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A Study of Mediative Function by Contract on the Relationship
between Employer’'s Power and Contractor's Behavior

Kim, Junghoon', Kim, Seungchul', Boo, Jeman®
'Graduate School of Business Administration, Hanyang University

Abstract : Normally there is a one—time relationship between stakeholders in the construction projects. Thus, project
participants are easily exposed to opportunistic behavior, According to the theory of transaction costs, a contract
effectively influence the behavior of counter—party. The important role of contracts in limiting opponent opportunistic
behavior has been academically acknowledged and studied in inter—firm relationships, The purpose of this study is
to reveal the mediating effect of the contract on the power of the contractor in the contractor's behavior, Power is
divided into mediated and non—mediated power, We surveyed construction companies employees who have conducted
construction projects. Based on the questionnaire response, we examined the influence of the Employer's power on the
behavior of the contractor, Both non—mediated power and mediated power were significant for in—role and out—role
behaviors, Both non—mediated power and mediated power were found to have a significant effect on the control and
coordination function of contracts, The results show that the control function of the contract is significant for the in—
role behavior and the extra—role behavior, Finally, the mediating effect of the contract function was significant only in
the control function,
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Table 1. Source of inter-organizational power

Power source Description Construction example
. Employer has the ability | Employer has the ability
Coercive :
to mediate punishment to | to delay the payoff to the
power
Contractor. contractor.
. Employer has the righ
Reward Employer has the ability givg r?nyc?re fist}Jreewc?rkt ct::
Mediated to mediate rewards to o .
power economic incentives to
Power Contractor.
Contractor.
. Employer has the right to
" Employer believes he ploy ) 9
Legitimate ) : request things to be done
retains a natural right to
power . ) because it was a part of
influence it.
the contract.
Employer knows what h
Employer has knowledge, ployer knows what he
Expert . ) . wants or has knowledge
expertise or skills desired . o
power and expertise in designing
by Contractor. -
the facility.
Non— Contractor values .
) Referent ) D ) Contractor desires
mediated identification with - ;
power association with Employer.
Power Employer.
) Employer has information Employer knows the
Information L procedure to get the
which is valuable to and -
Power . construction and building
desired by Contractor. permit

% Source : Ke et al. (2009), Lu and Hao (2013), Maloni and Benton (2000)
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Contents Frequency %
Male 309 97.5%
Gender
Female 8 2.5%
20 ~ 29 6 1.9%
30 ~ 39 86 27.1%
Age 40 ~ 49 123 38.8%
50 ~ 59 91 28.7%
Over 60 1 3.5%
Under 5 years 12 3.8%
6 ~ 9 years 52 16.4%
vears of 10 ~ 14 years 79 24.9%
working
15 ~ 20 years 49 15.5%
Over 20 years 124 39.1%
Large (Major) 303 95.6%
Company Small 11 3.5%
Type
Foreign 3 0.9%
Architecture 83 26.5%
Business Infra 74 23.3%
Area
Plant 160 49.2%
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Table 3. Employer’s power and contractor’s in-role behavior

IndependentVariable B B t p-value
(Constant) 2.926 9.638 .000
Mediated Power 448 491 10.011 .000
Non—Mediated Power .094 .093 1.903 .058
R .263
F(p—value) 56.099(.000)

% Dependent Variable : In-Role Behavior
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Table 4. Employer’s power and contractor’s extra-role behavior
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Table 6. Employer’s power and coordination of contract’s

Independent Variable B B t p-value function
(Constant) 2.556 6.548 .000 Independent Variable B B t p-value
Mediated Power .31 .289 5.407 .000 (Constant) 2.160 5.205 .000
Non—Mediated Power 183 154 2.883 .004 Mediated Power 104 .088 1.694 .091
R A21 Non—Mediated Power .501 .387 7.435 .000
F(p—value) 21.642(.000) R’ .168
# Dependent Variable : Extra—Role Behavior F(p—value) 31.717(.000)
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Table 5. Employer’s power and control of contract’s function

Independent Variable B B t p-value
(Constant) 2.516 6.195 .000
Mediated Power .300 .269 5.013 .000
Non—Mediated Power 212 173 3.215 .001
R 116
F(p—value) 20.655(.000)

% Dependent Variable : Control
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% Dependent Variable : Coordination
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Table 7. Control of contract's function and contractor's in-role
behavior
Independent Variable B B t p-value
(Constant) 4.798 18.789 .000
Control 204 .249 3.806 .000
Coordination —.016 —.021 -.314 754
R? .057
F(p—value) 9.440(.000)

3 Dependent Variable : In—Role Behavior
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Table 8. control of contract’s function and contractor’s extra-
role behavior

Independent Variable B B t p-value
(Constant) 3.638 12.303 .000
Control .293 .304 4.726 .000
Coordination —-.016 —-.018 —-.279 .780
R .087
F(p—value) 14.908(.000)

3 Dependent Variable : extra—Role Behavior

Table 10. Power and behavior(Coordination)
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Independent | Dependent B 2
Variable Variable B ! R R
1st Power Coordination| .572 6.684 .009 124
2nd Power Behavior 538 9.613 .000 227
Power 542 9.034 .000
3rd Behavior 227
Coordination —.005 —.148 .882
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Table 11. Test Results
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