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Developing perceived proximity in virtual organizations

Introduction
While widespread Internet access and advances in information and communication
technology have enabled knowledge workers to carry out their tasks regardless of geographic
location, inability to rely on physical interactions among employees provokes managerial
challenges specific to operations in highly virtual work environments. Some of them, such as
diminished knowledge sharing (Allen et al., 2015) and those related to employee perceptions
of organizational membership (Wiesenfeld et al., 2001), concern organizational level and need
to be studied in the context of virtual organizations (VO).
The broad definition of VO refers to organisational entities that rely on a network of
geographically dispersed teams and/or individuals (Riemer & Vehring, 2012), sometimes
operating completely without physical premises (Asatiani & Penttinen, 2018). In this research
we focus on internal VOs, which consist of virtual collaborators residing within one
organizational entity (Asatiani & Penttinen, 2018).
It is important to understand how internal VOs cope with challenges linked to remote
work and develop perceived proximity: “a dyadic and asymmetric construct which reflects one
person’s perception of how close or how far another person is” (Wilson et al., 2008: 979) or “a
cognitive and affective sense of relational closeness” (Oleary et al., 2014: 1219). We extend the
definition of perceived proximity by Wilson et al. (2008) from individual level to both
individual and organizational levels and define perceived proximity to organization in virtual
organizations as an employee’s perception of closeness to employer and distant teammates
(other employees with whom the employee works together) and formulate our research question
as: How is perceived proximity to organization (to employer and other employees) developed
in virtual organizations?

3
Theoretical background
We build our paper on the model of perceived proximity developed by Wilson et al.
(2008), which is applied to dyads working together distantly (see Figure 1). Individual’s
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We now turn to the model itself. As shown in Figure 2, an individual’s perceived
proximity to another is the product of their communication and identification
processes, and the individual and socio-organizational factors affecting them.

I ndividual Factors:
- Openness to experience
- Experience with dispersed work

M ediators:
- Communication
Physical
Pr oximity

- Identification

Per ceived Pr oximity
to O ther s

Socio-or ganizational Factor s:
- Network structure
- Structural assurance

Physical Proximity
Although one can feel distant from colleagues who work in the same office
(Quadrant 2 of Figure 1), our focus in this paper is on geographically dispersed
teams and, thus, physical distance between team members is the basis for our
subsequent considerations of perceived proximity. However, people often perceive
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Methodology
We conducted a qualitative, comparative case study (Yin, 2018) of two small-sized
internal virtual organizations (further referred as VO1 and VO2), that were founded in a
knowledge intensive industry in 2015. Primary data is represented by 24 semi-structured indepth interviews, and is complemented by text documents of secondary data, obtained from
posts on VO founders’ Instagram blogs. The data was analyzed using descriptive coding (Miles
et al., 2014), where some codes were attributed to concepts mentioned in the literature (e.g.,
components of the model by Wilson et al. (2008)) and other emerged progressively in an
inductive manner and were linked to other existing concepts such as employer branding and
psychological contract.

Results and discussion
The study revealed that despite geographic dispersion and rare or absent face-to-face
contact among colleagues, employees’ perceived proximity to organization on individual level,
observed through employees’ feeling of closeness and willingness to socialize with colleagues,
is high. Perceived proximity to employer, indicated by cognitive and affective perceptions of
closeness towards the founders, is of different levels in two VOs depending on the type of
psychological contract developed (Rousseau, 2004). While employees develop a relational
psychological contract in VO2, employees of VO1 build a transactional type of psychological
contract. Employer-branding activities signalled through different human resources (HR)
practices have an impact on the type of psychological contract developed by employees (Guest
& Conway, 2002) and thus on the level of perceived proximity to employer. The differentiating
role of HR practices in developing identification with the employer is explained further (see
Table 1 for a summary).
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Network structure and structural assurance support high levels of frequency, depth, and
interactivity of communication among colleagues in both VOs. Both VOs use HR practices to
show VO founders’ identities to form initial level of trust towards the employers (McKnight et
al., 1998) as well as to create a pool of candidates who already identify with the employer and
can potentially identify with the current employees. However, when entering these two VOs,
candidates receive different signals about psychological contracts developed with employees.
While VO1 does not provide a distinctive organizational image (Dutton et al., 1994) to identify
with and shapes transactional psychological contract with its employees, VO2 uses HR
practices to showcase both employees’ and employer’s identities and builds relational
psychological contract with its employees.

Conclusion
Our study confirms Wilson et al.’s model (2008) of individual perceived proximity and
reveals that with the support of HR practices signalling employer branding messages,
employees develop perceived proximity not only to their colleagues, but also to the employer
through the processes of identification with the employer and communication with colleagues
(see Figure 2). The results also demonstrate that in the VO with transactional psychological
contract identification with organization and perceived proximity to employer are low while in
the VO with relational psychological contract identification with organization and perceived
proximity to employer are high.
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