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DESIGNING HYBRID
ORGANIZATIONAL MODELS FOR
IMPROVING THE PERFORMANCE
OF CONSTRUCTION BUSINESS
SYSTEMS

ABSTRACT

Purpose: The aim of this paper is to investigate the occurrence and characteristics of hybrid organizations
in the Croatian construction industry and their impact on operational flexibility and enterprise perfor-
mance.

Methodology: The characteristics of hybrid organizations were described through the following variables:
“Relational Governance” (RM), “Level of Information Sharing” (LIS), and “Subcontractor Network Design”
(SND). Their significance is tested by a regression model of relationships with target variables “Operational
Flexibility” (OF) and “Enterprise Performance” (EP). A total of 137 construction enterprises in Croatia par-
ticipated in the research.

Results: The significant positive impact of “Relational Governance” (RG) and “Subcontractor Network De-
sign” (SND) on “Operational Flexibility” (OF) is observed. Furthermore, the significant positive impact
of “Level of Information Sharing” (LIS) on “Subcontractor Network Design” (SND) is observed in a subse-
quently set regression model.

Conclusion: The results of the analysis indicate that Croatian construction companies create long-lasting
hybrid organizations with their subcontractors. These organizations are significantly based on a mechanism
of collaboration, which proves to be key to operational flexibility in achieving good business performance.

Keywords: Hybrid organizations, relation governance, information sharing, subcontractor network, op-
erational flexibility

1. Introduction should be established in line with the primary ob-
jectives of the business model—achieving superior-
ity in performance. The foundation of performance
excellence relies on satisfying the hybrid organiza-
tion’s operational flexibility requirements, which
are crucial for achieving competitive advantage,

There is a plethora of approaches and no consensus
on the definition of the essential dimensions that
determine the design of hybrid organizations. This
paper promotes the idea that hybrid organizations
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particularly in an uncertain, changing, and com-
petitive environment. The Croatian construction
sector was thus the focus of the survey, since the
specifics of the industry are crucial for validating
any theories about the elements affecting the for-
mation of an organization.

The paper consists of six parts. The introduction pre-
sents the idea and context of the survey. The second
part explains the concept of a hybrid organization
and the research model. Parts three and four present
the data collection approach and the results of factor
analysis, while the fifth part elaborates on the results
obtained by testing research model hypotheses. The
final part discusses the interpretation of the results,
implications, and research limitations.

2. Research model and theoretical perspective

Contemporary economic theory of organization
identifies the market, coordinated through pricing
mechanisms, and enterprises with their hierarchy,
coordinated through commands, as two extremes
on the continuum of organizational models. Be-
tween these extremes, there exist transaction organ-
ization structures, called hybrids, that deviate from
the standard microeconomic textbooks (Stankovié
Mocan, 2019). Many of these business formations
are based on agreements, but unified ownership of
entities is not excluded in order to create a basis for
harmonized sharing and exchange of technologies,
products, services, and capital, which establishes a
management structure that fuses aspects of price
mechanisms and hierarchy.

The questions surrounding the formation, exist-
ence, and limits of firms have long been overlooked
by economic theory. A firm is a tightly sealed black
box of management and ownership, according to
the neoclassical view, and its only aim is to maxi-
mize financial benefit. In an attempt to address the
theoretical backdrop in the reality, scientists have
started to critically assess the neoclassical theory
framework. This serves as the basis for the develop-
ment of several corporate theories, each of which
examines hybrid organizational systems from a
different angle. Examples of these theories in-
clude the relational view, transaction cost theory,
and resource dependence theory. In the study of
economic organization, transaction cost theory
acknowledges the contractual idea. According to
Williamson (1989, p. 139), limited rationality and
opportunism assumptions help to discern among

impractical and feasible types of contracting. Ef-
ficiency, or minimizing resource allocation costs,
dictates how the transaction is managed. When
investments between parties are specific enough to
create contractual hazards without supporting the
integration and considerable uncertainties require
closer coordination than can be provided by mar-
kets, the result is a long-term or hybrid contractual
partnership (Menard, 2008, p. 297). In situations
when maintaining connections holds a significant
value and partners’ identities are important, trans-
action cost theory associates hybrids or long-term
contractual relationships with transactions defined
by idiosyncratic investments.

Resource dependency theory places a strong em-
phasis on the social context or environment. Un-
derstanding the context of an action is necessary
before one can comprehend enterprise activities
(Pfeffer & Salacnik, 2003, p. 1). The social context
constrains the behavior of organizations, but it
also provides possibilities through connections to
different organizations, influencing, as well as sup-
porting, the choices that organizations make. In
accordance with this idea, companies form hybrid
relationships with their environment to collect re-
sources, stabilize results, and avoid control from
the environment. Mutual dependency explains why
independent entities must establish hybrid interac-
tions with other companies. Firms will inevitably
try to remain as independent as they can, which will
result in significant expenses and hazards. Com-
panies are prone to form hybrid organizations to
jointly use scarce resources in an effort to decrease
and control them.

In relational contracting, which builds on resource
theory, relationships between organizations are
a crucial resource. In order to increase an enter-
prise’s value, hybrid relationships enable access to
and utilization of valuable resources beyond the
organization. These resources must be uncommon,
challenging to duplicate, and few in quantity. Re-
lational rents are made possible through relational
contracting between organizations. Relational rent
is a surplus over the average profit obtained jointly
in an exchange connection that the respective com-
panies are unable to realize (Dyer & Singh, 1998).
Relational contracting places a strong emphasis on
partner trust. Relational rents are also protected by
the distinctive socio-complex institutional context
that emerges in hybrid interactions. It is challeng-
ing to imitate; and thus, through its formal and

30 H EKONOMSKI VJESNIK / ECONVIEWS

Vol. 38, No. 1 (2025), pp. 29-42



Stankovi¢ Mocéan, D.: Designing hybrid organizational models for improving the performance of construction business systems

informal principles, it controls opportunism and
promotes cooperation.

In order to accomplish the goals of this work, a con-
ceptual model of HO was developed on the basis of
the collaboration that hybrid organizations in the
construction sector lack.

HOs built on enterprise collaboration look for ways
to continuously develop and enhance the profit-
able delivery of goods and services to clients via the
value and supply network. In order to accomplish
shared and individual goals, this interdependent
management calls for unification and pooling of
knowledge as well as a greater degree of joint de-

Figure 1 Research model

LEVEL OF INFORMATION
SHARING

RELATIONAL GOVERNANCE

SUBCONTRACTOR
METWORK DESIGN

Source: Author

The model assumes that three independent vari-
ables—characteristics of a hybrid organization- af-
fect operational flexibility. Operational flexibility
can be defined as one of the essential components
of the success of complex construction projects,
and can be assumed to be more successful if im-
plemented through forms of cooperation defined
in the literature by the term “hybrid organization”
Since operational flexibility is dominantly a tech-
nical category, a separate (fourth) hypothesis also
tests the assumption that operational flexibility
will have a positive impact on the economic per-
formance of firms in the construction industry. The
measurement of all variables was obtained using a
5-point Likert rating scale (with 1 = strongly disa-

OPERATIONAL FLEXIBILITY

cision-making, setting of objectives, and sharing of
information (Zacharia et al., 2009).

The lead contractor has to organize the upstream
business network and actions, develop a system of
communication that shall allow the movement and
information sharing, and effectively control the
connections with the subcontractor network for a
business model in the construction sector to suc-
ceed. Thus, in this research model, “RG”, “LIS’”, and
“SND” are characteristics emphasized in the re-
search as the key factors determining effectiveness
in collaborative hybrid organizations. The model
also assumes links to dependent variables “OF” and
“EP’, which are subjected to the following causal
analysis test:

ENTERPRISE
PERFORMAMNCE

gree, 2 = disagree, 3 = neither agree nor disagree, 4
= agree, and 5 = strongly agree).

2.1 Relational governance

Creating procedures for preserving and manag-
ing relational transactions is the fundamental goal
of the majority of relational governance related
research. Unlike a discrete transaction, which is
short and has clear beginning and ending points,
a relational transaction has a history, lasts longer,
and represents a continuous process (Dwyer et al.,
1987, as cited in Morgan & Hunt, 1994). Relational
governance assumes the employment of tools by
supply chain partners or hybrid organizations to
preserve relationships on the basis of shared ob-
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jectives. Examples of these mechanisms include
relational norms and joint actions (Heide & John,
1992; Josi & Campbell, 2003, as cited in Wang &
Wei, 2007). Through relational norms, which are
essentially conjoined expectancies that transaction
partners would support one another during their
partnership, it influences opportunistic conduct
(Larson, 1992, p. 96, as cited in Josi & Campbell,
2003). These activities aim to realize, develop, and
sustain a successful relational transaction. They are
grounded in formal contractual, legal, and informal
psychological processes. If these processes are bal-
anced, long-term cooperation is achieved (Hand-
field & Bechtel, 2002; Ring & Van de Ven, 1994).
They can be observed as a set of rules which can
reduce or eliminate relation risk and facilitate firm’s
cooperation and environmental innovation (Zhao
et al,, 2021; Duan et al., 2022, as cited in Sun et al,,
2023). The framework of cooperative interorgani-
zational interactions is developed by the relational
management of personal relationships formed be-
tween transaction parties. A higher level of collabo-
ration and stronger interorganizational interactions
are characterized by a greater degree of trust (John-
ston et al., 2004; Zaheer & Venkatraman, 1995),
commitment (Kanter, 1994), by joint decision-
making, and by setting common goals (Lee & Choi,
2003; Zacharia et al., 2009).

A numeric indicator containing 21 statements was
used for operationalization of the “RG” variable. A
total of 12 statements were derived from Wang and
Wei (2007), customized for the construction sector,
and then enhanced with 9 additional assertions.

2.2 Level of information sharing

In a hybrid organization, the term “LIS” refers to
the quantitative component of successful infor-
mation exchange between transaction partners. It
denotes the degree of information exchanged be-
tween parties that can support each other’s efforts
(Heide & Miner, 1992, p. 275, as cited in McEvily
& Marcus, 2005). A hybrid network which is suc-
cessful includes information exchange, and ac-
cording to Moberg et al. (2002), it is divided into
strategic and operational. Short-term quantitative
data that reduce order delays, influence inventory
levels, or customer satisfaction are shared in op-
erational information exchange. Sensitive qualita-
tive long-term data about business strategies that
improve collaboration between network partners
are covered by strategic information sharing. In-
depth partnerships typically involve the exchange

of information on profitability, costs of production,
strategic objectives, and organizational practices
(Uzzi, 1997). Companies must share information
to make use of a variety of resources that they lack
within their own organization for the flow of goods
and services, or the very building process, to be ef-
fective and productive. Reducing stock and making
optimal use of resources are possible if information
flow in the supply chain is given priority over the
flow of goods (Graham & Hardaker, 2000, as cited
in Sezen, 2008). Partners in the supply chain might
function as a single unit when vital and confiden-
tial information is routinely shared (Stein & Sweat,
1998). Information sharing improves all three di-
mensions of supply chain learning which have a di-
rect influence on flexibility performance (Huo et al.,
2020). It becomes more detailed by deepening con-
nections within the network of the main contrac-
tor and subcontractors. Participants in deeper re-
lationships readily share knowledge about possible
dangers and possibilities because they are commit-
ted to seeing their partner succeed and to preserv-
ing their relationship (McEvily & Marcus, 2005).

In this paper, the “LIS” variable was operationalized
using a numerical indicator of five statements taken
from Li et al. (2006) and tailored to the construc-
tion industry.

2.3 Subcontractor Network Design

The “SND” variable is one of the key elements af-
fecting operational flexibility of the organization.
It refers to the procedure of creating relationships,
structuring and selecting subcontractors within hy-
brid networks (Stankovi¢ Mocan, 2019). There is
no unique way to define this variable, and several
scientists use various dimensions (Sezen, 2008).
According to Choi and Kim (2008), structure can
be defined by the number of suppliers and the
tightness or looseness of their relationships. Thus,
Sammadar et al. (2006) identify the network’s ver-
tical structure (the number of levels), horizontal
structure (the number of channels), and location.
Chopra and Meindl (2004), as cited in Sezen (2008),
imply that decisions regarding the number of sub-
contractors, their closeness, selection, assessment,
capacity planning, contract drafting, and response
to disputes are all integral parts of supplier net-
work design. Close and immediate contracting
with subcontractors indicate flatter and thinner
structures. Primary contractors turn to main sup-
pliers, which decreases their number and stream-
lines the structure. This is shown by the process of
subcontractor selection and their long-term coop-
eration (Stankovi¢ Mocan, 2023). In the construc-
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tion business, main contractors frequently rely on
a large number of multi-level subcontractors, with
their relationships mostly based on the lowest cost
of work. Such practices do not foster continuous
cooperation and coordination between the main
parties (Spekman, 1988). Many businesses in vari-
ous sectors search for less complex relationships to
enhance customer service and save overall logisti-
cal expenses (Kumar, 1996, as cited in Moberg et
al., 2002), and have narrowed the base of suppli-
ers to a group of certified ones (Inman & Hubler,
1992, as cited in Ndubisi et al., 2005). As a result
of this cooperation, businesses are able to identify
suppliers with the greatest potential for collabora-
tion, which reduces the overall number of suppli-
ers. This process is known as supply base optimiza-
tion (Bhote, 1987, as cited in Handfield & Bechtel,
2002). Key subcontractor selection is an essential
step in narrowing down the pool of subcontrac-
tors. Relationships with these subcontractors are
marked by open communication, mutual trust,
dedication, joint problem solving, and shared plan-
ning (Spekman, 1988; Handfield & Nichols, 2002,
pp. 15-17). Contracting one type of business with
only one subcontractor (single sourcing) leads to
less uncertainty and cost reduction due to econo-
mies of scale, as well as to increased cooperation
and communication. Long-term connections with
fewer subcontractors define cooperative relation-
ships, which lead to a more straightforward and
flattened supply chain structure. Due to the poten-
tial for retribution, extending the duration of repet-
itive transactions—i.e., forging long-term connec-
tions with a subcontractor network-decreases the
likelihood of opportunistic behavior. According to
game theory, in long-term interactions, there is an
incentive for cooperation since parties share the ex-
pectation that the transactions would be repeated
(Axelrod, 1984; Kreps, 1990; Telser, 1987, as cited in
Sako, 1992, p. 46). For the purpose of this paper, the
“SND” variable was operationalized using a numer-
ic indicator consisting of ten statements supported
by ongoing interactions with subcontractors, spe-
cific criteria for their selection, and proximity to
and direct contact with them.

2.4 Operational flexibility

“OF” refers to the capacity of a focal firm to supply
flexible services in the current partnership system
with flexibility in terms of timelines, quality, pro-
cesses, and expenses. It represents the ability to fight
unanticipated fluctuations based on organizational
structures or existing goals and changes in the envi-
ronment (Alolayyan et al., 2022). The hybrid organi-

zation is larger than the focal company, thus its flex-
ibility must exceed the enterprise’s internal flexibility
capacity. To do this, it must incorporate components
of intra- and inter-organizational flexibility (Steven-
son & Spring, 2007). A combination of the skills of
the main contractor and its current suppliers ben-
efits the client and has a direct impact on them.

Supply chain flexibility is one of the main responses
to increasing market uncertainty and competitive-
ness (Merschmann & Thonemann, 2011). It enables
companies to respond to frequent changes in their
environment, such as customer demands, delivery
locations, changes in government policies, emer-
gence of new technologies, design changes, prod-
uct demand volumes, etc. Such changes in demand
and supply disruptions cause an effective adapta-
tion of the flexible supply chain, which maintains
customer satisfaction (Stevenson & Spring, 2007).
With greater flexibility in offerings, partners in the
supply chain achieve greater adaptability, allowing
resources to be better explored and utilized (Wang
& Wei, 2007).

For the purpose of this paper, the “OF” variable was
operationalized using a numeric indicator consist-
ing of 5 own statements and 4 statements taken
from Wang and Wei (2007) and adapted for the
construction industry.

2.5 Enterprise performance

The narrowest concept of business performance is
oriented toward the use of financial indicators as-
sumed to reflect the fulfillment of economic goals
and refer to financial execution (Hofer, 1983; Ven-
katraman & Ramanujam, 1986, as cited in Yamin
et al, 1999). However, measuring only financial
indicators is insufficient because modern dynamic
and uncertain markets require the measurement
and monitoring of other, non-financial indicators.
Therefore, the broader concept should include op-
erational (non-financial) business performance in-
dicators as well (Yamin et al., 1999). Operational
performance, financial performance, and customer
satisfaction were chosen as the three performance
measuring dimensions for this model.

Customer satisfaction is defined as the level to
which customers feel they have received products
and services worth the price they have paid (Tracey
etal., 1996, as cited in Fantazy & Salem, 2016), and
it reflects the performance of the main contractor
and subcontractors.
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Operational performance is indicated by success
in terms of product quality, service levels, and
timely execution of work (Eckstein et al., 2014),
while financial indicators reflect an enterprise per-
formance. The ultimate goal of the manufacturer
and its suppliers is to deliver the best product and
achieve the highest level of customer satisfaction
(Chu et al,, 2012).

The “Enterprise Performance” variable was operation-
alized using 11 statements tailored to the construction
industry. Three of them were obtained from Eckstein
et al. (2014), 2 from Krohmer et al. (2002), and 1 from
Chuetal. (2012) and Jin et al. (2013). Return on invest-
ment (ROI), return on assets (ROA), increased sales
(the number of new contracts), and increased market
share have been added to them.

2.6 Relationship between relational governance and
operational flexibility

Enterprises can achieve flexibility by structuring
and coordinating their external and internal re-
sources (Fredericks, 2005). Relational governance is
positively related to flexibility, the source of which
are existing suppliers, while the other source of
possible adaptability of producers (Harrigan, 1988;
Porter, 1985, as cited in Josi & Campbell, 2003) or
partner flexibility (Stevenson & Spring, 2009) is
limited due to the reduced number of alternative
suppliers. A greater reliance on trust in the good
intentions of the other party reduces the need for
formal documents, thereby reducing transaction
costs and increasing managerial flexibility (Fried-
man, 1991, as cited in Ring & Van de Ven, 1994).
The level of collaboration influences the process of
determining the flexibility of existing structures,
since close long-term relationships allow for greater
willingness of suppliers to cope with change (Ste-
venson & Spring, 2009). Enterprises rely on the fair
distribution of annuities, which motivates them to
create additional value beyond the original contract
(Dyer, 1997) or provide a flexible response.

Based on the analyzed empirical research by Hand-
field and Bechtel (2002), Ferguson et al. (2005), Roath
and Sinkovics (2006), Cousins et al. (2006), Wang and
Wei (2007), and Chu et al., (2012), it is assumed that:

H1 “OF” has been positively impacted by “RG”.

2.7 Relationship between subcontractor network
design and operational flexibility

Upstream activities and their configuration play a
significant role in determining the flexibility of a hy-
brid organization. Before deciding on the selection
and management of suppliers, the manufacturer

(the main contractor) must identify the type of flex-
ibility they want to achieve (Ndubisi et al., 2005) in
order to benefit from a closer relationship with the
supplier. Single sourcing decreases uncertainty and
expenses due to economies of scale and increases
communication and cooperation, so subcontrac-
tors are more willing to change their business op-
erating methods to adapt to the requirements of
the main contractor (Benton & McHenry, 2010, pp.
72-73) and the end consumer. Economies of scale
and size reduce both ex ante and ex post negotia-
tion costs by offering more options for correcting
transaction irregularities (Dyer, 1997), i.e. the sub-
contractor is willing to act at their own expense,
knowing that it will be reimbursed through another
transaction. Fewer subcontractors will result in
simpler networks and reduce transaction complex-
ity, increasing supply chain responsiveness, flex-
ibility (Handfield & Bechtel, 2002), and efficiency
because maintaining relational relationships with
all subcontractors would be too costly for the main
contractor (Benton & McHenry, 2010, p. 52). Thin
structures allow direct contact with partners in a
hybrid organization, which increases connectivity
and transparency of product and information flow
by enabling better performance control (Zhang
et al., 2014). The flexibility of the development of
a new product can be improved by selecting and
managing suppliers and configuring the supply net-
work (Buganza et al., 2010).

Existing empirical knowledge and research by
Sezen (2008), Gosling et al. (2009), and Zhang et al.
(2014) indicates that:

H2 “OF” has been positively impacted by “SND’.

2.8 Relationship between the level of information
sharing and operational flexibility

The flexibility of the value chain depends on the
level at which information is shared through in-
terorganizational information systems (Golden &
Powell, 1999). By sharing information and acting
together as one body (Stein & Sweat, 1998), part-
ners can better understand the needs of the end
consumer and therefore respond more quickly
to market changes (Li et al., 2006). Coordination
and sharing of information increase the ability of
the supply chain to respond to sudden changes in
environments with demand volatility (Lee et al.,
2000, as cited in Sezen, 2008). It enables supply
chain transparency and reduction of forecast errors
(Zhou & Benton, 2007). Gosain et al. (2005) found
that broad information sharing is detrimental to
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supply chain flexibility, suggesting that the focus
should be on the caliber of the information shared
(time and knowledge).

A review of empirical research by Wang and Wei
(2007), Zhou and Benton (2007), Fawcett et al.
(2007), Sezen (2008), Jin et al. (2014), and Wu et al.
(2014) indicates:

H3 “OF” has been positively impacted by “LI1S”.

2.9 Relationship between operational flexibility and
enterprise performance

Enterprises with greater operational flexibility, low-
er costs, and higher quality will be able to respond
quickly to changes in customer requirements. They
will also meet the required quality standards more
easily, perform activities on time, and achieve greater
customer satisfaction, ultimately leading to better
performance. Flexibility improves the performance
of enterprises, especially those operating in dynamic
and uncertain environments. Vickery et al. (1997)
indicate in their research that production flexibil-
ity significantly affects financial and marketing per-
formance. External integration with suppliers and
customers is positively associated with time-based
performance. These are ultimately linked to the fi-
nancial performance of the enterprise and market
share (Droge et al., 2004). Benton & McHenry (2010,
p. 52) agree with the aforementioned claim, pointing
out that strong and healthy relationships with sub-
contractors provide a source of capability that ena-
bles lower costs, higher quality, and the opportunity
to achieve a greater market share.

The benefits arising from supply chain flexibility are
seen in the creation of meaningful strategies that
improve the overall performance of the enterprise
(Duclos et al., 2003).

Based on existing empirical research by Mer-
schmann and Thonemann (2011), Omar et al.
(2012), Eckstein et al. (2014), and Mandal (2015) it
is assumed that:

H4 “EP” has been positively impacted by “OF’.

3. Instrument and structure of the research
sample

In order to test the research hypotheses, an em-
pirical study was conducted on certain construc-
tion enterprises in the Republic of Croatia. The
construction industry is cyclical, labor-intensive,
project-based, highly fragmented and competitive,

and characterized by offering jobs with the lowest
cost model recurring throughout the supply chain.

This paper deals only with enterprises engaged in
construction, excluding those involved in building
material production, design, technical testing, anal-
ysis, and supervision. The Amadeus database list
of Croatian construction companies served as the
basis for the sample. The database contained 1,623
businesses, 200 of which were selected because
their management was thought to be prepared to
take part in the study. They were either emailed or
personally contacted. After completing the survey,
participants were asked to share it with their col-
leagues at other construction companies. A total
of 132 survey questionnaires were collected, even
though a significant portion of respondents were
reluctant to participate. The review of the collected
survey questionnaires revealed that two question-
naires were incomplete and were thus excluded
from further analysis. In addition, seven question-
naires were received from the same company, so
those from the respondent in the higher position
within the hierarchy were selected for further sta-
tistical analysis.

The research instrument used to gather primary
data consists of two components.

The results from the first section of the survey were
employed for the quantitative analysis of the con-
ceptual model. It operationalizes the variables “RG’,
“LIS’, “SND’, “OF’, and “EP”.

Questions 14-23 in the second section of the sur-
vey were used to gather general data about the
participants (name and position within the enter-
prise), the enterprises (establishment year, number
of employees, and headquarters), and information
about the core field of the enterprise (building or
infrastructure facilities, supply chain position, and
corporate geography).

The respondents who completed the questionnaire
were primarily members of senior management
(board members, sector directors, department
heads), making up 62.6% of the sample. The major-
ity of the companies were headquartered in Zagreb
(26.0%), followed by Karlovac County (19.5%), Pri-
morje-Gorski Kotar County (7.3%), Split-Dalmatia
County (6.5%), Osijek-Baranja County (6.5%), and
Zagreb County (5.7%).
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Table 1 Function of respondents in enterprises

Table 3 Legal structure of the enterprise

Function F %

Sen. Mng. 77 62.6
Mid. Lev. Mng. 32 26.0
Low. Lev. Mng. 14 11.4
b 123 100.0

Source: Author

Table 2 Distribution of enterprise headquarters

Legal entity F %
LLC 94 76.4
JSC 24 19.5
Other 5 4.1
) 123 100.0

Source: Author

Table 4 Size of the enterprise (number of employees)

Enterprise size E %
Headquarters F % (number of employees) ’
Zagreb 32 26.0 0-40 40 325
Karlovac County 24 19.5 40-100 42 34.1
Primorje-Gorski Kotar County 9 7.3 100+ 41 33.3
Split-Dalmatia County 8 6.5 X 123 100.0
Osijek-Baranja County 8 6.5 Source: Author
Zagreb County 7 5.7 .
- Table 5 Status of the contractor in the value
Istria County 6 4.9 chain structure
Brod-Posavina County 5 4.0 X
Contractor status in the E %
Bjelovar-Bilogora County 4 3.2 value chain ’
Vukovar-Syrmia County 4 3.2 Lead contractor 84 68.3
Zadar County 4 3.2 Subcontractor 39 31.7
Pozega-Slavonia County 3 2.4 2 123 100.0
Varazdin County 3 2.4 Source: Author
Sibenik-Knin County 2 1.6
T T . . .
Dubrovnik-Neretva County I P ablfz 6 ype of construction projects enterprises
participate in
Koprivnica-Krizevci County 1 8
Project type F %
Krapina-Zagorje County 1 .8
Buildings 35 28.5
Sisak-Moslavina Count 1 .8
iSax-iosavina -ounty Infrastructure facilities 86 70.9
X 123 100.0 Other 5 16
Source: Author Y 123 100.0

Of the total of 123 companies in the research sam-
ple, 76.4%, 19.5%, and 4.1% were limited liability
companies, joint stock companies, and craft en-
terprises, respectively (Table 3). According to the
number of employees, the sample was divided
into three equal subgroups: 0-40 (32.5%), 40-100
(34.1%), and above 100 employees (33.3%), as can
be seen in Table 4. A total of 68.3% of respondents
declared that they primarily perform most of their
business activities as main contractors, while 31.7%
do so as subcontractors (Table 5).

Source: Author

Table 7 Location of construction projects enter-
prises participate in

Project location E %
Local 60 48.8
Croatia 53 43.1
Croatia and abroad 10 8.1
) 123 100.0

Source: Author
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A total of 70.9% of respondents base their business
primarily on infrastructure construction, while for
28.5% of respondents, building construction is the
dominant activity (Table 6). Slightly less than half
of the respondents perform construction work lo-
cally, in the area of their headquarters (48.8%),
while 43.1% carry out projects across the Republic
of Croatia, and only 8.1% engage in export activities
by performing work abroad (Table 7).

4. Factor analysis

In the next step, factor analysis of the research vari-
ables was performed. The validity and reliability of
the questionnaire were assessed by factor analysis
and the Cronbach o test. The reliability of the meas-
urement scales is acceptable since for all Cronbach’s
constructs o > 0.7. Kaiser-Meyer-Olkin’s measure of
sampling adequacy was 0.909 for “Relational Gov-
ernance®, 0.829 for “Subcontractor Network Design’,
0.732 for “Level of Information Sharing’;, 0.913 for
“Operational Flexibility’, and 0.872 for “Enterprise
Performance’; which indicates that factor analysis
will be useful. Furthermore, the Bartlett test exam-
ines the hypothesis that the correlation matrix is
an identity matrix, which would indicate that the
variables are unrelated and unsuitable for detecting
latent structures. For all observed variables, the p-
value was 0.00.

Factor analysis produced four factors of the varia-
ble “Relational Governance”: the first, “Confidence”,
which includes five items (with factor loadings
ranging from .636 to .752); the second, “Commit-
ment’, which includes two items (with factor load-
ings ranging from .554 to .787); the third, “Coor-
dination”, which includes five items (with factor
loadings ranging from .563 to .720); and the fourth,
“Joint problem solving”, which includes five items
(with factor loadings ranging from .534 to .816).

The “Subcontractor Network Design” variable con-
sists of two factors: the first, “Bond intensity’, which
includes six items (with factor loadings ranging
from .422 to .800), and the second, “Selection crite-
ria’, which includes four items (with factor loadings
ranging from .411 to .737).

The “Level of Information Sharing’ and “Opera-
tional Flexibility” variables did not exhibit a latent
structure. Factor loadings of “Level of Information
Sharing” and “Operational Flexibility” range from
.606 to .884 and from .647 to .746, respectively.

Factor analysis of the “Enterprise Performance”
variable produced two factors: “Operating perfor-
mance’, which includes seven items (with factor
loadings ranging from .735 to .870), and “Financial
performance’, which includes four items (with fac-
tor loadings ranging from .762 to .949).

5. Research results

The testing of models and hypotheses was per-
formed using the multiple linear regression method
(hypotheses H1, H2, and H3) and the simple linear
regression method (hypothesis H4). The influence
of factors resulting from the previously conducted
factor analysis on the variables representing “Rela-
tional Governance” and “Subcontractor Network
Design” was tested before testing the model that
includes all independent variables. After evaluating
the model, it can be concluded that the independ-
ent variables do not have a significant impact on the
dependent variable, as indicated by the value of the
coefficient of determination.

Since the excluded factors of the variables “Rela-
tional Governance” and “Subcontractor Network
Design” were not significant and the level of relia-
bility of the group variables is high (.940) and (.847),
they were tested without factors in a linear multiple
regression model.

Due to the problem of multicollinearity, the stand-
ardization of dependent and independent variables
was performed.

The analysis of the standardized model indicates
that the standardized independent variable “Level
of Information Sharing” was not a significant vari-
able in the model (p = .6078). The standardized
independent variables “Relational Governance”
and “Subcontractor Network Design” are signifi-
cant model variables (p = .000, p = .0036), and their
coefficients are positive. The interpretation of the
model is 67.40%.
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Table 8 Estimated model of standardized variables OF, RG, LIS and SND

VARIABLE

OF p p r

RG 0.670659 0.0000 0.777 | Coeflicient of determination R* | 0.674043
LIS -0.039056 0.6078 0.559

SND 0.228237 0.0036 0.660

Source: Author

Here, the fourth hypothesis was tested using a
single linear regression model. The standardized
independent variable “Operational Flexibility” is

a significant variable in the model (p = .000), and
its coefficient is positive. The interpretation of the
model is 37.20%.

Table 9 Estimated model of standardized EP and OF

VARIABLE
ER B p r
OF 0.578463 0.0000 0.667 | Coefficient of determination R* | 0.372062

Source: Author

Following the rejection of hypothesis H3, a new
model was developed (Figure 2). This model inves-
tigates the direct impact of the independent vari-

ables “RG”, “LIS”, and “SND’; without the mediation
of the “Operational Flexibility” variable.

Table 10 Estimated model of standardized variables EP, RG, LIS, and SND

VARIABLE

EP B p r

RG 0.197794 0.0237 0.657 Coefficient of determination R* | 0.591533
LIS 0.184159 0.0051 0.605

SND 0.474340 0.0000 0.701

Source: Author

In this model, the independent variables “RG” (p =
.0237), “LIS” (p .0051), and “SND” (p = .0000) were
significant, and their coefficients were positive.
Although all three variables are significant, it can

be seen that the “SND” variable has the strongest
impact on “EP”. The interpretation of the model is
59.15%.

Table 11 Summary of all coefficients of determination

Model 1 Model 2 Model 3
RG 0.670659 - 0.197794
LIS -0.039056 - 0.184159
SND 0.228237 - 0.474340
OF - 0.578463 -
R’ 0.674043 0.372062 0.591533

Source: Author
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As can be seen in Table 11, the interpretation of
models 1, 2, and 3 is 67%, 37%, and 59%, respec-
tively.

6. Conclusion

The regression model results shows that both vari-
ables, “RG” and “SND’; are significant. However, it
can be seen that the “RG” variable has a stronger
influence on “OF” Thus, construction enterprises
should prioritize relational governance practices
when managing transactions, and then dedicate
themselves to subcontractor network design to at-
tain operational flexibility and improve business
performance. Relational governance needs to be
built on cooperation, dedication, trust, and mutual
problem-solving to provide a foundation for sub-
contractor network integration. The subcontractor
network or the whole supply channel must be well
and appropriately designed so that it can be quick-
ly adapted to meet every requirement of the end
consumer. By ensuring both relational governance
and network design processes, enterprises will be
able to use their specific resources efficiently, thus
achieving a competitive advantage and improved
business outcomes. Contrary to the author’s pre-
dictions and earlier theoretical research, the as-
sumption of a positive impact of “LIS” on “OF” was
not supported. Although information is exchanged
among members of a hybrid organization, this com-
munication does not exclusively lead to operational
flexibility. Even though the third hypothesis was not
supported by this sample, it remains significant and
may be supported by a different sample of enter-
prises engaged in construction. Moreover, a closer
examination of the sample reveals that senior man-
agement constitutes the majority of respondents,
which may imply that the information provided re-
flects higher-level perspectives and therefore does
not directly influence the operational level of the
firm. The significance of “LIS” is reflected in a later
model, where, together with the “RG” and “Subcon-
tractor Network Design” variables, it significantly
and favorably affects business performance of con-
struction companies in the Republic of Croatia.

According to the findings of this study, construction
enterprises in the Republic of Croatia form tight,
continuous hybrid organizations with their subcon-
tractors. These organizations are often based on a
collaborative mechanism that proves to be key to
achieving operational flexibility. Such supply net-

works are flexible in terms of meeting the require-
ments of individual construction projects, which
ultimately leads to positive changes in the quality of
business performance.

Recommendations for future research are based on
the limitations of the conducted research. The first
limitation of this study is related to the sample size
and the data collection technique, which restrict
the ability to extrapolate the research findings to
the entire population, while leaving room for cer-
tain specific conclusions to be drawn.

Furthermore, the fact that the constructs were as-
sessed using respondents’ views poses another limi-
tation. The research relied on the assessment of a
single respondent within each organization, which
may result in a skewed and subjective representa-
tion of the situation. This issue is especially evident
when measuring company performance, as in that
case, each manager essentially evaluates themselves
and their work. Therefore, future research should
consider measuring company performance using
more appropriate and objective performance indi-
cators.

This research tested the impact of a collaborative
hybrid organization, so future research could focus
on some other determinants of hybrid organiza-
tions, particularly the role of power.

Empirical research has investigated the relation-
ships between model variables and thus confirmed
and expanded existing knowledge. Both the posi-
tive effects of collaborative hybrid organizational
structures on operational flexibility and the ben-
efits of operational flexibility in relation to enter-
prise performance were observed. The confirmed
hypotheses also clarify how the process of forming
a hybrid organization and exploiting their specif-
ics improves company performance, which has not
been explained in the literature so far.

Owners and managers of construction enterprises
should consider organizing transactions in a hybrid
manner, in light of empirical findings on the ben-
efits of collaborative hybrid organizations. In other
words, enterprises should strategically approach
the design and management of their subcontractor
networks, aiming for effectiveness rather than just
efficiency.

Vol. 38, No. 1 (2025), pp. 29-42

EKONOMSKI VJESNIK / ECONVIEWS 39



Stankovi¢ Mocan, D.: Designing hybrid organizational models for improving the performance of construction business systems

REFERENCES

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Alolayyan, M., Al-Qudah, M., Hunitie, M., Akour, I., Alneimat, S., Al-Hawary, S. & Alshurideh, M.
(2022). Validating the operational flexibility dimensions in the medical service sectors. Uncertain Sup-
ply Chain Management, 10(4), 1397-1404.

Benton Jr., W. C. & McHenry, L. F. (2010). Construction Purchasing & Supply Chain Management. The
McGraw-Hill Companies, Inc.

Buganza, T., Gerst, M. & Verganti, R. (2010). Adoption of NPD flexibility practices in new technol-
ogy-based firms. European Journal of Innovation Management, 13(1), 62-80.

Choi, T. Y. & Kim, Y. (2008). Structural embeddedness and supplier management: A network perspec-
tive. Journal of Supply Chain Management, 44(4), 5-13.

Chu, P. Y., Chang, K. H. & Huang, H. F. (2012). How to increase supplier flexibility through social
mechanisms and influence strategies?. Journal of Business & Industrial Marketing, 27(2), 115-131.

Cousins, P. D., Handfield, R. B., Lawson, B. & Petersen, K. J. (2006). Creating supply chain relational
capital: The impact of formal and informal socialization processes. Journal of Operations Management,
24(6), 851-863.

Droge, C., Jayaram, J. & Vickery, S. K. (2004). The effects of internal versus external integration prac-
tices on time-based performance and overall firm performance. Journal of Operations Management,
22(6), 557-573.

Duclos, L. K., Vokurka, R. J. & Lummus, R. R. (2003). A conceptual model of supply chain flexibility.
Industrial Management & Data Systems, 103(6), 446-456.

Dyer, J. H. (1997). Effective interfirm collaboration: How firms minimize transaction costs and maxi-
mize transaction value. Strategic Management Journal, 18(7), 535-556.

Dyer, J. H. & Singh, H. (1998). The relational view: Cooperative strategy and sources of interorganiza-
tional competitive advantage. Academy of Management Review, 23(4), 660-679.

Eckstein, D., Goellner, M., Blome, C. & Henke, M. (2015). The performance impact of supply chain
agility and supply chain adaptability: The moderating effect of product complexity. International Jour-
nal of Production Research, 53(10), 3028-3046.

Fantazy, K. A. & Mohamed Salem, M. (2016). The value of strategy and flexibility in new product de-
velopment. Journal of Enterprise Information Management, 29(4), 525-548.

Fawcett, S. E., Osterhaus, P, Magnan, G. M, Brau, J. C. & McCarter, M. W. (2007). Information sharing
and supply chain performance: the role of connectivity and willingness. Supply Chain Management:
An International Journal, 12(5), 358-368.

Ferguson, R. J., Paulin, M., Méslein, K. & Miiller, C. (2005). Relational governance, communication
and the performance of biotechnology partnerships. Journal of Small Business and Enterprise Develop-
ment, 12(3), 395-408.

Fredericks, E. (2005). Infusing flexibility into business-to-business firms: A contingency theory and
resource-based view perspective and practical implications. Industrial Marketing Management, 34(6),
555-565.

Gosling, J., Purvis, L. & Naim, M. M. (2010). Supply chain flexibility as a determinant of supplier selec-
tion. International Journal of Production Economics, 128(1), 11-21.

Golden, W. & Powell, P. (1999). Exploring inter-organisational systems and flexibility in Ireland: a case
of two value chains. International Journal of Agile Management Systems, 1(3), 169-176.

Gosain, S., Malhotra, A. & El Sawy, O. A. (2004). Coordinating for flexibility in e-business supply
chains. Journal of Management Information Systems, 21(3), 7-45.

Handfield, R. B. & Bechtel, C. (2002). The role of trust and relationship structure in improving supply
chain responsiveness. Industrial Marketing Management, 31(4),367-382.

EKONOMSKI VJESNIK / ECONVIEWS Vol. 38, No. 1 (2025), pp. 29-42



Stankovi¢ Mocan, D.: Designing hybrid organizational models for improving the performance of construction business systems

20.
21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

Handfield, R. B. & Nichols, E. L. (2002). Supply Chain Redesign. Prentice-Hall.

Huo, B., Zia Ul Haq, M. & Gu, M. (2020). The impact of information sharing on supply chain learning
and flexibility performance. International Journal of Production Research, 59(5), 1411-1434.
https://doi.org/10.1080/00207543.2020.1824082

Jin, Y., Vonderembse, M., Ragu-Nathan, T. S. & Smith, J. T. (2014). Exploring relationships among IT-
enabled sharing capability, supply chain flexibility, and competitive performance. International Jour-
nal of Production Economics, 153, 24-34.

Jin, Z., Deng, E, Li, H. & Skitmore, M. (2013). Practical framework for measuring performance of
international construction firms. Journal of Construction Engineering and Management, 139(9), 1154-
1167.

Johnston, D. A., McCutcheon, D. M., Stuart, F. I. & Kerwood, H. (2004). Effects of supplier trust on
performance of cooperative supplier relationships. Journal of Operations Management, 22(1), 23-38.

Josi, A. W. & Campbell, A. J. (2003). Effect of environmental dynamism on relational governance in
manufacture-supplier relationships: A contingency framework and an empirical test. Journal of the
Academy of Marketing Science, 31(2), 176-188.

Kanter, R. R. (1994), Collaborative advantage: The art of alliances. Harvard Business Review, 72(7/8),
96-108.

Krohmer, H., Homburg, C. & Workman, J. P. (2002). Should marketing be cross-functional? Concep-
tual development and international empirical evidence. Journal of Business Research, 55(6), 451-465.
Lee, H. & Choi, B. (2003), Knowledge Management Enablers, Processes and Organizational Perfor-
mance: An Integrative View and Empirical Examination. Journal of Management Information Systems,
20(1), 179-228.

Li, S., Ragu-Nathan, B., Ragu-Nathan, T. S. & Rao, S. S. (2006). The impact of supply chain manage-
ment practices on competitive advantage and organizational performance. Omega, 34(2), 107-124.
Mandal, S. (2015). Supply and demand effects on supply chain flexibility: An empirical exploration.
Knowledge and Process Management, 22(3), 206-219.

McEvily, B. & Marcus, A. (2005). Embedded ties and the acquisition of competitive capabilities. Stra-
tegic Management Journal, 26(11), 1033-1055.

Menard, C. (2008). A New Institutional Approach to Organization. In Menard, C. & Shirley, M. M.
(Eds.), Handbook of New Institutional Economics (pp. 281-318). Springer.

Merschmann, U. & Thonemann, U. W. (2011). Supply chain flexibility, uncertainty and firm perfor-
mance: An empirical analysis of German manufacturing firms. International Journal of Production
Economics, 130(1), 43-53.

Moberg, C. R., Cutler, B. D., Gross, A. & Speh, T. W. (2002). Identifying antecedents of information
exchange within supply chains. International Journal of Physical Distribution & Logistics Management,
32(9), 755-770.

Morgan, R. M. & Hunt, S. D. (1994). The commitment-trust theory of relationship marketing. Journal
of Marketing, 58 (3), 20-38.

Oly Ndubisi, N., Jantan, M., Cha Hing, L. & Salleh Ayub, M. (2005). Supplier selection and manage-
ment strategies and manufacturing flexibility. Journal of Enterprise Information Management, 18(3),
330-349.

Omar, A., Davis-Sramek, B., Myers, M. B. & Mentzer, J. T. (2012). A global analysis of orientation,
coordination, and flexibility in supply chains. Journal of Business Logistics, 33(2), 128-144.

Pfeffer, J. & Salacnik, R. G. (2003). The External Control of Organizations: A Resource Dependence
Perspective. Stanford University Press.

Ring, P. S. & Van de Ven, A. H. (1994). Developmental processes of cooperative interorganizational
relationships. Academy of Management Review, 19(1), 90-118.

Vol. 38, No. 1 (2025), pp. 29-42 EKONOMSKI VJESNIK / ECONVIEWS


https://doi.org/10.1080/00207543.2020.1824082

Stankovi¢ Mocan, D.: Designing hybrid organizational models for improving the performance of construction business systems

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54,

55.

56.

57.

58.

59.

60.

Roath, S. A. & Sinkovics, R. R. (2006). Utilizing relational governance in export relationships: leverag-
ing learning and flexibility and satisfaction relationship between exporters and their foreign sales and
marketing intermediaries. Advances in International Marketing, 16, 157-185.

Sako, M. (1992). Prices, Quality, and Trust: Inter-firm Relations in Britain and Japan. Press Syndicate
of the University of Cambridge.

Samaddar, S., Nargundkar, S. & Daley, M. (2006). Inter-organizational information sharing: The role
of supply network configuration and partner goal congruence. European Journal of Operational Re-
search, 174(2), 744-765.

Sezen, B. (2008). Relative effects of design, integration and information sharing on supply chain per-
formance. Supply Chain Management: An International Journal, 13(3), 233-240.

Spekman, R. E. (1988). Strategic Supplier Selection: Understanding Long-Term Buyer Relationships.
Business Horizons, 31(4), 75-81.

Stankovi¢ Mocan, D. (2019). Oblikovanje hibridnih organizacijskih modela u cilju poboljsavanja perfor-
mansi gradevinskih poslovnih sustava [Doctoral dissertation, University of Rijeka]. University of Rijeka.

Stankovi¢ Mocan, D. (2023). Determinants of collaborative hybrid organisations in the construction
industry of the Republic of Croatia. Organization, Technology and Management in Construction: An
International Journal, 15(1), 107-121.

Stein, T. & Sweat, J. (1998). Killer supply chains. Information Week, 708(9), 36-46.

Stevenson, M. & Spring, M. (2007). Flexibility from a supply chain perspective: definition and review.
International Journal of Operations & Production Management, 27(7), 685-713.

Stevenson, M. & Spring, M. (2009). Supply chain flexibility: An inter-firm empirical study. Interna-
tional Journal of Operations & Production Management, 29(9), 946-971.

Sun, J., Xie, X., Zhou, M. & Yan, L. (2023). How to drive green innovation of manufacturing SMEs un-
der open innovation networks — the role of innovation platforms’ relational governance. Management
Decision. https://doi.org/10.1108/MD-10-2022-1452

Uzzi, B. (1997). Social structure and competition in interfirm networks: The paradox of embedded-
ness. Administrative Science Quarterly, 42(1), 35-67.

Vickery, S. K., Droge, C. & Markland, R. E. (1997). Dimensions of manufacturing strength in the furni-
ture industry. Journal of Operations Management, 15(4), 317-330.

Wang, E. & Wei, H. L. (2007). Interorganizational governance value creation: Coordinating for infor-
mation visibility and flexibility in supply chains. Decision Sciences, 38(4), 647-674.

Williamson, O. E. (1989). Transaction cost economics. In Schmalensee, R. et al. (Eds.), Handbook of
Industrial Organization (pp. 135-182). Elsevier.

Wu, L., Chuang, C. H. & Hsu, C. H. (2014). Information sharing and collaborative behaviors in en-
abling supply chain performance: A social exchange perspective. International Journal of Production
Economics, 148, 122-132.

Yamin, S., Gunasekaran, A. & Mavondo, F. T. (1999). Relationship between generic strategies, competi-
tive advantage and organizational performance: an empirical analysis. Technovation, 19(8), 507-518.
Zacharia, Z. G., Nix, N. W. & Lusch, R. F. (2009). An analysis of supply chain collaborations and their
effect on performance outcomes. Journal of Business Logistics, 30(2), 101-123.

Zaheer, A. & Venkatraman, N. (1995). Relational governance as an interorganizational strategy: An
empirical test of the role of trust in economic exchange. Strategic Management Journal, 16(5), 373-392.

Zhang, M., Zhao, X. & Qi, Y. (2014). The effects of organizational flatness, coordination, and prod-
uct modularity on mass customization capability. International Journal of Production Economics, 158,
145-155.

Zhou, H. & Benton Jr., W. C. (2007). Supply chain practice and information sharing. Journal of Opera-
tions Management, 25(6), 1348-1365.

EKONOMSKI VJESNIK / ECONVIEWS Vol. 38, No. 1 (2025), pp. 29-42


https://doi.org/10.1108/MD-10-2022-1452

	_Hlk193364197
	_Hlk66272151
	_Hlk162354069
	_Hlk193363176
	_Hlk185312271
	_Hlk185507670
	_Hlk185507830
	_Hlk66435615
	_Hlk172716363
	_Hlk66447582
	_Hlk184889918
	_Hlk172025761

