in a small company 

where specific attention would probably not go unnoticed among the 

employees. 

 

Human capital focused HRM strategies have lower turnover rates than task 

focused HRM strategies.  Organisations purposefully attempt to influence their 

turnover rates (Ferratt, Agarwal, Brown & Moore, 2005).  Voluntary turnover 

does not necessarily have a negative effect on the organisation (Dalton et al., 

1982).  Thus one can argue that functional turnover is intended. 

 

Several retention policies are proposed in the literature and is summarised in 

Table 7. 
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Table 7: Modern retention policies 

Retention 
Policy 

Remarks Source 

Performance 
measurement 

Regular honest 360 degree feedback. 
Self assessment workshops. 
Provide managers training in performance 
management. 

Agarwal & Ferratt (2002), 
 
Branham (2005) 
 

Compensation 
and benefits 

Competitive / market related compensation. 
Flexible rewards packages. 
Spontaneous bonuses. 
Stock options, profit sharing. 

Brady (1999), 
 
Mitchell et al. (2001), 
 
Agarwal & Ferratt (2002), 
 
Branham (2005) 
 

Work 
arrangements 

Teams, job rotation, redesign of workspace. 
Enjoyable atmosphere. 
Impactful jobs. 
Reasonable workloads. 
Job design, job customisation, autonomy. 
Attractive office/work location. 
Design for job embeddedness. 
Create challenging work. 

Brady (1999), 
 
Capelli (2000a), 
 
Hsu et al. (2000), 
 
Agarwal & Ferratt (2002), 
 
Sutherland & Jordaan (2004) 

Human capital 
development 

Tuition reimbursement. 
In-house training. 
Mentorship. 
Career planning. 
Business leadership skills. 
Career paths. 
Promotion from within. 
Managers as career coaches. 

Capelli (2000b), 
 
Agarwal & Ferratt (2002), 
 
Branham (2005) 
 
 

Recognition Monetary & non-monetary awards. 
Extended vacations. 
Create a culture of improvement and 
contribution. 
 

Agarwal & Ferratt (2002), 
 
Branham (2005) 

Sense of 
community 

Social responsibility programmes. 
Intranet and newsletters. 
Communication from senior management. 
Trust in leaders. 
Build social ties within firm and community. 
 

Capelli (2000a), 
 
Mitchell et al. (2001), 
 
Agarwal & Ferratt (2002), 
 
Sutherland & Jordaan (2004), 
 
Branham (2005) 

Flexibility / 
lifestyle 
accommodation 

Relaxed environment. 
Flexible work time and workplace. 
Child care. 
 

Brady (1999), 
 
Agarwal & Ferratt (2002) 
 
 

Organisational 
stability and 
security 

Security and financial stability. 
Implement knowledge management systems to 
minimise impact of turnover. 
 

Agarwal & Ferratt (2002), 
 
Sutherland & Jordaan (2004) 

Recruitment Take more time in hiring to avoid person-job-
mismatches. 
Realistic job interviews. 
Hire types of people who will be easy to retain. 

Capelli (2000a), 
 
Branham (2005) 
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2.5 Human resource management in small firms 

Rutherford et al. (2003) state that little has been written about HRM roles or 

problems with HRM activities in small firms.  In the start of a small business the 

owner focuses on a narrow range of HRM activities.  As the firm and number of 

employees grow, the typical response is to specialise roles and add more 

formal structure.  Thus the focus moves away from attracting employees and 

towards developing, administrating and retaining them.  They continue that 

HRM issue receives more attention as the firm grows but is typically only 

specialised when the firm has reached the maturity stage. 

 

Quader (2007) argues that the human contingent is the only real asset a small 

business has.  These are usually the founding members or early employees.  

As the firm grows, the medial tasks are given to new employees while the brain 

work remains with the established members.  Many business owners do not 

want to lose hands on control of activities in the business and this could create 

a barrier to growth as employees might prematurely exit the firm.   

 

Professionals that are employed by small firms are more likely to be experts in 

their respective fields (Quader, 2007).  A question that arises is who is qualified 

enough to manage the experts other than themselves. 

 

2.6 Small IT Firms in SA 

Of the 5479 companies surveyed in the 2003 SME Survey, 216 were classified 

as IT and Software firms (Goldstuck, 2003).  Of these 166 (78%) has less than 

fifty employees.  Small IT firms typically start up with one project or product and 
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then grow from there (Graham, 2005).  During the development of the initial 

product, unique experience and knowledge is built up by the employees.  The 

firm is thus very susceptible to damage if key employees leave.  Small and 

medium firms find it increasingly hard to attract and keep talent because of the 

high mobility in the SA IT labour market. 

 

2.7 Risks facing small businesses 

80% of all new businesses fail within the first five years (Small Capital, 2005). 

The stated reasons are summarised in Table 8: 

 

Table 8: Reasons why small businesses fail 

Risk 
Inadequate business planning 

Insufficient capital 

Lack of management experience 

Poor location 

Poor inventory and cash flow management 

Over-investment in fixed assets 

Poor credit arrangements 

Personal use of business funds 

Lack of market knowledge 

Low sales/not pricing properly 

 

The turnover of key employees compounds at least the following factors: 

inadequate business planning, lack of management experience, over-

investment in fixed assets (such as training) and lack of market knowledge. 
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2.8 Conclusion 

Open management offers several benefits to the firm such as increased 

performance, agility, commitment and retention.  The literature predicts that 

open management would lower turnover despite its risks.  The literature shows 

that there is a severe shortage of IT skill in South Africa and that skilled IT 

workers have a high degree of mobility within the market.  Employees do not 

just walk away from a job, but rather follow a consistent process induced by 

shocks.  It is possible to intercept a turnover candidate during the process and 

convert his/her intentions.  The two schools of thought, namely economic and 

psychological are played against each other in this research – the relative force 

of the market is compared to the psychological (and tangible) benefits of open 

management.  Turnover carries a high cost and any methods to reduce it would 

add value to the business, especially in IT firms that consider their human 

contingent as their only assets.  HRM studies in small firms have lagged behind 

large firms. Further research in this field is needed to increase the 

understanding of HRM issues affecting small firms in order to increase 

performance and ultimately minimise business failures attributed to poor HRM. 
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3 RESEARCH QUESTIONS / PROPOSITIONS / HYPOTHESES 

 

The research attempts to answer five questions. 

Question 1: What is the level of awareness of OM among small SA IT firm 

owners?   

(a) Are they formally aware?   

(b) Do they have general knowledge about OM concepts? 

 

Question 2: Is there a difference in the historic employee turnover rates 

between small SA IT firms that practice OM versus CM? 

 

Question 3: Do small SA IT firms that practice OM have lower historic employee 

turnover rate than those that practice CM? 

 

Question 4: Is there a difference in the employee turnover intention rates 

between small SA IT firms that practice OM versus CM? 

 

Question 5: Do small SA IT firms that practice OM have lower employee 

turnover intention rate than those that practice CM? 

 

The questions are answered by means of hypothesis testing. Five hypothesis 

tests are used to answer the research questions and follow in the next sections. 
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3.1 Small SA IT firm owners know about OM 

Hypothesis 1a (one tailed):  

The null hypothesis states that 50% of firm owners formally know about or are 

well read on current OM practices (OMF).  The alternate hypothesis states that 

less than 50% of firms formally know about current OM practices. 

 

H0: µOMF = 0.5 

HA: µOMF < 0.5 

 

 

Hypothesis 1b (one tailed):  

The null hypothesis states that 50% of firms would know about current OM 

practices (OMK).  The alternate hypothesis states that less than 50% of firms 

know about current OM practices. 

 

H0: µOMK = 0.5 

HA: µOMK < 0.5 
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3.2 CM turnover ≠ OM turnover 

Hypothesis 2 (two tailed):  

The null hypothesis states that historic employee turnover in CM firms (ETCM) 

is equal to OM firms (ETOM). The alternate hypothesis states that historic 

employee turnover in CM firms differs from OM firms. 

 

H0: µETCM = µETOM 

HA: µETCM ≠ µETOM 

 

3.3 CM turnover > OM turnover 

Hypothesis 3 (one tailed): 

The null hypothesis states that historic employee turnover in CM firms (ETCM) 

is equal to OM firms (ETOM). The alternate hypothesis states that historic 

employee turnover in CM firms is higher than OM firms. 

 

H0: µETCM = µETOM 

HA: µETCM > µETOM 
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3.4 CM turnover intention ≠ OM turnover intention 

Hypothesis 4 (two tailed):  

The null hypothesis states that employee turnover intention in CM firms 

(ETICM) is equal to OM firms (ETIOM). The alternate hypothesis states that 

employee turnover intention in CM firms differs from OM firms.  

 

H0: µETICM = µETIOM 

HA: µETICM ≠ µETIOM 

 

3.5 CM turnover intention > OM turnover intention 

Hypothesis 5 (one tailed): 

The null hypothesis states that employee turnover intention in CM firms 

(ETICM) is equal to OM firms (ETIOM). The alternate hypothesis states that 

employee turnover intention in CM firms is higher than OM firms. 

 

H0: µETICM = µETIOM 

HA: µETICM > µETIOM 



 
 

 
 33   

4 RESEARCH METHODOLOGY 

4.1 Unit of analysis 

The unit of analysis is the small South African based IT firm. 

 

4.2 Population of relevance 

The population of relevance consists of all small SA IT firms that have been in 

business for more than one year.  The one year parameter was selected to 

exclude young firms that have not yet completed full HRM cycles such as 

annual leave, bonuses or performance reviews.  The firms that were included 

had all been through bonus and performance review cycles. 

 

An IT firm is one that is involved in software development, web design, web 

hosting, network installation and support, consulting, testing, IT management, IT 

training and other tasks that are directly related to computer software, hardware 

or networks.  A small firm has one to fifty employees. 

 

The population excludes IT or information systems (IS) departments of large 

firms and firms whose key business is not in IT, although they might have 

employees on board who are involved in any of the tasks attributed to an IT 

firm.  This is because these firms will most likely not contain the dynamics of 

small IT firms. 

 

Firms that had only owner-workers and no employees were excluded because 

the research focuses on employees and not necessarily on organisation 

members. 
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4.3 Sampling method and size 

The sampling frame (Zikmund, 2003) was small IT firms practicing in Gauteng 

that were listed in several online directories (APPENDIX A).  The geographic 

area was limited to Gauteng because it was the researcher’s base of operations 

and access to the rest of SA was not an option due to time, travel and cost 

constraints.  The firms were contacted by email or telephone to determine their 

size, location and willingness to participate in the research.  A sample of 12 

firms was taken from the sampling frame.   

 

4.4 Data collection process 

The data was collected by means of structured interviews followed up by 

employee surveys (Zikmund, 2003).  The interviews were conducted face to 

face or telephonically with the owners or senior partners of small IT firms.  The 

interviews were then followed up with questionnaires that were distributed 

among employees in the firm.   

 

4.5 Interviews 

The structured interviews included questions to determine the openness of the 

firm’s management approach.  The firm’s current size was recorded in terms of 

employee head count.  The growth in terms of headcount and the voluntary 

employee turnover over the last two years were recorded.  Other variables that 

were recorded include: growth plans, number of owners and opinions about 

open management.  Turnover included both functional and dysfunctional 

turnover.  The structured management interview is shown in APPENDIX B. 
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4.6 Employee questionnaire 

The employee questionnaire was designed to measure turnover intention, 

attitude towards the firm’s management approach and demographics such as 

gender, age, tenure, IT experience and firm sizes of previous engagements. 

 

Intention to leave is the best predictor for actual turnover (Sutherland & 

Jordaan, 2004).  Therefore several questions were included to measure 

turnover intention.  The questions ranged from directly requesting intention to 

leave to more subtle requests such as job satisfaction rating.  The questions 

were posed using a Likert rating scale (Zikmund, 2003).  The points on the 

scale ranged from 0 to 10.  All points carried equal weighting. 

 

Another integral part of the questionnaire was measuring how the firm scored 

on the six tenets of a democratic firm (Gratton, 2003).  The responses were also 

captured on a Likert rating scale similar to the previous section.  These 

questions were intended to objectively measure the openness of the firm’s 

management approach. 

 

The questionnaires were circulated in the firms as soon as the interviews were 

completed.  Respondents were given one week to complete the questionnaire.  

Due to the sensitive nature of the questions, no personal identifiers were 

requested. Questionnaires were distributed with accompanying envelopes to 

seal the responses and ensure privacy.  The employee questionnaire is shown 

in APPENDIX C. 
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4.7 Data analysis approach 

4.7.1 Analysis tools 

The data was analysed using NCSS Statistical System  and Microsoft Excel 

2007.  The complete product information is shown in APPENDIX D. 

 

4.7.2 Open management awareness 

To answer the first research question of whether small SA IT firms were aware 

of current open management practices, a one-sample t-Test was used 

(Zikmund, 2003) to determine if at least 50% of firms were formally aware of 

open management and practices.   

 

To run hypothesis 1a the awareness response variable was coded to represent 

a level of awareness as summarised in Table 9.  The rationale behind the 

coding is explained by the t-Test for two proportion inequalities in the NCSS 

statistical analysis software’s online documentation. The NCSS online 

documentation (NCSS, 2006 p.515-7) reads: 

Test Statistics – 2 Proportions – Inequality 
... 
Based on a study of the behavior (sic) of several tests, D’Agostino (1988) and 
Upton (1982) proposed using the usual two-sample t-test for testing whether 
two proportions are equal. One substitutes a ‘1’ for a success and a ‘0’ for a 
failure in the usual, two-sample t-test formula. The test statistic is computed as  

 
 
 
Table 9: Coding of awareness observations for hypothesis 1a 

Awareness  Point  
Not aware 0 
Aware of concepts / not formal 0 
Formally aware / well read 1 
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To run hypothesis 1b the awareness response variable was coded to represent 

a level of awareness as summarised in Table 10.  The same rationale behind 

the coding applies as in hypothesis 1a.  There is a limitation on this method in 

that the coded values are not measured and is rather based on the researcher’s 

assessment on the respondents’ level of awareness acquired during the 

interviews.  Different coding values would sway the results of this test. 

 

Table 10: Coding of awareness observations for hypothesis 1b 

Awareness  Point  
Not aware 0 
Aware of concepts / not formal 1 
Formally aware / well read 1 

 

 

4.7.3 Employee rating of open management practices 

To calculate the score for an employee’s rating of a firm’s OM practices, the 

variables in Table 11 was used.  Variables where a low value contributed to a 

high open management rating were reversed to align it with the other variables 

(Zikmund, 2003).  An average score for each tenet was calculated.  Each tenet 

was given an equal weighting to produce the mean score for the employee. 
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Table 11: Employee rating of open management variables 

Tenet Scale Analysis Question 

1 0-10 Reversed I am criticised often 

0-10 Direct I receive informal feedback from my manager 

0-10 Direct I am allowed to question the way the company is run 

0-10 Direct I am praised often 

2 0-10 Direct Successful people in the company continue to try new things 

0-10 Direct I am encouraged to develop new skills 

0-10 Reversed Career development is only offered to the stars in the company 

0-10 Reversed I am discouraged to develop new skills 

0-10 Direct I can choose the training which relates to my future development 

0-10 Direct I can take the initiative with my career path 

0-10 Direct New ideas and skills are valued in the company 

3 0-10 Reversed Ethnicity affects the future career opportunities for employees 

0-10 Reversed Future career opportunities for employees are based on favourites 

0-10 Reversed Internal politics affect the future career opportunities for employees 

0-10 Direct The ability to work flexible hours affects the future career opportunities for employees 

0-10 Reversed Future career opportunities are decided for me 

0-10 Reversed Age affects the future career opportunities for the employees 

0-10 Reversed Gender affects the future career opportunities for employees 

4 0-10 Direct I can choose my place of work 

0-10 Direct I can choose over the balance of pay and convenience arrangements 

0-10 Direct This company does all it can to help employees maintain a healthy work/life balance 

0-10 Direct I can collaborate with my manager when setting my work targets 

0-10 Direct I can collaborate on the choice of pay and benefit arrangements 

0-10 Direct I am rewarded only on performance 

0-10 Direct I can collaborate on the choice of pay and benefit arrangements 

0-10 Direct I can choose my hours of work 

0-10 Direct I can set my own work targets 

5 0-10 Direct There is a consistent pay scale across the firm 

0-10 Direct My manager has a high level of integrity 

0-10 Direct The personnel policies of the firm are fair 

0-10 Direct Employees are treated in a consistent and fair manner 

0-10 Reversed People compete against each other in a harmful manner 

6 0-10 Direct My goals are clearly defined 

0-10 Direct There is a common sense of purpose among the employees 

0-10 Direct My values and me manager’s values are similar 

0-10 Direct I am willing to put a great deal of effort beyond that normally expected in order to help the company 

0-10 Direct I really care about where this company is headed 

0-10 Direct There is a clear set of corporate values 

0-10 Direct I am inspired by the company to deliver their best in the way of job performance 

0-10 Direct People take responsibility for their own performance 

 

 

4.7.4 Categorisation of firms 

The open/closed categories were only known after data analysis were done on 

how employees rated the firms on the aforementioned variables. The 

employees’ scores were then rolled up for each firm.  Firms that scored above 

8.0 were categorised as open, while the rest were categorised as closed. 
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4.7.5 Employee turnover difference and significance 

To test whether the employee turnover differs between OM and CM firms an 

independent two-sample t-Test (Zikmund, 2003) was used that compared the 

mean employee turnover rates between them.  A firm’s historic turnover rate 

was calculated as: 

as: average size over two years 

es: number of employees 24 months ago 

et: number of employees today 

 

as = (es + et) / 2 

 

to: number of employees that voluntary left the firm 

ato: average turnover 

 

ato = to / as 

 
The same test was repeated to test whether turnover in OM firms were 

significantly less than that of CM firms. 

 

4.7.6 Employee turnover intention difference and significance 

To test whether the employee turnover intentions differed between OM and CM 

firms an independent two-sample t-Test (Zikmund, 2003) was used that 

compared the mean employee rating of management practices between OM 

firms and CM firms. 

 

4.7.7 Turnover candidates 

Employees who were unsure of working at the same firm next year (scores of 0 

to 5) were considered turnover candidates.  If they were in the process of 

looking for another job they were also considered as a turnover candidate. 
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4.8 Research limitations 

There is a limitation on the coding method used in hypothesis 1a and 1b. The 

coding values are not measured and are rather based on the researcher’s 

assessment of the respondents’ level of awareness.  Different coding values 

would sway the results of this test.  The Likert scale variables used to measure 

turnover intention and open management assessment record the values as 

judged by the employees.  It is difficult to know what a single summated score 

means (Zikmund, 2003).   

 

The size of the sample of firms was twelve.  Tests that are effective in large 

samples like the Z-test for comparing two proportions (Zikmund, 2003) are not 

effective for a sample of this size.  The appropriate sample size for 95% 

confidence level, study proportion of 50% and confidence interval of 5% is 384 

(Dimension Research, 2008). 

 

Some owners were reluctant to have the questionnaire circulated among all or 

most employees because they feared that there might be a conflict of interest 

with researcher, who is also a small IT business co-owner. 

 

The research did not measure employee perceptions on open management.  

The research also did not try to measure employment satisfaction in the 

respective firms or in the population.  Because the sampling was done across 

Gauteng, the generalisations could only be applied to Gauteng based firms and 

would only give an indication towards the adoption and effects of open 

management across all SA IT firms. 
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5 RESULTS 

5.1 Firm profiles 

More than half of the participating firms were older than 5 years.  The firms 

were well established and had sufficient time to experience employee turnover.  

The age groups and number of firms are summarised in Table 12. 

 

Table 12: Firm ages 

Age 
(years) Count 

1-2 2 
3-5 3 
6-10 5 
10+ 2 

 

 

66% of the firms had 20 employees or less.  The 1-5 and 11-20 bands had the 

most occurrences.  One firm had more than fifty employees and was included 

because in they were still under fifty employees in the last three years and only 

recently started growing at a high rate.  In the interview it was established that 

their values and culture still resembled a small sized firm.  The firm sizes and 

number of firms are summarised in Table 13. 

 

Table 13: Firm sizes 

Size Count 
1-5 3 
6-10 1 
11-20 4 
21-30 1 
31-40 1 
41-50 1 
50+ 1 
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75% of the participating firms provide software services or products.  66% of the 

firms provided consulting services.  It should be clear from the results that these 

firms operate in the knowledge economy.  The Other category included lines of 

business such as: support, business intelligence and mobile.  The lines of 

business and number of firms are summarised in Table 14. 

 

Table 14: Lines of business 

Line of business Count 
Software 9 
Consulting 8 
Hardware 3 
Other 3 
Training 2 
Networks 1 
Web hosting 1 
Web design 1 
Testing 1 

 

 

Most of the firms targeted low growth in the short term.  One firm had reached 

its target size and did not target further growth.  Three firms had high growth 

targets – doubling or tripling in volume and size – in the next two years.  The 

degrees of growth, number of firms and loyalty ratings and turnover intentions 

are summarised in Table 15. 

 

Table 15: Employee commitment per growth category 

Growth 
Category Firms 

Average employee rating 
Turnover 
intention No intention Turnover 

intention 
None 1 6.29 5.06 2/5 
Low 6 7.37 5.27 4/29 
Moderate 2 7.58 - 0/6 
High 3 8.33 - 0/13 
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Most firm owners believed that their employees were committed to their firms.  

In only two firms did the owners believe that commitment was not as they 

desired.  The perceived commitment and number of firms are summarised in 

Table 16. 

 

Table 16: Management’s rating of employee commitment 

Rated Commitment Count % 
Fully committed 5 42% 

Mostly committed 5 42% 

Somewhat committed 1 8% 

Doubt commitment 1 8% 

 

 

None of the firms in a high-growth phase reported a problem with commitment.  

Most of the low-growth firms reported desirable commitment levels.  The two 

firms where managers perceived undesirable commitment levels were in a low-

growth and moderate-growth phase.  The aggregate employee rating of tenet 6 

was used to measure employee commitment rating. 

 

Table 17: Perceived & rated commitment and growth phase 

Growth 
Category  

Perceived commitment 

Fully committed Mostly committed Somewhat committed Doubt commitment 

Firms Rating T/o 
intent Firms Rating T/o 

intent Firms Rating T/o 
intent Firms Rating T/o 

intent 

None - - - 1 5.80 2 - - - - - - 

Low 1 8.48 - 4 6.44 4 1 7.70 - - - - 

Moderate 1 7.13 - - - - - - - 1 7.67 - 

High 3 8.33 - - - - - - - - - - 
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5.2 Open management 

5.2.1 Open management awareness 

Three respondents have indicated that they either received training or were well 

read on OM practices.  Four respondents have never heard of the concept.  The 

rest indicated that they were aware of some individual practices but did not 

conceptualise them as a whole paradigm.  OM awareness is summarised in 

Table 18. 

 

Table 18: Awareness of OM among responding firms 

Awareness of OM Count % 
Not aware 4 33% 

Aware of concepts 5 42% 

Well read / training 3 25% 

 

None of the respondents were opposed to OM.  A common theme among most 

of the respondents was that the degree of OM that should be practiced 

depended on the ability of individuals to manage themselves.  The opinions 

about OM are summarised in Table 19 and Table 20.   

 

Table 19: Opinions about OM among responding firms 

Opinion about OM Count % 
Can work with people who can manage themselves. 
Cannot work with people who lack self management ability. 

4 33% 

Likes some of the concepts 5 42% 
Core belief 3 25% 

 

Table 20: Opinions about OM and awareness among responding firms 

Opinion about OM Not 
aware 

Aware of 
concepts 

Well read 
/ training 

Can work with people who can manage themselves. 
Cannot work with people who lack self management ability. 

2 2 - 

Likes some of the concepts 2 2 1 
Core belief - 1 2 
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5.2.2 Adult-adult relationships 

84% of firms reported a formal feedback cycle with employees.  This includes 

performance reviews, feedback and recognition.  Feedback cycle formality is 

summarised in Table 21. 

 

Table 21: Feedback cycle formality 

Feedback Count % Turnover 
intentions 

Formal 10 84% 6/45 
Informal 2 16% 0/8 

 

 

All the firm owners reported that good performers were praised in open forums 

and recognised in front of their peers.  84% of firm owners reported that good 

performances are rewarded with bonuses or other incentives.  One firm owner 

reported that they improve the immediate work setting for good performing 

employees, for instance purchasing a new laptop to do work.  Praising of good 

performers is summarised in Table 22. 

 

Table 22: Praising good performers 

Praise Count % Turnover 
intentions  

Recognition 12 100% 6/53 
Incentives / bonuses 10 84% 4/45 
Improve work environment 1 8% 0/3 

 

 

59% of firm owners reported that they criticise under performance with the 

employee behind closed doors.  33% of firm owners reported that all critique 

regarding work performance were levelled in open forums, such as an 
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implementation review meeting.  Criticism of under performance is summarised 

in Table 23. 

 

Table 23: Criticism of under performance 

Forum for criticism Count  % Turnover 
intentions  

Private 7 59% 3/30 
Open 4 33% 3/20 
Not necessary yet 1 8% 0/3 

 

 

5.2.3 Information transparency 

25% of firm owners reported complete transparency regarding pay information.  

The rest treated pay information as confidential.  Access to pay information is 

summarised in Table 24. 

 

Table 24: Transparency of pay information 

Pay information Count % Turnover 
intentions 

Open 3 25 0/11 
Confidential 9 75 6/42 

 

 

75% of firm owners reported that they share all information regarding strategy 

with their employees.  Access to strategic information is summarised in Table 

25. 

 

Table 25: Transparency of strategy 

Strategy information Count % Turnover 
intentions 

Open 9 75 4/36 
Mostly shared 3 25 2/17 
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25% of firm owners reported that they are completely open about all aspects of 

their financials including access to bank statements.  58% reported that their 

financial statements are accessible to all employees.  Access to financial 

information is summarised in Table 26. 

 

Table 26: Transparency of financial information 

Access to 
financial 

information 

Overall financial 
state Bank statement Financial 

statements 

Firms Turnover 
intentions Firms Turnover 

intentions Firms Turnover 
intentions 

Open 9 6/42 3 0/11 5 2/21 
Open - on request 0 0/0 0 0/0 2 0/8 
Partial 2 0/8 0 0/0 2 4/11 
Closed 1 0/3 9 6/42 3 0/13 

 

 

58% of firm owners reported that all trade information is accessible to 

employees.  In the remaining firms there were pockets of information where, for 

instance, project teams were not allowed to share data or source code because 

the respective customers were competitors.  Access to trade information is 

summarised in Table 27. 

 

Table 27: Access to trade information 

Trade secrets Firms % Turnover 
intentions 

Open to all 7 58% 1/26 
Pockets of information 5 42% 5/27 
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5.3 Human capital development 

84% of firm owners reported that employees carried significant influence on the 

direction of their development.  Influence on employee development is 

summarised in Table 28. 

 

Table 28: Influence on employee development 

Influence Count % Turnover 
intentions 

Firm 2 16% 2/8 
Employee 10 84% 4/45 

 

 

59% of firm owners reported that all employees had equal opportunity to 

development.  33% reported that juniors get preference to development 

opportunities because they expect their senior members to manage their own 

development requirements.  Access to development opportunities is 

summarised in Table 29 . 

 

Table 29: Development opportunities 

Development opportunities Count % Turnover 
intentions 

Equal opportunity to all 7 59% 3/28 
More opportunity to management 1 8% 1/5 
More opportunity to juniors 4 33% 2/20 
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5.4 Participation in conditions of association 

58% of firm owners reported that employees had more influence on how the 

package should be structured.  Influence on reward structure is summarised in 

Table 30. 

 

Table 30: Influence on reward structure 

Influence on reward structure Count % Turnover 
intentions 

Employee 7 58% 4/31 
Firm 5 42% 2/22 

 

 

67% of firm owners reported that they require employees to work from the 

central office or on site at the customer.  33% reported that they allow their 

employees to work from home and that they were measured on output and not 

presence.  Flexibility in work location is summarised in Table 31. 

 

Table 31: Place of work 

Place of work Count % Turnover 
intentions 

Office 8 67% 3/18 
Home 4 33% 3/35 

 

 

59% of firm owners reported that they require employees to work core hours.  

33% reported that they allow employees to manage their own time.  Two firm 

owners allow their employees to choose which days of the week they want to 

work.  Flexibility in time of work is summarised in Table 32 and Table 33. 
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Table 32: Hours of work 

Hours of work Count % Turnover 
intentions 

Core hours 7 59% 2/30 
Office hours 1 8% 1/5 
Flexible time 4 33% 3/18 

 

 

Table 33: Days of work 

Hours of work Count % Turnover 
intentions 

Normal workweek 10 84% 6/45 
Employee discretion 2 16% 0/8 

 

 

5.5 Employees 

53 employees were surveyed.  Their profiles are summarised in Table 34, Table 

35 and Table 36. 

 

Table 34: Employee age, tenure and IT career 

 Age Years in 
IT 

Years at 
firm 

Mean 31.06 6.26 2.96 
Std Dev 29.50 6.07 3.99 
Median 8.36 4.00 1.33 

 

 

Table 35: Employees gender 

Gender Count % 
Female 18 35% 
Male 28 55% 
Unspecified 5 10% 
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Table 36: Size of previous employers 

 Worked in 250+ 
co before 

(large) 

Worked in 50 - 
250 co before 

(medium) 

Worked in 1 -50 co 
before  
(small) 

Response Count % Count % Count % 
Yes 35 66% 25 47% 37 70% 
No 18 34% 26 49% 13 25% 
Unspecified 0 0% 2 4% 3 6% 

 

 

Unwillingness to work at the same firm in the next year was used as a proxy for 

turnover intention.  Six turnover candidates (11.3%) were identified.   

20 respondents indicated that they would move to another job for more money.  

Turnover intention among the respondents is summarised in  

Table 37. 

 

Table 37: Turnover intention indicators among employees 

 I have been 
looking for 

another job in 
the last six 

months 

I am looking 
for another job 

right now 

I still want to 
work here in 
the next year 

I would move 
to another job 

for more 
money 

I enjoy 
working at my 

present 
company 

Response Count Count Count Count Count 
Yes 8 4 47 20 49 
No 45 48 6 31 4 
Unspecified 0 1 0 1 0 
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The employees that had turnover intention scored significantly lower in each 

tenet than those with no intention as shown in Table 38. 

 

Table 38: Democratic enterprise tenets and turnover intention 

Democratic Enterprise Tenet 
Average score 

- Turnover 
intention 

Average score 
- No intention 

Adult-adult relationships 4.04 7.01 
Human capital investors 5.40 7.94 
Expression of diverse qualities 4.69 6.62 
Participation in conditions of association 3.57 6.31 
The liberty of some individuals is not at the expense of others 4.07 7.71 
Accountabilities and obligations 5.20 7.59 

 

 

20 out of 53 (40%) employees indicated that they would leave the firm for more 

money.  Turnover intention and market pull is summarised in Table 39. 

 

Table 39: Turnover intention and market pull 

Would move for more money Turnover 
intention 

No 
intention 

Yes 6 14 
No - 31 

 

 

Most of the employees who would move jobs for more money were from firms in 

the closed category.  Only one employee from the open category indicated 

moving jobs for more money. 

 

Table 40: Economic move factors and category 

I would move to another job for more money Closed Open 
Yes 19 1 
No 19 12 
 Unspecified 1 1 
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Employee specialities are summarised in Figure 2.  Although the speciality 

question indicated to select one entry, 17 of the 53 respondents incorrectly 

indicated multiple specialities.   

 

Figure 2: Employee specialities 
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5.6 Categorisation of firms 

The firms were ranked by averaging employee ratings per firm.  The firm codes 

in Table 41 are substitutes for their actual names and were used to guarantee 

anonymity.  Firms with ratings above 8 were categorised as open.  The rest 

were categorised as closed.  The open/closed categories are summarised in 

Table 41. 

 

Table 41: Firm categories – open / closed 

Firm  
Code 

Average  
Rating 

(Employees) 

Rank 
(Employees)  Category  

GG 8.88 1 Open 
SR 8.28 2 Open 
OO 8.06 3 Open 
G 8.01 4 Open 
O 7.44 5 Closed 
RO 7.44 6 Closed 
RG 7.12 7 Closed 
OG 7.06 8 Closed 
GO 6.81 9 Closed 
R 5.59 10 Closed 
RR 5.56 11 Closed 
GR 4.79 12 Closed 

 

 

Table 42: Employee ratings of six tenets 

Firm 
Code 

Adult-adult 
relationships 

Individuals as 
investors 

Expression of 
diverse 
qualities 

Participation 
in conditions 
of association 

Fairness 
Accountability 

and 
obligations 

GG 8.75 9.57 6.81 9.11 9.38 9.67 

SR 8.58 8.81 8.25 8.45 8.82 8.41 

OO 7.50 8.29 8.08 7.60 8.75 8.13 

G 8.08 8.64 7.92 6.05 8.90 8.48 

O 7.58 7.86 7.33 6.89 7.33 7.67 

RO 7.28 7.69 7.58 5.89 8.12 8.05 

RG 7.10 9.06 6.09 5.36 7.44 7.70 

OG 6.75 8.00 6.31 5.95 7.56 7.80 

GO 6.00 7.80 5.54 6.31 7.60 7.59 

R 6.05 5.89 5.29 5.20 5.48 5.63 

RR 5.42 6.93 4.79 4.40 6.20 5.60 

GR 3.70 5.11 5.26 4.61 4.25 5.80 
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Once the categories were established the turnover numbers per category were 

compared with each other.  The average turnover per firm over the last two 

years is summarised in Table 43. 

 

Table 43: Average turnover percentage in last 24 months per category 

Category Average 
turnover 

Closed 18% 
Open 3% 

 

 

The turnover intention ratio per firm was calculated and then compared for OM 

and CM firms as summarised in Table 44.   

 

Table 44: Turnover intention per firm 

Company 
Code Category  Responses  Turnover 

intention 

% of 
responses 

in firm  
GG Open 3 0 0 
SR Open 3 0 0 
OO Open 2 0 0 
G Open 6 0 0 
RO Closed 5 0 0 
O Closed 3 0 0 
RG Closed 5 0 0 
OG Closed 5 0 0 
GO Closed 4 1 25% 
R Closed 4 1 25% 
RR Closed 4 2 50% 
GR Closed 3 2 67% 

 

 

Six employees indicated turnover intention as described in Table 45 and Table 

46.  The average turnover per firm was calculated using equal weightings for 

each firm. 
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Table 45: Occurrences of turnover intention per category 

Category 
Turnover 
intention 

Average 
turnover 

Closed 6/39 21% 
Open 0/14 0% 

 

 

Table 46: Turnover intention per category - detailed 

 
Turnover 
intention 
response 

 
Closed Open 

Stay 

0 8 12 
1 8 - 
2 12 2 
3 4 - 

Unsure 
4 1 - 
5 5 - 
6 - - 

Leave 

7 - - 
8 - - 
9 - - 

10 1 - 
 

 

The four firms where the owners had indicated no prior knowledge of OM were 

also categorised as closed.  The split was quite even in the aware of concepts 

group.  The well read / trained group had a surprising result: one firm 

categorised as open and two as closed.  The open management awareness per 

category is summarised in Table 47. 

 

Table 47: OM awareness per category 

OM awareness Closed Open 
Not Aware 4 - 
Aware of concepts  2 3 
Well read/training 2 1 
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All six turnover intentions were recorded in firms that were categorised as 

closed.  Five of the six who identified turnover intentions were employed in firms 

which responded “Not Aware” to open management awareness.  During the 

interviews basic OM concepts were explained. 

 

Table 48: OM awareness - turnover intention per category 

OM awareness Closed Open 
Not Aware 5/21 0/0 
Aware of concepts 1/8 0/11 
Well read/training 0/10 0/3 

 

 

Four turnover candidates were employed in firms that believed OM practices 

could only work if employees could manage themselves.  OM opinions and 

turnover intention per category is summarised in Table 49. 

 

Table 49: OM opinions – turnover intention per category 

Opinion about OM Closed Open 
Can work with people who can manage themselves. 
Cannot work with people who lack self management ability. 

4/18 0/0 

Likes some of the concepts 2/16 0/8 
Core belief 0/5 0/6 
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5.7 Hypothesis tests 

5.7.1 Hypothesis 1a: Formal awareness 

Hypothesis 1a:  50% of firm owners formally know about or are well read on 

current OM practices.  Refer to 4.7.2 for an explanation of the variable coding 

and the test procedure.  Table 50 shows a summary of the hypothesis test run.  

Refer to APPENDIX E for detailed results of the hypothesis test run. 

 

H0: µOMF = 0.5 

HA: µOMF < 0.5 

 

H0 was rejected: p-Value = 0.040932. 

 

5.7.2 Hypothesis 1b: General awareness 

Hypothesis 1b:  50% of firm owners know about OM practices.  Refer to 4.7.2 

for an explanation of the variable coding and the test procedure.  Table 51 

shows a summary of the hypothesis test run.  Refer to APPENDIX F for detailed 

results of the hypothesis test. 

 

H0: µOMK = 0.5 

HA: µOMK < 0.5 

 

H0 was not rejected: p-Value = 0.867138. 
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Table 50: One-sample t-Test – formal OM awareness 

 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
OM_Aware_Formal 12 0.25 0.452267 0.1305582 -3.735675E-02 0.5373567 
T for Confidence Limits = 2.2010 
 
Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality 2.0466 0.040694 Reject normality 
Kurtosis Normality -0.0878 0.930031 Cannot reject normality 
Omnibus Normality 4.1964 0.122674 Cannot reject normality 
Correlation Coefficient  
 
T-Test For Difference Between Mean and Value Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.05) (Alpha=.01)  
OM_Aware_Formal<>0.5 -1.9149 0.081864 No 0.416114 0.174266 
OM_Aware_Formal<0.5 -1.9149 0.040932 Yes 0.559853 0.260642 
OM_Aware_Formal>0.5 -1.9149 0.959068 No 0.000279 0.000027 
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Table 51: One-sample t-Test – general OM awareness  

 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Aware_1b 12 0.6666667 0.492366 0.1421338 0.3538322 0.9795011 
T for Confidence Limits = 2.2010 
 
Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality -1.3021 0.192891 Cannot reject normality 
Kurtosis Normality -1.9129 0.055763 Cannot reject normality 
Omnibus Normality 5.3545 0.068751 Cannot reject normality 
Correlation Coefficient  
 
T-Test For Difference Between Mean and Value Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.05) (Alpha=.01)  
Aware_1b<>0.5 1.1726 0.265723 No 0.188574 0.058546 
Aware_1b<0.5 1.1726 0.867138 No 0.002983 0.000374 
Aware_1b>0.5 1.1726 0.132862 No 0.293189 0.098293 
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5.7.3 Hypothesis 2: CM turnover ≠ OM turnover 

Hypothesis 2: Turnover in CM firms ≠ turnover in OM firms.  The average 

turnover ratios were compared between CM and OM firms using a two-sample 

t-Test as shown in Table 52 and Table 53. The detailed results are shown in 

APPENDIX G and APPENDIX H. 

 

H0: µETCM = µETOM 

HA: µETCM ≠ µETOM 

 

H0 was not rejected (alpha=0.05): p-Value = 0.174606 for equal variances. 

H0 was rejected (alpha=0.08) p-Value = 0.076552 for unequal variances. 

 

5.7.4 Hypothesis 3: CM turnover > OM turnover 

Hypothesis 3: Turnover in CM firms > turnover in OM firms.  The same tests 

results for hypothesis 2 were used to evaluate hypothesis 3 and is seen in 

Table 52, Table 53, APPENDIX G and APPENDIX H. 

 

H0: µETCM = µETOM 

HA: µETCM > µETOM 

 

H0 was not rejected (alpha = 0.05): p-Value = 0.087303 for equal variances. 

H0 was rejected (alpha = 0.08): p-Value = 0.038726 for unequal variances. 
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Table 52: Two-sample t-Test (1) – turnover in OM firms vs. CM firms 

(alpha = 0.05) 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 8 0.1816668 0.2022865 7.151909E-02 1.255107E-02 0.3507826 
Category=Open 4 2.777778E-02 5.555556E-02 2.777778E-02 -6.062351E-02 0.1161791 
Note: T-alpha (Category=Closed) = 2.3646,   T-alpha (Category=Open) = 3.1824 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 95.0% LCL 95.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 10 0.1538891 0.1719588 0.1053028 -8.074021E-02 0.3885183 
Unequal 8.80 0.1538891 0.2097767 7.672408E-02 -2.026441E-02 0.3280425 
Note: T-alpha (Equal) = 2.2281,   T-alpha (Unequal) = 2.2699 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 1.4614 0.174606 No 0.262635 0.089932 
Difference < 0 1.4614 0.912697 No 0.001286 0.000149 
Difference > 0 1.4614 0.087303 No 0.388738 0.145859 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 2.0057 0.076552 No 0.431479 0.176764 
Difference < 0 2.0057 0.961724 No 0.000223 0.000023 
Difference > 0 2.0057 0.038276 Yes 0.580792 0.267770 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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Table 53: Two-sample t-Test (2) – turnover in OM firms vs. CM firms 

(alpha = 0.08) 
 
Descriptive Statistics Section  
   Standard Standard 92.0% LCL 92.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 8 0.1816668 0.2022865 7.151909E-02 3.533799E-02 0.3279957 
Category=Open 4 2.777778E-02 5.555556E-02 2.777778E-02 -4.459519E-02 0.1001507 
Note: T-alpha (Category=Closed) = 2.0460,   T-alpha (Category=Open) = 2.6054 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 92.0% LCL 92.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 10 0.1538891 0.1719588 0.1053028 -5.125127E-02 0.3590294 
Unequal 8.80 0.1538891 0.2097767 7.672408E-02 2.113227E-03 0.3056649 
Note: T-alpha (Equal) = 1.9481,   T-alpha (Unequal) = 1.9782 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .080 (Alpha=.050) (Alpha=.010)  
Difference <> 0 1.4614 0.174606 No 0.262635 0.089932 
Difference < 0 1.4614 0.912697 No 0.001286 0.000149 
Difference > 0 1.4614 0.087303 No 0.388738 0.145859 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .080 (Alpha=.050) (Alpha=.010)  
Difference <> 0 2.0057 0.076552 Yes 0.431479 0.176764 
Difference < 0 2.0057 0.961724 No 0.000223 0.000023 
Difference > 0 2.0057 0.038276 Yes 0.580792 0.267770 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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5.7.5 Hypothesis 4: CM turnover intention ≠ OM turnover intention 

Hypothesis 4: Turnover intention in CM firms ≠ turnover intention in OM firms.  

The mean scores were compared between OM and CM firms using a two-

sample t-Test as shown in Table 54.  The detailed results are shown in 

APPENDIX I. 

 

H0: µETICM = µETIOM 

HA: µETICM ≠ µETIOM 

 

H0 was rejected: p-Value = 0.000008 for unequal variances. 

 

5.7.6 Hypothesis 5: CM turnover intention > OM turnover intention 

Hypothesis 5: Turnover intention in CM firms > turnover intention in OM firms.  

Note that the variable should be reversed for a direct mapping to turnover 

intention.  The actual value was used in this test. A lower score means higher 

turnover intention; a higher score means lower turnover intention.  The same 

tests results for hypothesis 4 were used and are seen in Table 54 and 

APPENDIX I. 

 

H0: µETICM = µETIOM 

HA: µETICM > µETIOM 

 

H0 was rejected: p-Value = 0.000004 for unequal variances. 
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Table 54: Two-sample t-Test – turnover intention in CM firms vs. OM firms 

 
Variable Work_here_next_year 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 39 7.897436 1.930297 0.3090949 7.271706 8.523166 
Category=Open 14 9.714286 0.7262731 0.1941046 9.294949 10.13362 
Note: T-alpha (Category=Closed) = 2.0244,   T-alpha (Category=Open) = 2.1604 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 95.0% LCL 95.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 51 -1.81685 1.706084 0.5315475 -2.883976 -0.7497237 
Unequal 50.79 -1.81685 2.062406 0.364988 -2.549667 -1.084033 
Note: T-alpha (Equal) = 2.0076,   T-alpha (Unequal) = 2.0078 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 -3.4180 0.001247 Yes 0.918195 0.767444 
Difference < 0 -3.4180 0.000624 Yes 0.957944 0.841419 
Difference > 0 -3.4180 0.999376 No 0.000000 0.000000 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 -4.9778 0.000008 Yes 0.998260 0.987342 
Difference < 0 -4.9778 0.000004 Yes 0.999453 0.994071 
Difference > 0 -4.9778 0.999996 No 0.000000 0.000000 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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6 DISCUSSION OF RESULTS 

6.1 Open management awareness 

Employee turnover is a key study area within HRM.  Most of the literature 

related to OM was found in the HRM field.  The literature revealed two 

contradictory positions about HRM in small firms: (1) little priority is given to 

HRM in small firms (Wilkinson, 1999) and (2) HRM ranks as the second most 

important management activity for small business managers (Rutherford et al., 

2003).  The degree of OM awareness was measured to test the validity of these 

positions in the SA IT context. 

 

Hypothesis 1a was rejected and hypothesis 1b was not rejected.  It could be 

interpreted as there is awareness of open management practices in small SA IT 

firms, but not formally integrated into the business.  This result supports the 

notion that small firms do not formalise their working strategies, let alone 

integrate human resource development plans into them (Ritchie cited in 

Wilkinson, 1999). 

 

Table 18 shows that 25% of small SA IT firm owners formally know about OM.  

It is considerably higher than the expected HRM training portion of 10% 

(Finscope, 2006).  It still supports Wilkinson (1999): little priority is given to HRM 

in small firms.   

 

However, 42% of owners are aware of the concepts, which could also be 

interpreted as them approaching HRM from directions other than OM.  As the 

literature shows, for example Branham (2005), OM concepts, advantages and 
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disadvantages are well known in the employee retention discipline.  Considering 

that the human contingent is the only real asset a small business has (Quader, 

2007), one could expect owners to explore several ways to reduce turnover.  

This lends some weight to HRM’s second most important status in small firms 

(Rutherford et al., 2003).   

 

However, the result that 33% of firm owners had no prior knowledge of OM 

supports Wilkinson’s position: little priority is given to HRM in small SA IT firms. 

 

6.2 Open management opinions 

The results in Table 19 and Table 20 lead one to ask why the respondents aired 

the various opinions.  For instance, the assumption from 33% of respondents 

that OM could only work if people can manage themselves shows that they are 

not in touch with the modern psychological contract: employees who feel trusted 

are less likely to leave.  The psychological contract has changed - workers now 

manage themselves (Sutherland & Jordaan, 2004).   

 

Two out of three firm owners who were trained or well read in OM practices also 

hold it as a core belief.  This indicates that once owners become skilled in the 

paradigm they adopt it.  This should be encouraging news for OM practitioners.  

However, only one of the three was rated as open by the employees.  Thus 

adoption does not necessarily translate into proper execution.   

 



 
 

 
 68   

6.3 Open management in practice 

None of the firms that were categorised as open, had employees with turnover 

intentions.  From the results it is clear that OM should be practiced in its 

entirety; firms that implemented some individual practices still had turnover 

intention.  The OM practices encountered at the various firms are covered in the 

following sections.   

 

6.3.1 Adult – adult relationships 

Table 21 shows that most firms follow formal feedback cycles.  All the turnover 

intentions were from the formal feedback group.  This could indicate that it is not 

acceptable for employees to be slotted into company schedules and processes.  

Knowledge workers are extremely individualistic and thus need flexibility to suit 

their own special needs (Kinnear & Sutherland, 2000;  Sutherland & Jordaan, 

2004).  Thus they want to give and receive feedback on their schedules.   

 

All the firms claimed they praised good performers in open forums.  Table 22 

shows that this specific practice does not necessarily reduce turnover intention.  

Tangible benefits had slightly better turnover intention numbers than praise.  

Thus, praise alone does not reduce turnover intention.   

 

Table 38 shows that employees with turnover intention rated adult-adult 

relationships within their firms as the second lowest of the six tenets.  It is clear 

that employees and owners differ on how they rate the level of the relationship.  

As adult-adult relationships mostly deal with feedback, it is important though to 

give feedback to employees and recognise their efforts to keep them engaged 
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and trusting of management (Branham, 2005).  When there is little or unclear 

feedback then employee turnover intention will increase.  Table 23 shows that 

the proportionate turnover intention in open forums was higher than in closed 

forums.  Thus, negative feedback should be handled with care, especially in 

small firms.   

 

6.3.1.1 Transparency of strategy 

Table 25 shows that most firms are open about sharing strategy information 

with employees.  Turnover intention is proportionately the same in both groups.  

Thus one could conclude that complete transparency of strategy does not 

impact turnover intention.  Research is needed to find the minimum level of 

strategy transparency needed to keep employees engaged and committed. 

 

6.3.1.2 Transparency of financial information 

Table 26 shows that information transparency regarding the overall financial 

state is in line with one of the disadvantages of open management: too much 

information could scare employees, especially bad news or forecasts  

(Semler, 1993).   

 

The turnover candidates were all from the group that did not disclose their 

banking statements.  One could argue that this lack of trust towards employees 

contributes to their intention to leave.  Employees who have been allowed to 

share in other parts of the firms’ sensitive information such as strategy is well 

justified in doubting their managers if some information is hidden.  Breakdown 

of trust has been identified as a major contributor to employee turnover 
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(Sutherland & Jordaan, 2004;  Branham, 2005); thus one could conclude not 

sharing all information when some sensitive information is already shared could 

lead towards employee turnover. 

 

6.3.1.3 Transparency of trade information 

Continuing on the topic of trust, Table 27 also shows that trusting employees 

with trade information leads towards lower turnover intention which is consistent 

with Sutherland & Jordaan (2004), Branham (2005) and Marshal et al. (2006).  

In the firms where there were pockets of information, turnover intention was 

clearly higher.  The same argument as with banking statements could be 

applied here.  An employee would be justified in asking “What are they hiding? 

Why do they not trust me?” 

 

To counter this argument, one might take the perspective of the customer, who 

could insist on project members entering non-disclosure agreements and being 

isolated from the rest of the firm in order to protect sensitive information, 

especially in IT such as algorithms, source code and IT architecture.  This is not 

an uncommon approach in the industry.  However, managers could do well in 

explaining in broad terms to employees what is inside Pandora ’s Box instead of 

revealing all and also why the information cannot be shared.  This is more in 

line with being treated like an adult and could smother intentions to leave the 

firm (Gratton, 2003, Branham 2005). 
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6.3.2 Fairness 

6.3.2.1 Transparency of pay information 

The topic of pay confidentiality remains controversial.  During the interviews 

several respondents questioned the sanity of opening pay information 

throughout the firm.  Table 24 shows that 75% of firms keep their pay 

information confidential.  Yet all the turnover candidates were in these firms.   

 

With open pay information employees can judge fairness of pay scales for 

themselves and also negotiate salaries that aligned to their own value 

propositions (Semler, 1993).  In this way healthy internal competition and self-

regulation are created which is also perceived as fair.  The observation that 

there are no turnover candidates in firms with open pay information policies 

suggests that fairness (created by transparency) should be included in retention 

policies.  This contradicts Capelli (2000a) who states that one should only target 

key employees with retention policies and not bother with those who are easy to 

replace. 

 

Furthermore, research is needed to measure the impact of this factor in 

isolation as well as the desirability of it among employers, employees and 

customers. 

 

6.3.2.2 Development opportunities 

Table 29 shows that giving more development opportunity to juniors instead of 

striving for equality has no significant effect on turnover intention.  Employees 

would tolerate juniors getting up to speed disproportionately but not so with 
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management as they already have superior positions and more emphasis on 

their development would be deemed as unfair by employees. 

 

6.3.3 Human capital development 

Table 28 shows that the proportionate turnover intention is lower in firms where 

employees have significant influence on their development paths than in firms 

where they have none.  When employees can choose their destiny they will be 

more committed and thus show lower turnover intention (Gratton, 2003;  

Branham, 2005). 

 

In the interviews it was ascertained that most firm owners (83%) were willing to 

reimburse employees for tuition, but only if it directly related to the firm’s line of 

business or would benefit them in some way.  Unrelated studies were seldom 

sponsored.  Being in position to carry the costs of tuition creates an opportunity 

for employers to lock employees into work-back agreements which would result 

in a barrier to exit for employees. 

 

6.3.4 Participation in conditions of association 

Table 31 shows that employees in firms that offer a flexible place of work have 

lower turnover intention than those that do not.  This supports literature such as 

Kinnear & Sutherland (2000) and Sutherland & Jordaan (2004) which state that 

knowledge workers in SA have are high individualistic and demand flexible 

arrangements with their employers. 
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Table 32 and Table 33 show that firms that offer flexible workdays are more 

effective in lowering turnover intention than those that offer only flexible work 

hours.  Being able to work a four day week does require a high degree of trust 

from management and a high degree of self discipline from the employee.  This 

supports literature such as Rousseau (2004) and Quader (2007).   

 

The higher proportion of turnover intention in firms that offer flexible time (Table 

32) and/or flexible reward structures (Table 30) is partially supported by 

literature such as Kinnear & Sutherland (2000) and Sutherland & Jordaan 

(2004) which indicate that there are other factors which lead towards turnover 

that are more important than flexible hours or rewards structures. 

 

6.3.5 Obligations and accountability  

Table 15 shows a correlation between growth category and commitment.  In the 

firm that targeted no growth, turnover intention was proportionately the highest 

and commitment related scores the lowest.  This is partially consistent with 

Rutherford et al. (2003) who found that retention was most problematic in 

moderate growth firms and lowest in high growth firms.  In these results, 

turnover was most problematic where growth was low. 

 

Table 16 shows that most managers believed that their employees were mostly 

or fully committed.  Table 17 shows a disconnection between the firm owners’ 

perception of commitment and employees’ rating of their commitment in low and 

no-growth firms. 
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ITWeb (2006) showed that challenge of job/responsibility and career prospects 

are number one and four in the most important retention factors for SA IT 

personnel.  In the aforementioned firms, employees show low commitment 

because in an environment of low/no growth they are probably stagnating 

and/or the amount or level of challenges has tapered off.  Not surprisingly, 

turnover intention were also highest (and present only) in these two blocks.  The 

firms have reached a plateau and the employees are becoming frustrated.  

They perceive no further growth opportunities and thus enter the job market.  

Perhaps the most important factor is that the firm owner is clearly disconnected 

with employee perception and this is further driving turnover intention. 

 

Table 17 further shows that employee commitment was in line with the owners’ 

perception in high growth firms.  One could argue that in high growth firms both 

the owners and employees are positive and are working towards a clear and 

common goal.  Low turnover problems for firms in high growth stage is 

consistent with Rutherford, et al. (2003) 

 

6.4 Differences in employee turnover and turnover intention 

The results from Table 43 and hypothesis 2 show that the historic turnover ratio 

is higher in closed managed firms than in open managed firms, but only with a 

confidence level of 92%.  Yet one leans towards concluding that historic 

turnover differs between OM and CM firms for the population.  The results from 

hypothesis 3 show that OM firms have lower historic turnover than CM firms – 

again with a confidence level of 92%.  A larger sample would present more 

conclusive evidence. 
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With the low confidence level of testing for differences in historic turnover, we 

turn to turnover intention.  Table 37 shows that 6 of the 53 employees had 

intentions of leaving their present employer.  Table 38 shows that the turnover 

candidates also scored their firms significantly lower on the democratic 

enterprise tenets than employees that had no intention of leaving.   

 

Table 44 and Table 45 show that turnover intention only occurred in CM firms.  

This is surprising, because one would expect some movement in OM firms if 

one looks at historic turnover (Table 43).  A bigger sample of companies and 

employees would probably include some turnover candidates to match historic 

turnover.   

 

Both hypotheses 4 and 5 were rejected with a confidence level of 95%.  The low 

p-values of 0.000004 and 0.000008 respectively indicate that these hypotheses 

could have been rejected at a 99% confidence level.  One can therefore 

conclude that OM does negatively influence employee turnover intention.  This 

supports Branham (2005) that predicted that participation, engagement and 

trust will lead to higher levels of commitment and loyalty. 

 

Table 39 shows that the turnover candidates were all from the group that would 

move to another firm for more money.  Seeing that no candidates came from 

the stay or the open groups (Table 44, Table 45), one could argue that OM’s 

retention factors are stronger than market-pull.  Table 40 provides more 

conclusive evidence:  One of the 14 employees (7%) in the open category 

indicated moving to another job for more money while 50% of the closed group 

indicated the same. 
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This is consistent with the findings of Kinnear & Sutherland (2000) in particular 

and the psychological school of thought on turnover in general.  Independence, 

individualism and personal achievement are the fundamental needs of 

knowledge workers. 

 

6.5 Modern retention policies and open management 

Having showed that OM practices did have a negative impact on historic 

turnover (at a low confidence level) and more importantly on turnover intention 

(at a high confidence level); one could ask if there is a difference between 

modern retention policies and the HRM aspect of OM.  And if there is little 

difference, would modern retention policies be as effective outside of an OM 

environment?   

 

OM goes beyond just retaining employees.  It aims to increase business 

performance on all aspects by enhancing the output from employees on a 

sustainable basis as mentioned by Ackoff (1989). 

 

When managers seek fairness in a small IT firm they go against Capelli’s 

(2000a) targeted retention programmes.  All employees in the firm have equal 

access to trust, information, flexibility, participation and gains.  Capelli (2000a) 

argues that one should concentrate on the key employees and not bother with 

those that are easy to replace.  In small firms this would be difficult to implement 

because special attention will hardly go unnoticed and it would undermine an 

open and honest culture sought after by knowledge workers.   
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OM offers job, time and workplace flexibility with wide areas of responsibilities.  

This implies a relational psychological contract between the firm and the 

employee.  When there are breaks in the contract, the loyalty and the adult-

adult relationships, created by OM, lead towards resolution and continued 

tenure.  This supports Rousseau (2004) and Van Wert (2004). 

 

Table 42 shows that three out of the four OM firms scored above 8 in the adult-

adult relationship section that mostly deals with feedback.  In OM small firms 

employees receive regular and candid feedback, albeit informal.  Modern 

retention policies also prescribe regular feedback from various stakeholders, 

including self, for example 360 degree feedback (Agarwal & Ferratt, 2002).  

Small IT firms are likely not to have the HRM capacity to implement formal 

feedback mechanisms, thus the informal approach is adopted.  OM’s feedback 

concepts are well aligned with modern retention policies.  However the literature 

did not show that participation in managing the firm as a retention policy.  In that 

sense there is an important difference between OM and modern retention 

policies. 

 

Table 42 shows that only two firms have scored above 8 in the participation in 

conditions of association section.  In truly OM firms, employees participate in 

setting up their reward structures as well as setting their pay.  Semler (1993) 

argues that this creates a culture of self regulation.  Employees would ensure 

that their peers contribute in proportion to what they earn.  In this way the 

management burden is lifted from managers.  The overall scoring in this section 

indicates that most owners are not comfortable with letting employees set their 

own price.  Flexibility and lifestyle accommodation also directly links to this 
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section where employees can choose their hours and place of work to suit their 

needs.   

 

Table 42 shows that all OM firms scored consistently above 8 in the individuals 

as investors section.  This is also well aligned with modern retention policies 

where there is a high emphasis on developing skills and creating a career path 

within the firm.   

 

Table 42 shows that open all four OM firms scored above 8 in the fairness and 

accountability and obligations sections.  Organisational stability and security link 

to information transparency and commitment.  When employees have complete 

insights into the state of the business then they would contribute to keeping it at 

a healthy state (Semler, 1993).  When there are downturns beyond their control 

they would understand it and contribute to management decisions, even those 

that might affect them.  Thus employees would clearly understand the state of 

the business and would be less intent to leave when rumours abound (Semler, 

1993). 

 

6.6 Turnover factors 

Although the results have shown that OM reduces turnover in small SA IT firms 

from a psychological influence it is still important to note that the market-pull is 

still a factor.  Table 37 shows that 20/53 (38%) indicated move to another job for 

more money.   
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This is important to keep in mind if more firms adopt OM.  Employees who are 

staying put do so because the psychological benefits and cost of moving 

outweigh the economic benefits.  But when more firms start to offer the same 

psychological benefits then one could argue that economic forces will gain 

relative strength.  Owners must therefore keep in touch with the psychological 

needs from their employees as well as pay attention to their economic needs.  

One should not neglect the one for the other and expect employees to remain 

satisfied. 

 

6.7 Retention risks 

Table 26 shows that all the turnover candidates were from firms that were open 

about their overall financial state.  Two of the six were from firms that granted 

access to their financial statements.  The other four were from firms who 

granted partial access.  From these results one could argue that access to the 

firm’s financial information could be a catalyst for turnover.  It would be difficult 

to argue that access to information is a direct cause for turnover.  This supports 

the view of Semler (1993) that employees could see the state of the firm for 

themselves and expedite the intention to leave if they do not like what they see.  

But what if employees are not given access to financial information?  Then 

there will be no point in practicing any form of open management.  Access to 

information will allow employees to make decisions for themselves and also 

contribute to improving the state of the firm sooner with less convincing needed.   

 

Another information transparency risk is access to trade information.  Table 27 

shows that turnover candidates were from firms that had pockets of information.  
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This was mostly done to protect the interest of their customers.  One could 

argue that if access to information could expedite turnover and OM firms would 

also experience turnover (albeit minimal) then not protecting information within 

the company could possibly result in leaks. 

 

6.8 Small IT firms and open management 

Table 41 shows that there were four other firms that were not far away from 

being categorised as OM.  This is consistent with Wilkinson (1999) and Peter 

(2007) who found that small firms naturally lend themselves towards being 

managed in an open or democratic way.  With more awareness and training 

these firms can move into the open category with little effort.  The onus is on 

owners / managers / senior employees to empower others (Quader, 2007).  The 

professionals in small IT firms are likely to be experts within their fields and in 

open management environments they will be able to manage themselves more 

effectively as they would know what the required processes and controls are 

produce the expected outputs. 
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7 CONCLUSION 

7.1 Possible models 

Figure 3: Possible turnover candidate predictor based on OM/CM ratings 
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The open/closed rating of the firm is possibly an indicator for turnover intention.  

 
The model should be read as follows: 

Quadrant 1 : When a firm has objectively been measured as CM and an 

employee perceives it as OM, the employee is likely to be content. 

 

Quadrant 2 : When a firm has objectively been measured as OM and an 

employee perceives it as OM, the employee is likely to be loyal and committed. 

 

Quadrant 3 : When a firm has objectively been measured as CM and an 

employee perceives it as CM, the employee is likely to be turnover candidate. 

 

Quadrant 4 : When a firm has objectively been measured as OM and an 

employee perceives it as CM, the employee is likely to be turnover candidate. 
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7.1.1 Practical considerations 

It could be difficult to extract candid feedback from employees and be able to 

identify them.  Owners could engage with employees with probing questions 

such as those contained in the employee questionnaire (APPENDIX C).   

 

To get an objective rating of the firm one should quantify more variables from 

the management interview (APPENDIX B) as well as survey the employees as 

this study has done. 

 

7.1.2 Model origins 

The model is based the historic turnover in Table 43 and on the turnover 

intention results in Table 38, Table 40 and Table 46. 

 

Quadrants 1, 2 and 3 are based on the results in Table 38, Table 40 and Table 

46.  Turnover candidates consistently scored the firm lower on each of the six 

tenets of a democratic firm.  One of the six candidates was absolute about 

leaving while the 5 others were unsure about staying (Quadrant 1). 

 

The rest of the employees in the CM firms did not show doubt about staying.  

They seemed to be content (Quadrant 2).  If they move to other jobs it is likely 

to be for more money.  The employees in the open category were absolute 

about staying.  Their loyalty and commitment are not in doubt (Quadrant 3).  

They would probably not move for more money. 
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Quadrant 4 is a deduction from the literature and Table 43.  First, there were 

historic turnover in firms from the open category.  Second, when a relational 

contract is broken the sense of loyalty usually leads to some sort of resolution.  

Non-resolution invariably leads to turnover (Atkinson, 2006).  It is also 

supported by Malos & Campion (2000) that state that in options-based firms an 

employee is likely to leave the firm if they fail to create a bond.  Eccles (1993) 

also supports this notion: if employees see no follow-through on their input they 

are likely to leave. 

 

7.2 Recommendations 

Owners of small IT firms and their employees should learn more about OM.  

More literature about enterprise democracy, empowerment and flatteners are 

emerging.  The world is moving towards liberalisation at an individual level 

(Friedman, 2003).  Historically countries became liberalised, then companies 

and now individuals.  Workers will demand more customisation from their 

employers. 

 

Small IT firm owners should learn how to customise employment arrangements 

for their workers.  Knowledge workers in South Africa are highly individualistic 

and demand flexibility and specialised work arrangements (Kinnear & 

Sutherland, 2000;  Sutherland & Jordaan, 2004).  This leaves an opportunity for 

HR IT systems that are highly configurable and parameter driven. 
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Small IT firm owners should not rely on OM alone to retain their key people.  

The demand for skills in the market is at historically high levels.  Proper 

attention should still be given to paying employees competitive market salaries. 

 

It is possible to measure turnover intention by measuring the OM or CM factors 

of a firm.  As seen in this research, turnover candidates consistently scored the 

firm lower on each of the six measured categories. 

 

Small IT firm owners, managers and senior employees should empower 

employees in the firm and relinquish some control.  Employees who are trusted 

will be less likely to leave (Branham, 2005).   

 

Employees in small IT firms should conduct basic market research to determine 

their scarcity and market worth.  This will give them leverage when demanding 

more power. 

 

Small IT firm owners should treat employees like adults (Gratton, 2003).  

Employees should be trusted to manage their own time and outputs.  Marshal et 

al. (2006) state that micromanagers hamstring employees by keeping them 

from performing to their potential and smothering creativity.   

 

Owners should also be careful not to over extend kindness and engage 

employees on a parent-child relationship (Gratton, 2003).  Feedback should 

honest and timely.  Mistakes should not be punished but rather be corrected 

though remedial actions such as training or coaching.  Praise should be given in 

a manner that the employee is comfortable with. 
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Small IT firm owners should treat all employees fairly and consistently (Gratton, 

2003).  When a concession is made to an employee the firm should be 

prepared to repeat it to other employees.  Failure to do so will be perceived as 

unfair treatment.   

 

Employees should demand fair treatment as well as access to information in 

order to assess fairness.  When employers do not want to share information 

that would help assess fairness, it should be a clear signal to employees that 

they are employed in a CM firm.   

 

Small IT firm owners should engage in more human capital development.  

Tuition, even non-work related, should be sponsored.  It presents an opportunity 

for the firm to recruit and keep high quality employees for longer periods 

(Capelli, 2004).  Work-back agreements could be entered into in order to 

guarantee tenures. 

 

Small IT firm owners should continue to drive commitment among employees 

by communicating strategy, vision and values on a consistent basis (Gratton, 

2003).  Employees should participate when these are derived.  Further, these 

elements should not be under review once a year as is done in many firms, but 

rather be subject to criticism and change on a continuous basis. 
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7.3 Research opportunities 

This research has revealed several future research opportunities.  Some CM 

firms also experienced no turnover intention; we need to understand what other 

factors contribute to employee retention within small businesses.  Many OM 

practices appear radical when compared to traditional management practices.  

We need to understand what the appropriate level of OM should be to achieve 

employee retention as well as the other promised effects. 

 

The entrepreneurial business owner sets up a firm with the goal of selling it in 

the future.  We need to understand whether OM creates extra value for the 

entrepreneur.  We also need to understand what the appropriate level of OM is 

to realise an optimal value. 

 

When CM firm owners opt to implement OM, radical change could ensue.  

There would be changes in culture and relationships within the firm.  Research 

is needed to help define a generic change strategy for implementing OM in CM 

firms. 
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7.4 Final thoughts 

IT workers in SA enjoy high market demand and are thus mobile.  These 

workers fall into the knowledge worker category.  It has been shown in the 

literature that this group of workers are individualistic and demand high levels of 

flexibility and customisation.  OM offers an answer to their demands by 

increasing autonomy, responsibility, stimulation and trust.  In this way the 

knowledge workers are more engaged and less likely to leave the firm due to 

positive psychological factors.  The retention risks from OM were not evident.  

Respondents did give their views on sharing too much information and trusting 

people too much.  However, the all the turnover candidates were from CM firms.   

 

Finally, physiological turnover factors were found to be stronger than economic 

turnover factors within the small SA IT firm context.  If the small business owner 

can identify when an employee is in the process of deciding to leave, he / she 

could still convert the employee’s intention by adopting OM practices. 
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APPENDIX A: Databases of small SA IT firms 

 

 

1. Ananzi 

http://www.ananzi.co.za/catalog/ComputersandInternet/index.html 

 

2. EasyInfo 

http://www.easyinfo.co.za/ 
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APPENDIX B: Management interview 
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Consent Form 

The impact of open management on employee retention in small 
information technology firms in South Africa 

 

I am doing research on the relationship between open management practices in small 
South African IT firms and their employee retention.  To that end, you are requested to 
participate in an interview.  This will help us better understand if open management 
practices are worthwhile and also if it serves the interests of all stakeholders. The interview 
will not take more than 60 minutes of your precious time. 
The research process is extended by circulating an employee questionnaire amongst the 
employees in the company. 
 

Some information 
 
Small firms are classified as having 1 to 50 employees. 
 
Open Management is a collective term for management practices that enhance employee 
participation in the running of the organisation.  Within an open managed organisation employees 
are trusted with more responsibility and are thus empowered in various ways to achieve their 
objectives. 
 
Open management practices include, but are not limited to, the following: 

• information transparency, 
• gain sharing (profits or equity), 
• variable work locations and times, 
• candid feedback, 
• democratic decision making, 
• self management. 

 
NB: Your participation is voluntary and you can withdraw at any time without penalty.  Of course, all 
data will be kept confidential.  All the responses will be aggregated and your company name will 
not be tied to any particular result.  By ticking the box below and completing the survey, you 
indicate that you voluntarily participate in this research, and give permission for further use of the 
data.  If you have any concerns, please contact me or my supervisor.  Our details are provided 
below. 
 

Indicate your consent by ticking this box  ���� 
Indicate company consent by ticking this box  ���� 
 
Researcher: Vorster Swanepoel  073 284 3617   vorsters@yahoo.com 
Supervisor :  Dr. Caren Scheepers  082 922 7072  caren.scheepers@irodo.com 
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Age of company – years 
 

 

Line of business (select one or more) 
 

Software 
Hardware 
Networks 
Training 
Consulting 
Web hosting 
Web design 
Testing 
 
 
Other: ___________ 
 

Number of owners 
 

 

Number of employees 
 

 

Number of management staff 
 

 

Number of employees voluntary left in the last 24 months 
 

 

Number of employees joined in the last 24 months 
 

 

Are you familiar with any of the following terms?  
• Open management 
• Democratic enterprise 
What are your opinions of the aforementioned? 
 

 

Explain your growth targets for the next two years 
 
(Employee turnover can severely hurt a small company 
when it is in a growth phase) 
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Adult – Adult Relationships  
 
Let’s talk about company relationship with the employees. 
 
Describe the feedback cycle to employees? 
 
 
 
 
 
 
 
 
 
Is it formal? 
 
 
 
 
 
 
 
How does the company praise its performers? 
 
 
 
 
 
 
How does the company criticise under performance? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
 99   

 
Individuals as investors  
 
Let’s talk about employee development / human capital development. 
 
Describe the process of employee development planning. 
 
 
 
What influence does the employee have in the direction of his/her development? 
 
 
 
 
Do you offer the same level of career development to all employees? 
(stars=more vs. low performers=less?) 
 
 
 
 
How do employees develop new skills? 
 
 
 
 
 
Who are the contributors to new ideas? 
(stars vs. low performers?) 
 
 
 
 
How are new ideas from employees integrated into the company’s operations/strategy? 
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Expression of diverse qualities  
 
Let’s talk about the mix of people in the company. 
 
 
Does the company make a deliberate  effort to have a workforce that is representative 
of the South African population? 
 
 
How do you manage diversities such as 

• religion 
 
 
 
 
 

• gender 
 
 
 
 
 

• age groups 
 
 
 
 

• race 
 
 
 
 
 

• culture 
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Participation in conditions of associati on 
 
Let’s talk about the influence employees have in their conditions of work. 
 
How does the company set work targets (process)? 
 
 
 
 
 
 
How does the company set employee reward structures (process)? 
 
 
 
 
 
 
How does the company define the place of work for employees? 
 
 
 
 
 
 
How does the company define the hours of work for employees? 
 
 
 
 
 
 
 
 
How does the company provide a healthy work/life balance for employees? 
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The liberty of some individuals is not at the expense of others  
 
Let’s talk about fairness in the company. 
 
Describe the level of information transparency in the company: 
 (some prompts) 

• Pay information 
 

 
 
 

• Strategy 
 

 
 
 

• Finances / Financial situation 
 
 
 
 

• Trade secrets 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
How does the company deal with office politics? 
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Accountabilities and obligations  
 
Let’s talk about accountability and obligations in the company. 
 
 
How does the company ensure a common sense of purpose among the employees? 
(vision, goals, mission, objectives etc.) 
 
 
 
 
 
 
How does the company derive its values and communicate them to the employees? 
 
 
 
 
 
 
 
How committed would you say the company’s employees are? 
 
 
 
 
 
 
How do you get commitment from employees? 
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APPENDIX C: Employee questionnaire 
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Research Questionnaire Consent Form 

The impact of open management on employee retention in small 
information technology firms in South Africa 

 

I am doing research on the relationship between open management practices in small 
South African IT firms and their employee retention.  To that end, you are requested to 
respond to the questionnaire given below.  This will help us better understand if open 
management practices are worthwhile and also if it serves the interests of all 
stakeholders. The questionnaire will not take more than 30 minutes of your precious 
time. 
 

 

Some information 
 
Small firms are classified as having 1 to 50 employees. 
 
Open Management is a collective term for management practices that enhance employee 
participation in the running of the organisation.  Within an open managed organisation 
employees are trusted with more responsibility and are thus empowered in various ways to 
achieve their objectives. 
 
Open management practices include, but are not limited to, the following: 

• information transparency, 
• gain sharing (profits or equity), 
• variable work locations and times, 
• candid feedback, 
• democratic decision making, 
• self management. 

 
NB: Your participation is voluntary and you can withdraw at any time without penalty.  Of 
course, all data will be kept confidential.  By ticking the box below and completing the survey, 
you indicate that you voluntarily participate in this research, and give permission for further use 
of the data.  If you have any concerns, please contact me or my supervisor.  Our details are 
provided below. 
 

Indicate your consent by ticking this box ���� 
 
Researcher: Vorster Swanepoel  073 284 3617   vorsters@yahoo.com 
Supervisor :  Dr. Caren Scheepers  082 922 7072  caren.scheepers@irodo.com 
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1 How long have you been working for this company 

 
 
 

 
Years:…………………. 
 
Months:……………….. 

2 Your current age 
 

 

3 Gender 
 

Male  
Female  

 

4 How long have you been in working in information technology?   
Years:…………………. 
 

5 Have you worked for a large company (250+ people) before? 
 

Yes  
No  

 

6 Have you worked for a medium company (50 - 250 people) before? 
 

Yes  
No  

 

7 Have you worked for a small company (1-50 people) before? 
 

Yes  
No  

 

8 Your speciality (select one)  

Training  
Web Design  
Software Development  
Hardware  
Networks  
Sales  
Support  
Testing  
Administrator  
Consulting  
System Analysis  
Business Analysis  
Project Management  
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9 Please answer the following questions pertaining to your 
workplace. 
If you do not know the answer, you may leave it blank. 
The scale is from 0 to 10 as set out below: 

0-1  Strongly disagree 
2-3  Disagree 
4-6  Neutral 
7-8  Agree 
9-10  Strongly Agree 

 

 
 
 
 
 
 
 
 

S
trongly 

disagree 

D
isagree 

N
eutral 

A
gree 

S
trongly agree 

 

   

10 I can choose my place of work 
 

0 1 2 3 4 5 6 7 8 9 10 
 

11 I am criticised often 
 

0 1 2 3 4 5 6 7 8 9 10 
 

12 Ethnicity affects the future career opportunities for employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

13 Successful people in the company continue to try new things 
 

0 1 2 3 4 5 6 7 8 9 10 
 

14 I receive informal feedback from my manager. 
 

0 1 2 3 4 5 6 7 8 9 10 
 

15 Future career opportunities for employees are based on favourites 
 

0 1 2 3 4 5 6 7 8 9 10 
 

16 My goals are clearly defined 
 

0 1 2 3 4 5 6 7 8 9 10 
 

17 I am encouraged to develop new skills 
 

0 1 2 3 4 5 6 7 8 9 10 
 

18 Career development is only offered to the stars in the company 
 

0 1 2 3 4 5 6 7 8 9 10 
 

19 Internal politics affect the future career opportunities for employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

20 The ability to work flexible hours affects the future career 
opportunities for employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

21 There is a common sense of purpose among the employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

22 I have been looking for another job in the last six months 
 

0 1 2 3 4 5 6 7 8 9 10 
 

23 I am allowed to question the way the company is run 
 

0 1 2 3 4 5 6 7 8 9 10 
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24 I can choose over the balance of pay and convenience 

arrangements 
 

0 1 2 3 4 5 6 7 8 9 10 
 

25 My values and my manager’s values are similar 
 

0 1 2 3 4 5 6 7 8 9 10 
 

26 This company does all it can to help employees maintain a healthy 
work/life balance 
 

0 1 2 3 4 5 6 7 8 9 10 
 

27 There is a consistent pay scale across the firm 
 

0 1 2 3 4 5 6 7 8 9 10 
 

28 My manager has a high level of integrity 
 

0 1 2 3 4 5 6 7 8 9 10 
 

29 Future career opportunities are decided for me 
 

0 1 2 3 4 5 6 7 8 9 10 
 

30 I can collaborate with my manager when setting my work targets 
 

0 1 2 3 4 5 6 7 8 9 10 
 

31 I am discouraged to develop new skills 
 

0 1 2 3 4 5 6 7 8 9 10 
 

32 I am willing to put a great deal of effort beyond that normally 
expected in order to help the company 
 

0 1 2 3 4 5 6 7 8 9 10 
 

33 I am looking for another job right now 
 

0 1 2 3 4 5 6 7 8 9 10 
 

34 I can set my own work targets 
 

0 1 2 3 4 5 6 7 8 9 10 
 

35 I am praised often 
 

0 1 2 3 4 5 6 7 8 9 10 
 

36 I really care about where this company is headed 
 

0 1 2 3 4 5 6 7 8 9 10 
 

37 The personnel policies of the firm are fair 
 

0 1 2 3 4 5 6 7 8 9 10 
 

38 I still want to work here in the next year 
 

0 1 2 3 4 5 6 7 8 9 10 
 

39 I can collaborate on the choice of pay and benefit arrangements 
 

0 1 2 3 4 5 6 7 8 9 10 
 

40 There is a clear set of corporate values 
 

0 1 2 3 4 5 6 7 8 9 10 
 

41 Age affects the future career opportunities for the employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

42 I am inspired by the company to deliver their best in the way of job 
performance 
 

0 1 2 3 4 5 6 7 8 9 10 
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43 I can choose the training which related to my future development 

 
0 1 2 3 4 5 6 7 8 9 10 

 

44 I am rewarded only on performance 
 

0 1 2 3 4 5 6 7 8 9 10 
 

45 I can collaborate on the choice of pay and benefit arrangements 
 

0 1 2 3 4 5 6 7 8 9 10 
 

46 I would move to another job for more money 
 

0 1 2 3 4 5 6 7 8 9 10 
 

47 Employees are treated in a consistent and fair manner 
 

0 1 2 3 4 5 6 7 8 9 10 
 

48 People compete against each other in a harmful manner 
 

0 1 2 3 4 5 6 7 8 9 10 
 

49 I can take the initiative with my career path 
 

0 1 2 3 4 5 6 7 8 9 10 
 

50 I can choose my hours of work 
 

0 1 2 3 4 5 6 7 8 9 10 
 

51 New ideas and skills are valued in the company 
 

0 1 2 3 4 5 6 7 8 9 10 
 

52 Gender affects the future career opportunities for employees 
 

0 1 2 3 4 5 6 7 8 9 10 
 

53 People take responsibility for their own performance 
 

0 1 2 3 4 5 6 7 8 9 10 
 

54 I enjoy working at my present company 
 

0 1 2 3 4 5 6 7 8 9 10 
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APPENDIX D: Data analysis tools used 

 
1. NCSS 2007 

 

 
2. Microsoft Excel 2007 
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APPENDIX E: Output from NCSS – Hypothesis 1a 

Output from NCSS – one-sample  t-test: one tailed t-test: proportion of formal aware = 0.5 (alpha = 0.05)  
 
 One-Sample T-Test Report 
 
Variable Aware_1a 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Aware_1a 12 0.25 0.452267 0.1305582 -3.735675E-02 0.5373567 
T for Confidence Limits = 2.2010 
 
Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality 2.0466 0.040694 Reject normality 
Kurtosis Normality -0.0878 0.930031 Cannot reject normality 
Omnibus Normality 4.1964 0.122674 Cannot reject normality 
Correlation Coefficient  
 
T-Test For Difference Between Mean and Value Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.05) (Alpha=.01)  
Aware_1a<>0.5 -1.9149 0.081864 No 0.416114 0.174266 
Aware_1a<0.5 -1.9149 0.040932 Yes 0.559853 0.260642 
Aware_1a>0.5 -1.9149 0.959068 No 0.000279 0.000027 
 
Nonparametric Tests Section  
 
Quantile (Sign) Test  
 
Null Quantile Number Number H1:Q<>Q0 H1:Q<Q0 H1:Q>Q0  
Quantile (Q0) Proportion Lower Higher Prob Level Prob Level Prob Level  
0.5 0.5 9 3 0.145996 0.072998 0.980713 
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Wilcoxon Signed-Rank Test for Difference in Medians  
 
W Mean Std Dev Number Number Sets Multiplicity  
Sum Ranks of W of W of Zeros of Ties Factor  
19.5 39 11.25833 0 1 1716 
 
  Approximation Without Approximation With  
 Exact Probability Continuity Correction Continuity Correction  
Alternative Prob Reject H0  Prob Reject H0  Prob Reject H0  
Hypothesis Level at .050 Z-Value Level at .050 Z-Value Level at .050  
Median<>0.5   1.7321 0.083265 No 1.0000 0.091481 No 
Median<0.5   -1.7321 0.041632 Yes -1.6876 0.045740 Yes 
Median>0.5   -1.7321 0.958368 No -1.7765 0.962172 No 
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 One-Sample T-Test Report  
 
Variable Aware_1a 
 
Plots Section  
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APPENDIX F: Output from NCSS – Hypothesis 1b 

Output from NCSS – one-sample t-test: one tailed: proportion of general awareness = 0.5 (alpha = 0.05)  
 
 One-Sample T-Test Report 
 
Variable Aware_1b 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Aware_1b 12 0.6666667 0.492366 0.1421338 0.3538322 0.9795011 
T for Confidence Limits = 2.2010 
 
Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality -1.3021 0.192891 Cannot reject normality 
Kurtosis Normality -1.9129 0.055763 Cannot reject normality 
Omnibus Normality 5.3545 0.068751 Cannot reject normality 
Correlation Coefficient  
 
T-Test For Difference Between Mean and Value Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.05) (Alpha=.01)  
Aware_1b<>0.5 1.1726 0.265723 No 0.188574 0.058546 
Aware_1b<0.5 1.1726 0.867138 No 0.002983 0.000374 
Aware_1b>0.5 1.1726 0.132862 No 0.293189 0.098293 
 
Nonparametric Tests Section  
 
Quantile (Sign) Test  
 
Null Quantile Number Number H1:Q<>Q0 H1:Q<Q0 H1:Q>Q0  
Quantile (Q0) Proportion Lower Higher Prob Level Prob Level Prob Level  
0.5 0.5 4 8 0.387695 0.927002 0.193848 
 
Wilcoxon Signed-Rank Test for Difference in Medians  
 
W Mean Std Dev Number Number Sets Multiplicity  
Sum Ranks of W of W of Zeros of Ties Factor  
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52 39 11.25833 0 1 1716 
 
  Approximation Without Approximation With  
 Exact Probability Continuity Correction Continuity Correction  
Alternative Prob Reject H0  Prob Reject H0  Prob Reject H0  
Hypothesis Level at .050 Z-Value Level at .050 Z-Value Level at .050  
Median<>0.5   1.1547 0.248213 No 1.0000 0.266875 No 
Median<0.5   1.1547 0.875893 No 1.1991 0.884758 No 
Median>0.5   1.1547 0.124107 No 1.1103 0.133437 No 
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 One-Sample T-Test Report  
 
Variable Aware_1b 
 
Plots Section  
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APPENDIX G: Output from NCSS – Hypotheses 2 & 3 (1) 

Output from NCSS – two-sample t-test: two tailed t-test: Average turnover per firm – Closed vs. Open (alpha = 0.05)  
 
 Two-Sample Test Report 
 
Variable Avg_Turnover 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 8 0.1816668 0.2022865 7.151909E-02 1.255107E-02 0.3507826 
Category=Open 4 2.777778E-02 5.555556E-02 2.777778E-02 -6.062351E-02 0.1161791 
Note: T-alpha (Category=Closed) = 2.3646,   T-alpha (Category=Open) = 3.1824 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 95.0% LCL 95.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 10 0.1538891 0.1719588 0.1053028 -8.074021E-02 0.3885183 
Unequal 8.80 0.1538891 0.2097767 7.672408E-02 -2.026441E-02 0.3280425 
Note: T-alpha (Equal) = 2.2281,   T-alpha (Unequal) = 2.2699 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 1.4614 0.174606 No 0.262635 0.089932 
Difference < 0 1.4614 0.912697 No 0.001286 0.000149 
Difference > 0 1.4614 0.087303 No 0.388738 0.145859 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 2.0057 0.076552 No 0.431479 0.176764 
Difference < 0 2.0057 0.961724 No 0.000223 0.000023 
Difference > 0 2.0057 0.038276 Yes 0.580792 0.267770 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality (Category=Closed) 1.7102 0.087232 Cannot reject normality 
Kurtosis Normality (Category=Closed) 0.9863 0.323995 Cannot reject normality 
Omnibus Normality (Category=Closed) 3.8975 0.142454 Cannot reject normality 
Skewness Normality (Category=Open) 0.0000   
Kurtosis Normality (Category=Open)  1.000000 Cannot reject normality 
Omnibus Normality (Category=Open)    
Variance-Ratio Equal-Variance Test 13.2580 0.057423 Cannot reject equal variances 
Modified-Levene Equal-Variance Test 2.3977 0.152556 Cannot reject equal variances 
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 Two-Sample Test Report 
 
Variable Avg_Turnover 
 
Median Statistics  
   95.0% LCL 95.0% UCL  
Variable Count Median of Median of Median  
Category=Closed 8 0.1164928 0 0.3333333 
Category=Open 4 0   
 
Mann-Whitney U or Wilcoxon Rank-Sum Test for Difference in Medians  
 
 Mann W Mean Std Dev  
Variable Whitney U Sum Ranks of W of W  
Category=Closed 25 61 52 5.678241 
Category=Open 7 17 26 5.678241 
Number Sets of Ties = 1,   Multiplicity Factor = 120 
 
 Exact Probability Approximation Without Correction Approximation With Correction  
Alternative Prob Reject H0  Prob Reject H0  Prob Reject H0  
Hypothesis Level at .050 Z-Value Level at .050 Z-Value Level at .050  
Diff<>0   -1.5850 0.112967 No -1.4969 0.134408 No 
Diff<0   -1.5850 0.943517 No -1.6731 0.952842 No 
Diff>0   -1.5850 0.056483 No -1.4969 0.067204 No 
 
Kolmogorov-Smirnov Test For Different Distributions  
 
Alternative Dmn Reject H0 if  Test Alpha Reject H0 Prob  
Hypothesis Criterion Value Greater Than Level (Test Alpha) Level  
D(1)<>D(2) 0.500000 0.7325 .050 No 0.5131 
D(1)<D(2) 0.000000 0.7325 .025 No  
D(1)>D(2) 0.500000 0.7325 .025 No  
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Plots Section  
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 Two-Sample Test Report 
 
Variable Avg_Turnover 
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APPENDIX H: Output from NCSS – Hypotheses 2 & 3 (2) 

Output from NCSS – two-sample t-test: Average turnover per firm – Closed vs. Open (alpha = 0.08)  
 
 Two-Sample Test Report  
 
Variable Avg_Turnover 
 
Descriptive Statistics Section  
   Standard Standard 92.0% LCL 92.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 8 0.1816668 0.2022865 7.151909E-02 3.533799E-02 0.3279957 
Category=Open 4 2.777778E-02 5.555556E-02 2.777778E-02 -4.459519E-02 0.1001507 
Note: T-alpha (Category=Closed) = 2.0460,   T-alpha (Category=Open) = 2.6054 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 92.0% LCL 92.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 10 0.1538891 0.1719588 0.1053028 -5.125127E-02 0.3590294 
Unequal 8.80 0.1538891 0.2097767 7.672408E-02 2.113227E-03 0.3056649 
Note: T-alpha (Equal) = 1.9481,   T-alpha (Unequal) = 1.9782 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .080 (Alpha=.050) (Alpha=.010)  
Difference <> 0 1.4614 0.174606 No 0.262635 0.089932 
Difference < 0 1.4614 0.912697 No 0.001286 0.000149 
Difference > 0 1.4614 0.087303 No 0.388738 0.145859 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .080 (Alpha=.050) (Alpha=.010)  
Difference <> 0 2.0057 0.076552 Yes 0.431479 0.176764 
Difference < 0 2.0057 0.961724 No 0.000223 0.000023 
Difference > 0 2.0057 0.038276 Yes 0.580792 0.267770 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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Tests of Assumptions Section  
 
Assumption Value Probability Decision(.080)  
Skewness Normality (Category=Closed) 1.7102 0.087232 Cannot reject normality 
Kurtosis Normality (Category=Closed) 0.9863 0.323995 Cannot reject normality 
Omnibus Normality (Category=Closed) 3.8975 0.142454 Cannot reject normality 
Skewness Normality (Category=Open) 0.0000   
Kurtosis Normality (Category=Open)  1.000000 Cannot reject normality 
Omnibus Normality (Category=Open)    
Variance-Ratio Equal-Variance Test 13.2580 0.057423 Reject equal variances 
Modified-Levene Equal-Variance Test 2.3977 0.152556 Cannot reject equal variances 
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 Two-Sample Test Report  
 
Variable Avg_Turnover 
 
Median Statistics  
   92.0% LCL 92.0% UCL  
Variable Count Median of Median of Median  
Category=Closed 8 0.1164928 0 0.3333333 
Category=Open 4 0   
 
Mann-Whitney U or Wilcoxon Rank-Sum Test for Difference in Medians  
 
 Mann W Mean Std Dev  
Variable Whitney U Sum Ranks of W of W  
Category=Closed 25 61 52 5.678241 
Category=Open 7 17 26 5.678241 
Number Sets of Ties = 1,   Multiplicity Factor = 120 
 
 Exact Probability Approximation Without Correction Approximation With Correction  
Alternative Prob Reject H0  Prob Reject H0  Prob Reject H0  
Hypothesis Level at .080 Z-Value Level at .080 Z-Value Level at .080  
Diff<>0   -1.5850 0.112967 No -1.4969 0.134408 No 
Diff<0   -1.5850 0.943517 No -1.6731 0.952842 No 
Diff>0   -1.5850 0.056483 Yes -1.4969 0.067204 Yes 
 
Kolmogorov-Smirnov Test For Different Distributions  
 
Alternative Dmn Reject H0 if  Test Alpha Reject H0 Prob  
Hypothesis Criterion Value Greater Than Level (Test Alpha) Level  
D(1)<>D(2) 0.500000 0.7325 .050 No 0.5131 
D(1)<D(2) 0.000000 0.7325 .025 No  
D(1)>D(2) 0.500000 0.7325 .025 No  
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Plots Section  
 

0.0

1.3

2.5

3.8

5.0

0.0 0.2 0.3 0.5 0.6

Histogram of Avg_Turnover when Category=Closed

Avg_Turnover when Category=Closed

C
ou

nt

  

0.0

2.5

5.0

7.5

10.0

0.0 0.0 0.1 0.1 0.1

Histogram of Avg_Turnover when Category=Open

Avg_Turnover when Category=Open

C
ou

nt

 



 
 

 
 126   

 Two-Sample Test Report  
 
Variable Avg_Turnover 
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APPENDIX I: Output from NCSS – Hypotheses 4 & 5 

Output from NCSS – two-sample t-test: Work_here_next_year – closed vs. open  
 

 Two-Sample Test Report  
 
Variable Work_here_next_year 
 
Descriptive Statistics Section  
   Standard Standard 95.0% LCL 95.0% UCL  
Variable Count Mean Deviation Error of Mean of Mean  
Category=Closed 39 7.897436 1.930297 0.3090949 7.271706 8.523166 
Category=Open 14 9.714286 0.7262731 0.1941046 9.294949 10.13362 
Note: T-alpha (Category=Closed) = 2.0244,   T-alpha (Category=Open) = 2.1604 
 
Confidence-Limits of Difference Section  
 
Variance  Mean Standard Standard 95.0% LCL 95.0% UCL  
Assumption DF Difference Deviation Error Difference Difference  
Equal 51 -1.81685 1.706084 0.5315475 -2.883976 -0.7497237 
Unequal 50.79 -1.81685 2.062406 0.364988 -2.549667 -1.084033 
Note: T-alpha (Equal) = 2.0076,   T-alpha (Unequal) = 2.0078 
 
Equal-Variance T-Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 -3.4180 0.001247 Yes 0.918195 0.767444 
Difference < 0 -3.4180 0.000624 Yes 0.957944 0.841419 
Difference > 0 -3.4180 0.999376 No 0.000000 0.000000 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
 
Aspin-Welch Unequal-Variance Test Section  
 
Alternative  Prob Reject H0 Power Power  
Hypothesis T-Value Level at .050 (Alpha=.050) (Alpha=.010)  
Difference <> 0 -4.9778 0.000008 Yes 0.998260 0.987342 
Difference < 0 -4.9778 0.000004 Yes 0.999453 0.994071 
Difference > 0 -4.9778 0.999996 No 0.000000 0.000000 
Difference: (Category=Closed)-(Category=Open) 
The randomization test results are based on 1000 Monte Carlo samples. 
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Tests of Assumptions Section  
 
Assumption Value Probability Decision(.050)  
Skewness Normality (Category=Closed) -3.3288 0.000872 Reject normality 
Kurtosis Normality (Category=Closed) 2.5417 0.011031 Reject normality 
Omnibus Normality (Category=Closed) 17.5415 0.000155 Reject normality 
Skewness Normality (Category=Open) -3.3492 0.000810 Reject normality 
Kurtosis Normality (Category=Open) 2.2956 0.021697 Reject normality 
Omnibus Normality (Category=Open) 16.4870 0.000263 Reject normality 
Variance-Ratio Equal-Variance Test 7.0640 0.000518 Reject equal variances 
Modified-Levene Equal-Variance Test 7.2510 0.009564 Reject equal variances 
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 Two-Sample Test Report  
 
 
Variable Work_here_next_year 
 
Median Statistics  
   95.0% LCL 95.0% UCL  
Variable Count Median of Median of Median  
Category=Closed 39 8 8 9 
Category=Open 14 10 10 10 
 
Mann-Whitney U or Wilcoxon Rank-Sum Test for Difference in Medians  
 
 Mann W Mean Std Dev  
Variable Whitney U Sum Ranks of W of W  
Category=Closed 92 872 1053 47.63288 
Category=Open 454 559 378 47.63288 
Number Sets of Ties = 5,   Multiplicity Factor = 11394 
 
 Exact Probability Approximation Without Correction Approximation With Correction  
Alternative Prob Reject H0  Prob Reject H0  Prob Reject H0  
Hypothesis Level at .050 Z-Value Level at .050 Z-Value Level at .050  
Diff<>0   3.7999 0.000145 Yes 3.7894 0.000151 Yes 
Diff<0   3.7999 0.000072 Yes 3.7894 0.000076 Yes 
Diff>0   3.7999 0.999928 No 3.8104 0.999931 No 
 
Kolmogorov-Smirnov Test For Different Distributions  
 
Alternative Dmn Reject H0 if  Test Alpha Reject H0 Prob  
Hypothesis Criterion Value Greater Than Level (Test Alpha) Level  
D(1)<>D(2) 0.652015 0.4001 .050 Yes 0.0001 
D(1)<D(2) 0.652015 0.4001 .025 Yes  
D(1)>D(2) 0.000000 0.4001 .025 No  
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Plots Section  
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 Two-Sample Test Report 
 
Variable Work_here_next_year 
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