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ABSTRACT 

Increased competitive pressure for speed and innovation, global commoditization, and 

competition for talented workers has provided firms with greater incentives to assess and 

improve their human resource strategies with respect to attracting, motivating, and retaining 

employees. Consequently, many firms want to be perceived by employees as a great firm to 

work for. However, becoming perceived by employees as a great firm to work for requires a 

significant resource commitment. If firms are going to make this resource commitment, a 

relationship between being perceived by employees as a great firm to work for and firm 

performance should be clearly established. Extant academic studies about being a great firm to 

work for are generally approached from the managerial perspective. Studies that investigate 

being a great firm to work for from the employee perspective are more scarce. In order to 

develop a better understanding of the potential performance benefits of being perceived by 

employees as a great firm to work for, this study compares the performance of great firms to 

work for (as determined by employees) to their respective industry averages. Further, potential 

contextual factors that affect the strength of the relationship between being perceived by 

employees as a great firm to work for and firm performance are examined in order to identify the 

situations where devoting resources to being perceived by employees as a great firm to work for 

is more beneficial. Results support the existence of a relationship between being perceived by 

employees as a great firm to work for and several firm performance outcomes. In addition, some 

support for the moderating roles of contextual factors is found. 
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CHAPTER I 

INTRODUCTION 

 

A great firm to work for (GFWF) is defined as a firm whose employees have positive 

attitudes toward their jobs (Chan, Gee, and Steiner 2000; Keller 1997) as well as positive 

perceptions of their work environment (Delaney and Huselid 1996; Yoon, Beatty, and Suh 

2001). Previous work that is largely focused on the managerial perspective finds that superior 

HR systems lead to increased firm performance. Empirical research that examines the employee 

perspective of being a GFWF is less prevalent and tends to use short term, market-related 

performance measures that are not as directly related to employee contribution such as stock 

price. Since being perceived by employees as a GFWF requires a significant resource 

commitment (Pfeffer 1998), a relationship between being perceived by employees as a GFWF 

and firm performance should be clearly established. This study investigates whether being 

perceived by employees as a GFWF leads to superior firm performance relative to GFWFs‘ 

respective industry averages. 

A key theoretical perspective for linking firm resources and firm performance is the 

resource-based view (RBV) of the firm (Barney 1991; Conner 1991; Peteraf 1993; Wernerfelt 

1984). RBV asserts that if a firm‘s resources have the attributes of value, rarity, inimitability, and 

non-substitutability then a sustained competitive advantage is accrued to the firm leading to 

superior firm performance (Barney 1991). RBV is a major theory that researchers employ to 

develop knowledge in the arena of strategic human resource management (SHRM) (Becker and 
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Huselid 2006; Delery and Doty 1996; Kamoche 1996; Wright and McMahan 1992; Wright and 

Snell, 1998). SHRM involves understanding the link between a firm‘s HR practices and the 

strategic management function (Wright and McMahan 1992). SHRM researchers emphasize the 

need for coordination across specific HR practices (Wright and McMahan 1992). Firms that 

successfully engage in SHRM align their HR practices in a way that creates a valuable, rare, 

costly-to-imitate, and non-substitutable bundle of resources (i.e., HR system) (Becker and 

Huselid 2006). In its simplest form, the SHRM model is the relationship between a firm‘s HR 

system and firm performance.  

The majority of research in the field of SHRM is approached from a managerial 

perspective. These studies generally measure the effect of individual HR practices or HR systems 

on firm performance using managers as key respondents (e.g., Becker and Huselid 1998; Huselid 

1995). The general consensus based on empirical findings is that a positive relationship exists 

between HR practices and HR systems and firm performance (e.g., Combs et al. 2006). Yet, 

employees evaluate whether or not their firm‘s work environment is preferable to other potential 

employers and hence are instrumental in determining whether a firm is a GFWF (Nishii and 

Wright 2007). Furthermore, Love and Singh (2011) contend that the relationship between 

GFWFs and firm performance needs greater examination from the employee perspective. 

Academic studies that approach the relationship between GFWFs and firm performance 

from the employee perspective are relatively scarce (e.g., Ballou, Godwin, and Shortridge 2003; 

Edmans 2011). The studies that examine this relationship from the employee perspective 

generally test whether GFWFs perform better than industry competitors on short-term market 

measures such as return stock prices (e.g., Filbeck and Preece 2003). However, the short-term 

market measures used in these studies are difficult to conceptually link to the effects employees 
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have on the firm. Hence, there is a need for further investigation of the employee perspective 

using performance outcomes that are more intuitively related to employees‘ contribution to firm 

success.  

In order to develop a better understanding of the long-term performance benefits of 

devoting resources toward being a GFWF, this dissertation conducts three independent studies 

(using three lists of GFWFs from the employee perspective) that compare the performance of 

GFWFs to their respective industry averages. In addition, to corroborate our findings, a group of 

GFWFs determined using a Delphi-style panel of human resource management experts is 

analyzed. Further, potential moderating variables of the relationship between GFWFs and firm 

performance are examined in order to identify the situations where devoting resources to being a 

GFWF is more beneficial.  

Overview of Conceptual Model 

Guided by RBV and SHRM, this dissertation asserts that being perceived by employees 

as a GFWF provides the opportunity for sustained competitive advantage and therefore better 

performance than industry competitors. Figure 1 depicts the conceptual model that illustrates the 

study hypotheses. The model proposes that GFWFs perform better than industry averages in 

terms of growth potential, productivity, innovation, operating profit, and customer satisfaction. 

Further, the strengths of these relationships may be influenced by the contextual factors of firm 

size, type of industry, and type of product.  
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Contribution of Dissertation 

Wright and McMahan (2011) point out an overemphasis on the managerial perspective in 

the literature with a lack of concentration on the employee perspective. Nishii and Wright (2007) 

contend that the causal chain between HR activities and firm performance needs to take into 

account employees‘ perceptions. That is, given that people perceive reality in different ways 

(Fiske and Taylor 1991), firms cannot expect employees to interpret HR systems in the same 

manner as their managers. Hence, the effect of HR systems is not always likely to be anticipated 

by management. Furthermore, the effects of HR practices are based on the meanings that 



5 

 

employees connect to these practices.  So, studies that look at HR systems from the managerial 

perspective fail to capture these employee idiosyncrasies (Nishii and Wright 2007).  

Love and Singh (2011) also identify a need for more robust empirical research about the 

performance effects of being perceived by employees as a GFWF. By using lists of GFWFs, this 

study will provide insights into the relationship between GFWFs as determined by employees 

and firm performance. In addition, Becker and Huselid (2006) call for research to determine the 

presence of contextual factors that may moderate the relationship between being a GFWF and 

firm performance. In response to this call, our study tests the influences of three contextual 

factors, specifically firm size, type of industry, and type of product, that may affect the 

relationship between being perceived by employees as a GFWF and firm performance.  

Extant literature uses the tenets of RBV to contend that human resources can be a source 

of sustained competitive advantage (e.g., Wright, McMahan, and McWilliams 1994). However, 

this theoretical argument has not been empirically tested with data collected from employees. By 

undertaking a more comprehensive investigation of firms that are recognized by employees to be 

great to work for, a major contribution of this study is to better understand whether allocating 

resources to becoming a GFWF is a source of sustained competitive advantage that drives 

superior firm performance. The results of this study could offer stronger empirical support to the 

RBV-based argument that has been applied to the SHRM literature.  

From the practitioner point of view, this study provides managers with actionable 

guidelines such as whether their respective firm should allocate resources to being perceived by 

their employees as a GFWF and what specific performance-related outcomes can be reached 

through such commitment of resources. Thus, the results of this study shed light on whether 

being perceived by employees as a GFWF provides firms with opportunities for a sustained 
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competitive advantage and superior performance. Managers are also provided with insights about 

what particular performance-related benefits they can expect from being perceived as a GFWF 

by employees.  

Moreover, by investigating the potential contextual factors affecting the relationship 

between being a GFWF and firm performance, managers are presented with circumstances 

where devoting resources to being perceived by employees as a GFWF may be more beneficial. 

Specifically, the results of the moderation analyses can provide greater understanding for 

managers about whether the relationship between GFWFs and firm performance is stronger for 

(1) larger or smaller firms, (2) service or goods dominant firms, and (3) low tech or high tech 

goods firms. Finally, given that these contextual factors may differ across the various firm 

performance outcomes, managers may be able to develop a better understanding of what types of 

performance benefits to expect based on firm characteristics. 

 

Organization of Dissertation 

This proposal is organized as follows: Chapter I provides an introduction to the topic 

area, an overview of the conceptual model and the contribution of the dissertation. Chapter II 

discusses being perceived by employees as a GFWF including conceptually defining this focal 

construct, delineating the elements of GFWFs, and reviewing the extant literature that 

investigates the performance benefits of being perceived by employees as a GFWF. In addition, 

Chapter II reviews the theoretical foundations of this study, the resource-based view (RBV) and 

strategic human resource management (SHRM). Chapter II also reviews the relevant background 

literature about the performance benefits of being perceived by employees as a GFWF and 

employee-related firm performance indicators. Chapter III employs RBV to propose and provide 
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the rationales for the study hypotheses that underlie the conceptual model. Chapter IV describes 

the sources of data used to test the hypotheses and the methods of data analysis. Chapter V 

reports the results of the analyses. Chapter VI discusses the results, theoretical implications, 

managerial implications, limitations, and opportunities for future research.  
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CHAPTER II 

LITERATURE REVIEW 

Great Firms to Work For 

A great firm to work for (GFWF) is defined as a firm whose employees have positive 

attitudes toward their jobs (Chan, Gee, and Steiner 2000; Keller 1997) as well as positive 

perceptions of their work environment (Delaney and Huselid 1996; Yoon, Beatty, and Suh 

2001). Researchers investigate both components of this study‘s definition of a GFWF. For 

example, Chan, Gee, and Steiner (2000) find that firms with happy employees (i.e., positive 

attitudes toward their jobs) have higher market performance than firms in their respective 

industries. With respect to the second component, Ballou, Godwin, and Shortridge (2003) 

conceptualize positive perceptions of a work environment as employees‘ assessments of their 

workplaces‘ quality. Ballou, Godwin, and Shortridge (2003) refer to these assessments as 

recognition of firm characteristics that enhance employee work experiences and help employees 

achieve a balance between work and life.  

Since 1998, Fortune magazine has benchmarked GFWFs from the employee perspective 

in its list of the 100 Best Companies to Work For. As the reputation of this list grows, employers 

are increasingly interested in being on Fortune’s 100 Best Companies to Work For list (Joo and 

McLean 2006). Consequently, this phenomenon has also attracted the attention of researchers 

who have performed various studies about the GFWFs on this list. For instance, Fulmer, Gerhart, 

and Scott (2003) report that GFWFs have higher return-on-assets than the broad market and, in 
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some cases, matched groups, while Edmans (2011) finds that GFWFs generate superior stock 

returns than industry-matched portfolios.  

Research approaches the phenomenon of GFWFs from three primary perspectives. The 

first perspective, organizational behavior, is about the attitudes and cognitions of employees. 

Organizational behavior researchers investigate concepts like employee engagement (e.g., Saks 

2006), job involvement (e.g., Keller 1997), and employee happiness (e.g., Chan, Gee, and 

Steiner 2000). Generally, these studies explore how attitudes and cognitions affect individual and 

organizational performance. Most research finds that positive attitudes and cognitions lead to 

better performance. For example, the employee engagement literature finds that employee 

engagement is associated with positive outcomes including customer satisfaction (Harter, 

Schmidt, and Hayes 2002), organizational commitment (Saks 2006), and financial performance 

(Harter, Schmidt, and Hayes 2002). Also, research on employee happiness finds a significant 

relationship between employee happiness and both employee (Rego and Cunha 2008; Wright 

and Cropanzano 2004) and firm performance (Chan, Gee, and Steiner 2000). Furthermore, the 

job involvement literature finds that job involvement has a positive effect on organizational 

commitment (Keller 1997), organizational citizenship behaviors (Diefendorff et al. 2002), 

employee effort (Brown and Leigh 1996), and job performance (Diefendorff et al. 2002).  

The second perspective that underlies the concept of GFWFs is the field of human 

resources, which investigates the work structures that motivate and satisfy employees. In this 

area, researchers examine superior HR practices and HR systems from the managerial 

perspective and positive work climates and high quality workplaces from the employee 

perspective. In general, researchers find that superior HR practices (e.g., Forrier and Sels 2003) 

and systems (e.g., Arthur 1994) lead to positive outcomes both at the individual and firm level. 
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From the employee perspective, positive work climates are shown to mediate the relationship 

between HRM and performance (Delaney and Huselid 1996; Kopelman, Brief, and Guzzo 1990). 

For instance, Kopelman, Brief, and Guzzo (1990), in their model of organizational functioning, 

contend that HRM practices designed to increase productivity do so by creating a more positive 

work climate. In addition, empirical work shows that high quality workplaces are associated with 

increased firm performance (Ballou, Godwin, and Shortridge 2003; Fulmer, Gerhart, and Scott 

2003). For example, Ballou, Godwin, and Shortridge (2003) find that firms considered to have 

high quality workplaces enjoy higher market values than their competitors. 

The third perspective that is important to understanding the concept of GFWFs is 

strategy. In general, strategy studies the link between various firm activities and performance 

(e.g., Barney 1991). From the managerial perspective, research investigates how superior 

strategic HR initiatives are associated with increased firm performance (e.g., Huselid 1995). 

From the employee perspective, research examines how GFWFs perform better than their 

competitors. For example, in the services context, Lau (2000) finds that GFWFs experience 

higher sales and assets growth as well as higher return-on-assets growth than industry 

competitors. These three primary perspectives, organizational behavior, human resources, and 

strategy define the conceptual boundaries of this study‘s focal construct, GFWFs. 

Based on the extant literature, this study identifies key characteristics that employees 

consider when determining if their employer is a GFWF. Characteristics of GFWFs are job 

satisfaction (e.g., Bradford, Crant, and Williams 2009), recognition programs (e.g., Wright, 

Dunford, and Snell 2001), career opportunities (e.g., Malik and Vartak 2011), training 

opportunities (e.g., Boxall and Macky 2009), management credibility (e.g., Orpen and King 



11 

 

1989), camaraderie (e.g., Haller and Hadler 2006), and job control (e.g., Frese and Zapf 1994). 

The next sections define and briefly discuss each of these characteristics of GFWFs. 

Job Satisfaction 

Job satisfaction is defined as ―a pleasurable or positive emotional state resulting from the 

appraisal of one‘s job or job experiences‖ (Locke 1976, p. 1304). According to Herzberg and 

Snyderman (1959), motivating factors that foster job satisfaction are intrinsically-based such as 

recognition, interesting work, responsibility, and career growth. On the other hand, factors that 

lead to job dissatisfaction tend to be extrinsically-based such as company policy, supervision, 

interpersonal relationships, work conditions, salary, status, and security (Herzberg 1959). 

Schroder (2008) reports that key motivators in the 1970s and 1980s were intrinsic factors such as 

interesting work. However, due to changes in the social, political, economic, and technological 

environments, present day employees are more motivated by extrinsic factors such as good 

salaries, lifestyle issues, a healthy work environment, and job security (Ahmed et al. 2010; 

Schroder 2008).  

A key reason why employees choose to remain with their employers is job satisfaction 

(Tett and Meyer 1993). When employees are more satisfied, they will do a superior job for the 

organization (Wilson and Frimpong 2004). Empirical studies demonstrate that job satisfaction 

positively influences organizational commitment (Tett and Meyer 1993), organizational 

citizenship behavior (Williams and Anderson 1991), productivity (Savery and Luks 2001), 

motivation (Sledge, Miles, and Coppage 2008), and empowerment (Thomas and Dunkerley 

1999) and negatively impacts intent to leave (Rothausen, Gonzalez, and Griffin 2009), 

absenteeism (Cheloha and Farr 1980), stress (Thomas and Dunkerley 1999), and mental health 

problems (Faragher, Cass, and Cooper 2005).  
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Recognition Programs 

Recognition is defined as the way that firms and their people acknowledge an individual 

employee‘s contributions to firm success through appreciation (Kouzes and Posner 2007). 

According to Pfeffer (1998), recognition programs provide employees with rewards for their 

contributions to the firm and their accomplishment of personal and professional goals. 

Recognition programs take two general forms: (1) monetary rewards like raises or bonuses and 

(2) acknowledgment of a job well done such as plaques or honorary ceremonies (Ali and Ahmed 

2009).  

Recognition programs are shown to be positively associated with organizational 

effectiveness, higher productivity and reduced turnover (Cameron and Pierce 1994). Sirgy et al. 

(2008) contend that recognition programs satisfy employees‘ needs for self-actualization, self-

esteem and social recognition. Brun and Dugas (2008) suggest that recognition provides 

employees with a sense of accomplishment and achievement. On the other hand, when effective 

recognition programs are not present, employee dissatisfaction and intent to leave increases 

(Bassett and Scofidio 2005). Brun and Dugas (2008) also show that employees who are not 

recognized are increasingly dissatisfied leading to decreased production.  

Training Opportunities 

Training opportunities are described as strategic decisions to provide employees with 

knowledge and skills (Wexley and Latham 2001). Training involves a systematic method of 

learning and development in order to enhance individual, team, and firm effectiveness (Kraiger 

and Ford 2007). Training is regarded as one of the most pervasive HR practices (Boselie, Dietz, 

and Boon 2005). Empirical studies indicate an association between training and greater 

organizational commitment (Bartlett 2001), firm and operational performance (Crook et al. 
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2011), and productivity (Conti 2005). Training opportunities are also found to be associated with 

decreased employee stress (Kushnir, Cohen, and Kitai 2000), turnover (Choi and Dickson 2009), 

and absenteeism (Frayne 1991).    

Career Opportunities 

Career opportunities are defined as the perception of attainable positions within an 

employee‘s current firm that align with the employee‘s career goals (Kraimer et al. 2011). 

Employees who perceive that they are able to advance their careers are more satisfied with their 

jobs than those employees who do not perceive career opportunities (Gaertner and Nollen 1992).  

By providing career opportunities, firms can attract, retain, and develop better human capital 

(Brown and Yoshioka 2003; Hughes and Rog 2008). Bigliardi, Petroni, and Dormio (2005) find 

that career opportunities are associated with lower employee turnover. A recent study of GFWFs 

indicates that the best firms strongly emphasize their employees‘ growth within existing roles, 

growth within current functional areas of assignment, growth outside established functional 

areas, and growth through cross-functional team assignments (Malik and Vartak 2011).  

Management Credibility 

Management credibility refers to the extent to which a manager is perceived as being 

trustworthy and competent (Hovland, Janis, and Kelly 1953; Kim et al. 2009). This definition is 

grounded in the source credibility literature. Hovland et al. (1953) claim that source credibility is 

a function of the perceived expertise of the source and the confidence in the source‘s honest 

application of said expertise. Previous research indicates that the accuracy, completeness, and 

timeliness of management‘s prior disclosures will affect management‘s credibility (Tan, Libby, 

and Hunton 2002). Management credibility is shown to relate positively to relationships with 
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subordinates (Mayer, Davis, and Schoorman 1995), employees‘ task performance (Podsakoff 

and Farh 1989), and general attitudes toward the organization (Orpen and King 1989).  

Camaraderie 

Camaraderie in the workplace refers to the extent that interpersonal relationships in a 

firm are characterized by friendship, team spirit, and mutual concern (Rego and Souto 2009). 

Camaraderie is also defined as the attitude of an employee who is harmoniously cooperating with 

other colleagues within the framework of an organization's culture and values (Baroutas 2011). 

Kets de Vries (2001) contends that individuals‘ core humanity is found in the search for 

relationships with other people. Social bonds are commonly accepted as a source of positive 

emotions (Hornsey and Jetten 2004). Intimate and rewarding relationships with other people, 

including co-workers, are a major source of happiness and satisfaction with life (Baumeister and 

Leary 1995; Haller and Hadler 2006; Maslow and Lowry 1968).  These types of relationships 

play a critical role in meeting social, intimacy, and security needs while supporting physical and 

psychological well-being (Baumeister and Leary 1995; Weiss 1991).  

Firms can encourage and develop camaraderie among their employees by providing 

rituals that allow employees to socialize with their managers in non-work settings (Klotz and 

Buckley 2010). Kohli and Jaworski (1990) find that encouraging camaraderie in the workplace 

allows market orientation to have a stronger effect on organizational commitment, employee 

team spirit, customer orientation, and job satisfaction and a reduced effect on role conflict. 

Job Control 

Job control is defined as the instrumental work discretion characterized by task variety, 

individual development, creativity, and lack of repetitiveness (Dwyer and Ganster 1991; Karasek 

1979) as well as the ability to make decisions about the job and influence the work group or firm 
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(Frese et al. 1996; Karasek 1979). Researchers contend that giving employees control over their 

work leads to improved mental health, job satisfaction, and performance (Emery and Trist 1960; 

Frese and Zapf 1994; Hackman and Lawler 1971; Karasek 1979).  

Terry and Jimmieson (1999) observe that there is consistent evidence in the literature that 

high levels of job control are associated with low levels of stress-related outcomes such as 

anxiety, burnout, mental health complaints, and alcohol consumption. Furthermore, Bond and 

Bunce (2001) find that increasing job control can improve levels of job performance, mental 

health, and absenteeism. Job control is also shown to be strongly associated with job satisfaction 

(Hackman, Pearce, and Wolfe 1978; Parkes 2003), organizational commitment (Acorn, Ratner, 

and Crawford 1997), work motivation (Tummers et al. 2001; Tummers Landeweerd, and van 

Merode 2002), productivity (van den Berg et al. 2011) and job performance (Bond and Bunce 

2003; Bond and Flaxman 2006).  

In summary, job satisfaction, recognition programs, career opportunities, training 

opportunities, management credibility, camaraderie, and job control are each identified in the 

literature as important elements of a GFWF.  

Theoretical Foundations 

This study focuses on two major theoretical perspectives to study the GFWFs-firm 

performance relationship: the resource-based view (RBV) and strategic human resource 

management (SHRM). RBV is appropriate because it examines the relationship between firm 

resources and firm performance. SHRM complements RBV because it specifically investigates 

the relationship between employees and firm performance. We next discuss RBV and SHRM in 

greater detail. 
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Resource-Based View of the Firm 

One of the most popular frameworks used in business research to understand how firms 

develop competitive advantage is the resource-based view (RBV) of the firm (Barney 1991; 

Wernerfelt 1984). RBV is widely used in multiple research areas including strategic management 

(e.g., Barney 1991; Peteraf 1993), logistics (e.g., Olavarrieta and Ellinger 1997), and marketing 

(e.g., Hunt and Morgan 1995), as well as strategic human resource management (SHRM) (e.g., 

Wright and McMahan 1992; Wright, McMahan, and McWilliams 1994). Originally based on the 

work of Penrose (1958), RBV provides an explanation for how firm resources can be leveraged 

to deliver superior firm performance (Barney 1991; Penrose 1958; Wernerfelt 1984). As 

elaborated by Wernerfelt (1984), RBV focuses on the attributes of individual resources that a 

firm possesses and their linkage with strategy development.  

Barney (1991) defines firm resources as all assets, capabilities, firm processes, firm 

attributes, information, and knowledge that facilitate the formation and implementation of 

performance improvement strategies. According to Barney (1991), resources fall into three 

categories: physical capital resources, human capital resources, and organizational capital 

resources. Physical capital resources include a firm‘s plant and equipment, physical technology, 

location, and access to raw materials. Human capital resources include the intelligence, insight, 

training, judgment, relationships, and experience of managers and employees in a firm. 

Organizational capital resources include a firm‘s structure, formal and informal systems of 

planning, controlling, and coordinating, as well as relationships between the firm and outsiders 

such as suppliers or government agencies (Barney 1991). According to RBV, resources are the 

source of competitive advantage. Competitive advantage refers to when a firm is ―implementing 
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a value creating strategy not simultaneously being implemented by any current or potential 

competitors‖ (Barney 1991; p. 102).  

RBV differs from the traditional strategy perspective as it focuses on resources within 

firms. Thus, according to RBV, competitive advantage is only possible when resources are 

heterogeneous and immobile (Barney 1991). Resource heterogeneity means that resources vary 

across firms while resource immobility refers to the idea that competing firms cannot obtain each 

other‘s resources (Barney 1991). If resources are the same across firms and/or can easily be 

transferred between firms, a sustained competitive advantage is not attainable. 

Based on RBV, to create a sustained competitive advantage, firms must effectively 

manage resources and/or capabilities that are (1) valuable, (2) rare, (3) costly-to-imitate, and (4) 

not easily substitutable (Barney 1991). According to Barney (1991), firm attributes may possess 

the other elements necessary to be a source of competitive advantage (i.e., rareness, inimitability, 

non-substitutability), but, to be considered a resource, these attributes must be valuable. 

Resources are valuable when they allow a firm to implement strategies that improve its 

efficiency and effectiveness (Barney 1991).  

Resources are rare when they cannot be acquired by a large number of competing firms. 

If many firms possess a particular valuable resource, these firms could use the resource in the 

same way such that no firm can achieve a competitive advantage (Barney 1991). This concept 

applies to bundles of resources that are necessary for firms to develop and implement strategies 

(Wernerfelt 1984). That is, in order for strategies to be developed and implemented, different 

resources such as physical capital resources, human capital resources, and organizational 

resources are needed. If the bundle of resources used to develop and implement a strategy is not 

rare, then competing firms can develop and implement a similar strategy. Hence, the strategy 
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will not be a source of sustained competitive advantage even if the resources are valuable 

(Barney 1991). 

Resources can be costly-to-imitate (i.e., not easily copied) for one or a combination of 

three potential reasons: unique historical conditions, causal ambiguity, and social complexity 

(Dierickx and Cool 1989). The unique history of a firm can control the resources a firm acquires 

and how the resources are utilized. If a firm acquires valuable and rare resources due to its 

unique path, then it will be able to develop strategies using these resources that other firms 

cannot. Therefore, a firm‘s history could contribute to a sustained competitive advantage because 

the likelihood that other firms have the same history is almost nonexistent (Dierickx and Cool 

1989).  

Causal ambiguity refers to the idea that competing firms do not know the specific actions 

necessary to duplicate the strategies of firms with sustained competitive advantages (Dierickx 

and Cool 1989). Based on causal ambiguity, the link between a firm‘s resources and a firm‘s 

sustained competitive advantage is not understood (Dierickx and Cool 1989). When this link is 

not understood, duplicating the firm‘s strategy through imitation is difficult. Not only does 

causal ambiguity need to exist for competing firms, the firm with a sustained competitive 

advantage must not perfectly understand the link between its resources and competitive 

advantage. In this way, competing firms cannot duplicate competitive advantages by hiring away 

employees from a firm with a sustained competitive advantage. Firm resources may also be 

costly-to-imitate due to social complexity (Dierickx and Cool 1989). Social complexity refers to 

relationships with managers, suppliers, customers, and among employees. These unique and 

complex webs of relationships are difficult to imitate (Dierickx and Cool 1989).  
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The last requirement for a resource to be a source of a sustained competitive advantage is 

non-substitutability. Barney (1991) contends that ―there must be no strategically equivalent 

valuable resources that are themselves either not rare or imitable‖ (p. 111). A competing firm 

may not be able to imitate another firm‘s resources, but substituting a similar resource that 

allows the firm to develop and implement the same strategy may be possible. In this case, the 

resource will not be a source of sustained competitive advantage, even if the resource is valuable, 

rare, and costly-to-imitate (Barney 1991).  

A firm‘s HR can be viewed as a bundle of resources that can be strategically leveraged to 

develop a competitive advantage (Schuler and MacMillan 1984; Ulrich 1991; Wright, McMahan, 

and McWilliams 1994). The following sections discuss the development of strategic human 

resource management (SHRM) and how RBV helps researchers better understand how HR can 

be strategically leveraged to create a sustained competitive advantage and superior firm 

performance.  

Strategic Human Resource Management 

The field of human resource management (HRM) represents the traditional framework 

for understanding the HR function. HRM consists of practices for managing organizations. These 

practices are typically categorized into subfields of selection, training, appraisal, and rewards 

(Fombrun, Tichy, and Devanna 1984), generally indicating the identifiable functions of the HR 

department in organizations. HRM research generally investigates these subfields individually 

(Wright and McMahan 1992). The field of HRM can be considered the sum total of the 

knowledge within the individual HRM practices (Wright and McMahan 1992). Research about 

individual HRM practices is conducted using a micro-perspective, with minimal integration 

across the various subfields.  
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Traditional HRM research largely investigates the relationship between individual HR 

practices and firm performance (e.g., Forrier and Sels 2003). Generally HR practices are defined 

as firm actions aimed at managing the pool of human resources and ensuring that these resources 

are utilized to meet firm-related goals (Schuler and Jackson 1987; Wright and Snell 1991). 

Empirical studies demonstrate evidence of a link between HR practices and employee-related 

outcomes such as productivity (Guthrie 2001), job satisfaction (Bond and Bunce 2003), job 

performance (Wright, Gardner, and Moynihan 2003), intent to leave (Gardner et al. 2001), 

organizational commitment (Meyer and Allen 1997), and absenteeism (Gardner et al. 2001). 

These studies provide empirical support for the conclusion that employee perceptions of HR 

practices influence productivity (Guthrie 2001), commitment to the organization (Shahzad, 

Bashir, and Ramay 2008), and absenteeism (Gardner et al. 2001). Overall, the results of extant 

work generally support the notion that when appropriately designed, HR practices can help 

improve firm performance. Yet, due to the lack of integrated research across the various HR 

functions, the focus of traditional HRM continues to be on the micro- (i.e., HR practice) rather 

than the macro- (i.e., HRM system) level (e.g., Wright and Snell 1991). Furthermore, as Nishii 

and Wright (2007) observe, this type of research does not provide sufficient theoretical insight 

into how integrated HR practices affect performance.  

However, researchers are increasingly taking a more macro-oriented approach (Wright, 

McMahan, and McWilliams 1994). This approach is termed strategic human resource 

management (SHRM) (Butler, Ferris, and Napier 1991). SHRM is defined as ―the pattern of 

planned HR deployments and activities intended to enable an organization to achieve its goals‖ 

(Wright and McMahan 1992; p. 298). This definition underscores two aspects that distinguish 

SHRM from traditional HRM. First, this definition entails the vertical linking of HR functions 
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with the firm‘s strategic management process (Dyer 1985; Golden and Ramanujam 1985; Guest 

1989). Second, this definition emphasizes the horizontal coordination across the various HR 

functions (Schuler and Jackson 1987; Wright and Snell 1991) through a planned pattern of 

action.  

Wright (1998) also contends that Wright and McMahan‘s (1992) definition implies that 

there are at least four components of SHRM. The first component is SHRM‘s focus on a firm‘s 

employees (i.e., ―human resources‖) as the primary source of competitive advantage. Second, the 

idea of ―activities‖ underscores HR policies, practices, and programs as the means through which 

employees can be ―deployed‖ to achieve a competitive advantage. Next, ―pattern‖ and ―planned‖ 

express the purpose and process of strategy: a sound alignment that can be expressed as fit. This 

fit is made up of vertical (alignment with a firm‘s strategy) and horizontal (HR activities aligned 

with each other) aspects. Lastly, this definition of SHRM implies that HR practices, employees, 

and the ―planned pattern‖ are all for a purpose, that purpose being ―goal achievement‖ (Wright 

1998).   

Snell, Youndt, and Wright (1996) propose an additional definition of SHRM. In the spirit 

of the macro-organizational approach of viewing the role and function of HR in the larger 

organization, these researchers describe SHRM as ―organizational systems designed to achieve 

competitive advantage through people‖ (Snell, Youndt, and Wright 1996; p. 62). This definition 

emphasizes the importance of integrating HR with the rest of the firm while also advocating the 

value of people as strategic resources that represent critical investments in a firm‘s performance 

(Lahteenmaki, Storey, and Vanhala 1998). Snell, Youndt, and Wright (1996) suggest three key 

elements of SHRM. First, HR has to be viewed from a system or bundles perspective. Next, 

individual HR practices act in unison to build skills and motivate employee behaviors. Third, the 
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skills and behaviors that are developed and supported by bundles of HR practices can be aligned 

in ways that provide strategic advantages to the firm.  

Accordingly, SHRM research generally investigates a firm‘s HR efforts as a whole. 

These holistic efforts are most commonly referred to as HR systems (Arthur 1994) and are also 

referred to as high performance work systems (Becker and Huselid 1998) and HR architectures 

(Lepak and Snell 1999). HR systems have been conceptualized as a set of discrete but 

interconnected HR practices. Taken together, these HR systems are responsible for recruiting, 

cultivating, retaining, and motivating a workforce that has outstanding capabilities, that applies 

these capabilities to their job activities and whose job activities lead to superior employee-related 

firm performance outcomes and sustained competitive advantage (Becker and Huselid 1998; 

Guthrie 2001; Way 2002).  

The general consensus of SHRM studies is that complementary HR practices will have a 

stronger interactive effect if executed as part of a HR system than if executed separately (e.g., 

Ichniowski 1990; MacDuffie 1995). A meta-analysis conducted by Combs et al. (2006) finds that 

superior HR practices are consistently and positively related to firm performance. Consistent 

with SHRM, these researchers also find that superior HR systems positively influence firm 

performance and that this relationship is stronger than the relationship between individual HR 

practices and firm performance. Overall, extant knowledge suggests that investigating HR from 

the system rather than the individual practice level provides greater insights into HR‘s 

relationship with firm performance (e.g., Huselid 1995).  

Moreover, in order to better understand how integrated HR practices influence firm 

performance, Nishii and Wright (2007) contend that the causal chain needs to take into account 

employees‘ perceptions of HR practices. That is, given that people perceive reality in different 
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ways (Fiske and Taylor 1991), firms cannot expect all employees to interpret HR systems in the 

same manner. Hence, the effect of HR systems is not always likely to be as anticipated by 

management. Furthermore, the effect of HR practices will be based on the meanings that 

employees connect to these practices (Fiske and Taylor 1991).  However, most studies look at 

HR systems from a purely managerial perspective and therefore fail to capture potential 

employee idiosyncrasies (Nishii and Wright 2007). 

SHRM and RBV 

The idea that HR offers firms the opportunity for competitive advantage is not new. 

Schuler and MacMillan (1984) discuss the potential for leveraging superior HR in order to gain 

and maintain a competitive advantage. Ulrich (1991) employs RBV to describe HR as a source 

of competitive advantage. More specifically, Ulrich (1991) discusses how HR practices can be 

used to develop strategies that lead to sustained competitive advantage, contending that there 

must be a focus on the relationship between HR, strategies, and competitive advantage. Both 

these studies offer a practice-oriented perspective, showing the ways that HR can contribute 

toward sustained competitive advantage.  

Wright, McMahan, and McWilliams (1994) provide a deeper discussion of the 

relationship between RBV and SHRM by considering the four requirements necessary to achieve 

sustained competitive advantage (i.e., valuable, rare, costly-to-imitate, and non-substitutable) and 

evaluating the conditions under which HR meets these criteria. First, in order to be a source of 

sustained competitive advantage, HR must provide value to the firm. This condition requires that 

demand for labor is heterogeneous (i.e., jobs require different types of skills) and supply of labor 

is heterogeneous (i.e., people differ in their skills and level of skills). Under these circumstances, 
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HR can add value to the firm through the recruitment, selection, development, and retention of 

highly skilled people (Wright, McMahan, and McWilliams 1994).  

Second, Wright, McMahan, and McWilliams (1994) note that due to the normal 

distribution of talent in the labor market, talented employees are, by definition, rare. Thus, firms 

with talented employees relative to their competitors possess a more valuable resource than their 

competitors do. Schmidt et al. (1979) note that the total pool of talent in the marketplace is not 

unlimited; thus, firms that have talented employees are gaining capital at the expense of other 

firms (Wright, McMahan, and McWilliams 1994). 

The third requirement for HR to be a source of sustained competitive advantage is 

inimitability. If the competitive advantage gained from having a valuable and rare HR is easy to 

imitate, then HR cannot be a source of sustained competitive advantage. In order for a resource 

to be imitable, competitors must be able to (1) identify the source of the competitive advantage 

(i.e., the exact component of HR providing the advantage) and (2) exactly duplicate the relevant 

components of HR and the circumstances under which these resources function. HR is based on 

socially complex relationships and leads to firm specific competencies (Lado and Wilson 1994). 

These activities become embedded in a firm‘s history and culture and generate firm-specific 

knowledge (Fulmer, Gerhart, and Scott 2003). Superior HR practices can be imitated and 

employees can be recruited away by competitors. However, due to causal ambiguity, HR systems 

are more difficult to imitate (Wright and McMahan 1992). That is, even if a competitor firm 

hires a firm‘s employees and copies its HR practices, social complexity, unique firm history, and 

causal ambiguity prevent the firm‘s HR from being easily imitated (Dierickx and Cool 1989).  

The final component necessary to sustain a competitive advantage is that the resource 

may have no substitutes. According to Wright, McMahan, and McWilliams (1994), the argument 
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that a firm with talented employees constitutes a competitive advantage is believable. However, 

what if a firm‘s competitor establishes a new technology or work process that provides greater 

productivity increases than a firm‘s productivity increases due to having talented employees 

(Wright, McMahan, and McWilliams 1994)? So, to be a source of competitive advantage, a 

valuable, rare, and costly-to-imitate HR resource must also not have any substitutes.  

Overall, great potential exists for the use of RBV in SHRM research (Wright and 

McMahan 1992; Wright, McMahan, and McWilliams 1994). RBV‘s focus on internal 

examination provides an important way for researchers to understand how firms can develop HR 

as a competitive advantage. In the simplest form, the SHRM model is the relationship between a 

firm‘s effective exploitation of human resources and firm performance (Wright 1998). In 

addition, firms that successfully exploit valuable, rare and difficult to imitate and substitute 

human capital can serve to create a competitive advantage through the development of a 

workforce that helps fulfill a firm‘s business strategy (Wright, Dunford, and Snell 2001). Such 

competitive advantage leads to improved firm performance, increased profitability, and greater 

market values (Becker and Huselid 1998).  

Performance Benefits of GFWFs 

From the managerial point of view, the study of HR practices and systems provides the 

basis for understanding strategies that lead to more effective HR systems (Huselid 1995; Huselid, 

Jackson, and Schuler 1997; Wright and McMahan 1992). Specifically, previous work finds that 

effective HR systems are positively related to operational performance measures like 

productivity and retention (Becker et al. 1997; Dyer and Reeves 1995), as well as financial 

measures like revenue, growth, and market returns (Dyer and Reeves 1995; Huselid 1995). 

However, employees judge whether or not their firm‘s work environment is preferable to those 
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of competitors (Nishii and Wright 2007; Pfeffer 1998). That is, employees determine whether 

their firm is a GFWF. To date, only a handful of studies have specifically examined the 

performance benefits of being a GFWF from the employee perspective (see Table 1 for a 

summary of these studies). 

  

Most of the research studies summarized in Table 1 investigate whether GFWFs perform 

better than a group of matched competitor firms in their particular industry based on stock prices. 

Using Fortune’s 100 Best Companies to Work for list from 1998, Fulmer, Gerhart, and Scott 

(2003) find that GFWFs have higher stock returns than the broad market and, in some cases, 

matched competitor groups. Ballou, Godwin, and Shortridge (2003) compare GFWFs from 

Fortune’s 100 Best Companies to Work for 1998-2001 lists to matched competitor firms. 
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Controlling for book value, past operational performance, and R&D expense, the study finds that 

the market value of GFWFs exceeds those of matched competitor firms. Similarly, Chan, Gee, 

and Steiner (2000) analyze performance data on 60 out of the Fortune’s (1998) list of 100 Best 

Companies to Work for finding that GFWFs perform better than matched industry competitors 

based on various stock-based performance measures.  

More recently, Edmans (2011) performs a comprehensive analysis using all GFWFs from 

Fortune’s 100 Best Companies to Work For from inception through 2009 finding that GFWFs 

generate stock returns superior to industry-matched portfolios. In a follow-up study, Edmans 

(2012) include Fortune’s 100 Best Companies to Work For lists from 2010 and 2011 obtaining 

similar results. That is, GFWFs continued to generate significantly higher stock returns than their 

peers. However, Edmans (2012) also points out that the implications for whether management 

should invest resources toward becoming a GFWF are unclear since the positive effect on stock 

returns is realized over the long term. 

Some studies examine the relationship between GFWFs and other performance measures 

including return on assets, sales growth, and asset growth. Fulmer, Gerhart, and Scott (2003) find 

that GFWFs have higher return on assets than the broad market and, in some cases, matched 

groups. In an investigation of internal service quality using Fortune’s 100 Best Companies to 

Work for list from 1999, Lau (2000) finds that GFWFs have higher sales and asset growth as 

well as a higher return on assets than S&P 500 companies. However, the study finds no statistical 

differences between GFWFs and S&P 500 companies with respect to average profit margin.  

These studies provide some empirical evidence for a positive relationship between 

GFWFs and firm performance (e.g., Ballou, Godwin, and Shortridge 2003). However, much of 

the extant research uses stock or balance sheet measures like return on assets, stock prices, and 
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sales growth that are short-term by nature. Also, these measures are difficult to justify as direct 

outcomes of being a GFWF (Bernhardt, Donthu, and Kennett 2000; Chi and Gursoy 2009; 

Tornow and Wiley 1991; Wiley 1991). For example, Chi and Gursoy (2009) find no direct 

relationship between employee job satisfaction and financial performance. Instead, the results 

indicate a mediating effect of customer satisfaction on the relationship between employee job 

satisfaction and financial performance. Findings from extant studies that use only stock or 

balance sheet measures may not necessarily capture the true performance benefits of GFWFs. 

So, there is a need for greater examination of performance outcomes that are more directly and 

intuitively related to employee contributions such as growth potential, productivity, innovation, 

operating profit, and customer satisfaction.  

The next section discusses performance indicators that are generally believed to be more 

directly influenced by employees than stock or balance sheet measures.  

Employee-related Firm Performance 

Firm performance is defined in many ways including ―maximizing profits, or more 

accurately, present value‖ (Jensen and Meckling 1976, p. 307), ―high returns over longer periods 

of time‖ (Wernerfelt 1984, p. 172), ―rate of return on assets‖ (Rumelt 1991, p. 167), and ―the use 

of simple outcome-based financial indicators that are assumed to reflect the fulfillment of the 

economic goals of the firm‖ (Venkatraman and Ramanujam 1986, p. 803). Studies that 

investigate GFWFs primarily use stock or balance sheet measures of firm performance. Fewer 

studies link individual elements of GFWFs to employee-related firm performance outcomes. For 

instance, training opportunities are found to influence productivity (Conti 2005) while employee 

job satisfaction is shown to influence customer satisfaction (e.g., Chi and Gursoy 2009). The 



29 

 

next sections define and discuss the relevant literature related to employee-related firm 

performance outcomes.  

Growth Potential 

Growth potential is defined as a firm‘s ability to progress in the future (Bharadwaj, 

Bharadwaj, and Konsynski 1999). Doong, Fung, and Wu (2011) demonstrate a positive 

relationship between social and human capital and growth potential. From the managerial 

perspective, previous research finds that HR systems are positively associated with growth 

potential (Huselid and Becker 1996; Huselid, Jackson, and Schuler 1997; Ichniowski 1990). In 

addition, the results of a study by Huselid, Jackson, and Schuler (1997) indicate that there is a 

positive association between HR effectiveness and growth potential. Ellinger et al. (2002) find 

that the learning organization concept positively influences growth potential.  

Productivity 

Productivity is defined as total revenue relative to number of employees (Datta, Guthrie, 

and Wright 2005; Samuelson and Nordhaus 1989). Productivity is one of the most commonly 

used performance measures in the SHRM literature (Datta, Guthrie, and Wright 2005; Guthrie 

2001; Huselid 1995). Productivity is an important outcome measure because it indicates the 

extent that a firm‘s employees are efficiently generating revenue (Guthrie 2001). SHRM 

theorists recognize productivity as the central indicator of employee performance (e.g., Delery 

and Shaw 2001). For instance, extant work finds that HR systems made up of high performance 

work practices such as number of training hours (Huselid 1995) and incentives (Guthrie 2001) 

have a positive impact on productivity.  
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Innovation 

Innovation refers to the new products and processes that firms develop for existing and 

new markets (Damanpour 1991; Janszen 2000; Nelson 1993). The results of previous studies 

demonstrate a positive relationship between specific elements of GFWFs such as training (Chen 

and Huang 2009), recognition (Laursen and Foss 2003) and job satisfaction (Shipton et al. 2006), 

and innovation. In addition, using employee data, Shipton et al. (2006) indicate that there is a 

significant relationship between job satisfaction and innovation. Scarbrough (2003) argues that 

HR activities like selection methods, compensation strategies, and career systems encourage 

innovative activities by allowing the flow of knowledge within the organization. Employees are 

the key conduit for discovery and knowledge development of skills and therefore can be argued 

to have a significant influence on firm innovation (Scarbrough 2003). In addition, firms that have 

great work environments create an atmosphere that fosters creativity and innovation (Dul and 

Ceylan 2011; Schultz 2012). 

Operating Profit 

Operating profit refers to operating income compared to revenue (Purnanandam and 

Swaminathan 2004). Profitability is a common firm performance metric and is used in HR 

research conducted from both the managerial (e.g., Luo and Bhattacharya 2009) and employee 

(e.g., Koys 2001) perspectives. From the managerial perspective, the results of a study by Luo 

and Bhattacharya (2009) show that being a firm from Fortune’s Most Admired Companies list 

positively affects profitability. From the employee perspective, Koys (2001) finds a longitudinal 

effect of employee satisfaction on profits. Pfeffer (1998) suggests that employees impact how a 

firm functions and thus impact firm profitability.    
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GFWFs are more likely to attract human capital with higher knowledge, skills, and 

abilities than industry competitors (Wright and McMahan 2011). Further, firms who invest in 

being a GFWF are more likely to be profitable (Cassar 2006). According to Shane and 

Venkataraman (2000), being a GFWF increases the ability to discover and exploit market 

opportunities. In addition, knowledge acquired by superior human capital attracted to GFWFs 

helps firms obtain other resources such as financial and physical capital (Brush, Greene, and Hart 

2001). 

Customer Satisfaction 

Customer satisfaction is defined as the extent that a customers‘ pre-purchase expectations 

are met (Oliver 1977). Due to its effect on customer retention, customer satisfaction is a central 

firm goal (Hansemark and Albinsson 2004). Satisfied customers are considered less price 

sensitive, less distracted by competitor offerings, more likely to buy additional products, and 

more likely to remain loyal in the long term (Zineldin 2000). Given they are the collective face 

of the organization (Grandey, Dickter, and Sin 2004), employees play a critical role in both firm 

success (e.g., Wright, Dunford, and Snell 2001) and customer satisfaction (e.g., Koys 2001). 

Accordingly, employee satisfaction has been empirically linked to customer satisfaction (Chi and 

Gursoy 2009; Harter, Schmidt, and Hayes 2002; Koys 2001). For example, Koys (2001) finds 

that employee satisfaction in one year has a strong correlation with customer satisfaction in the 

subsequent year. In addition, Chi and Gursoy (2009) find that customer satisfaction mediates the 

relationship between employee satisfaction and firm performance.  

Contextual Factors 

Previous studies frequently indicate that firm characteristics influence relationships 

between various firm strategies and firm performance across many contexts. Thus, firm size 
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(e.g., Cao and Zhang 2011), type of industry (e.g., Anderson, Fornell, and Rust 1997), and type 

of product (e.g., Lee and Park 2009) are often included in business research as control or 

moderator variables. 

Firm Size 

Firm size, defined as the number of employees in a given firm, is one of the most 

commonly studied factors in business research (Damanpour 1991; Morissette 1993; Zhu, 

Kraemer, and Dedrick 2004). Firm size is found to be associated with performance outcomes 

such as sales (Collins and Clark 2003) and return on assets (Huselid 1995). Firm size is also 

shown to have a moderating influence in the contexts of innovation (e.g., Wang and Cheung 

2004), supply chain (e.g., Cao and Zhang 2011), services (e.g., de Brentani 1995) and 

international business (Bausch and Krist 2007). The general finding in these studies is that larger 

firms have more resources. Therefore, firm size may affect the strength of the relationship 

between GFWFs and firm performance (e.g., Collins and Clark 2003).  

Type of Industry 

Type of industry refers to differences across specific industries and groups such as 

whether a firm is goods dominant or service dominant (Terpstra and Rozell 1993). The 

importance of industry type in determining firm performance is well established (Beard and Dess 

1979; Dess, Ireland, and Hitt 1990; Lieberson and O‘Connor 1972; Spanos, Zaralis, and Lioukas 

2004). Previous research demonstrates that type of industry moderates the relationship between 

various firm strategies and firm performance outcomes such as productivity (Anderson, Fornell, 

and Rust 1997) and financial performance (Edvardsson et al. 2000; Terpstra and Rozell 1993).  
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Type of Product 

Previous research also shows that type of product has a moderating influence in 

advertising (e.g., Cox and Locander 1987), e-commerce (e.g., Lee and Park 2009), and sales 

(e.g., Churchill et al. 1985) contexts. In this study, type of product refers to whether a firm sells 

low tech or high tech goods (MacInnis and Heslop 1990; von Tunzelmann and Acha 2005). The 

major difference between low tech and high tech goods firms is that low tech goods firms 

compete in mature markets characterized by stable demand and longer product life cycles (von 

Tunzelmann and Acha 2005) while high tech goods firms operate in markets characterized by 

rapid product changes, short product life-cycles, and a constantly changing competitive 

environment (MacInnis and Heslop 1990).  

Conclusion 

Overall, based on the extant research highlighted in this chapter, this dissertation 

addresses a gap in knowledge concerning the performance benefits associated with being viewed 

as a GFWF from the employee perspective. RBV and SHRM provide the theoretical basis for 

examining the influence of being perceived by employees as a GFWF on firm performance from 

the employee perspective. Based on the extant theory and literature, the next chapter proposes 

study hypotheses.  
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CHAPTER III 

HYPOTHESES 

GFWFs and Firm Performance 

Extant SHRM research provides evidence that both HR practices (e.g., Huselid 1995) and 

HR systems (e.g., Arthur 1994) influence firm performance. Studies from the managerial 

perspective frequently rely on RBV as the theoretical justification for this association (Becker 

and Huselid 2006; Messersmith et al. 2011; Wright and McMahan 1992). While these studies 

add to the understanding of HR practices and systems (i.e., the managerial perspective), the 

present study focuses on the employee perspective and proposes that GFWFs are able to achieve 

and sustain a competitive advantage. Based on the key tenets of RBV, in order to be a source of 

sustained competitive advantage, GFWFs must be a bundle of resources that are valuable, rare, 

costly-to-imitate, and non-substitutable.  

GFWFs are valuable because they attract, develop, and retain highly skilled people 

(Wright, McMahan, and McWilliams 1994). Leveraging human capital is argued to be critical 

since successful firms require highly skilled people (Wright and McMahan 2011). GFWFs can 

be considered rare because many workplaces are viewed negatively by employees (Saks 2006). 

The engagement literature reports that employee engagement is decreasing and employees are 

increasingly disengaged (Bates 2004; Fisher, Frey and Lapp 2011; Richman 2006). The Towers 
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Perrin Global Workforce Study reports that only one in five employees are giving full 

discretionary effort toward their jobs (Perrin 2008).  

With respect to inimitability, GFWFs can also be considered hard to imitate due to social 

complexity, causal ambiguity, and unique histories. That is, GFWFs are comprised of a complex 

web of relationships between employees and management as well as between employees and co-

workers. Because GFWFs are made up of many elements (i.e., job satisfaction, recognition 

programs, career opportunities, training opportunities, management credibility, job control, and 

camaraderie), there is a lack of clarity as to how to become a GFWF. Therefore, a competitor 

cannot just become a GFWF by hiring managers and/or employees from other GFWFs (Wright 

and McMahan 1994). Moreover, GFWFs have unique histories that cannot be copied by 

competing firms (Wright and McMahan 1994). 

There also must be no substitutes for GFWFs. A viable substitute to being a GFWF is a 

new technological or work process that provides greater productivity increases than being a 

GFWF provides. However, these technologies and processes are easier to imitate simply by 

adopting the new technology or work process (Wright, McMahan, and McWilliams 1994). In 

this way, GFWFs are difficult to substitute in the long term and, therefore, are a source of 

sustained competitive advantage. 

Overall, this study proposes that, by satisfying the requirements for sustained competitive 

advantage laid out by RBV, GFWFs experience superior firm performance in comparison to their 

respective industry averages. This relationship is most noticeable when using firm performance 

metrics that are better linked to the employee contribution (i.e., growth potential, productivity, 

innovation, operating profit, and customer satisfaction). Most current studies use measures like 

stock price (e.g., Edmans 2012) and return on assets (e.g., Fulmer, Gerhart, and Scott 2003) that 
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may not directly reflect the employee contribution. Hence, this study addresses the shortage of 

studies that assess GFWFs from the employee perspective by assessing the relationship between 

GFWFs and firm performance using measures previously associated with employee 

performance. Specifically, the performance measures used in this study are growth potential, 

productivity, innovation, operating profit, and customer satisfaction. The remainder of this 

chapter presents the study‘s hypotheses that assess the relationship between being a GFWF and 

firm performance as well as the influence of contextual factors that may moderate this 

relationship. 

Growth Potential 

Growth potential, a market-based construct, is defined as a firm‘s ability to progress in 

the future (Bharadwaj, Bharadwaj, and Konsynski 1999). Previous research finds that GFWFs 

perform better than their competitors in terms of stock price, another market-based measure 

(Ballou, Godwin, and Shortridge 2003; Chan, Gee, and Steiner 2000; Fulmer, Gerhart, and Scott 

2003). For instance, Ballou, Godwin, and Shortridge (2003) find that firms on Fortune’s 100 

Best Companies to Work For list perform better in terms of stock price than matched firms.  

Growth potential is used to measure firm performance in various empirical studies. 

Doong, Fung, and Wu (2011) demonstrate a positive influence of social and human capital on 

growth potential. From the managerial perspective, previous research finds that HR systems are 

positively associated with growth potential (Huselid and Becker 1996; Huselid, Jackson, and 

Schuler 1997; Ichniowski 1990). For instance, Huselid and Becker (1996) estimate that a one 

standard deviation increase in the use of high performance work systems raises a firm‘s growth 

potential about $15,000 per employee. In addition, the results of a study by Huselid, Jackson, and 

Schuler (1997) indicate that there is positive relationship between HR effectiveness and growth 



37 

 

potential. Moreover, Ichniowski (1990) provides evidence that growth potential is higher for 

firms with HR systems that are non-union style (i.e., flexible job design, formal training, and 

workplace communication) than for those firms with HR systems that are union-style (i.e., 

grievance procedures, seniority-based promotions, and no flexible job design). 

Growth potential takes into account the replacement value of firm assets and hence is a 

more long-term indicator of firm performance than stock prices (Bharadwaj et al. 1999; Chung 

and Pruitt 1994). So, growth potential better reflects the long-term effect that a sustained 

competitive advantage derived from being a GFWF provides. Previous theoretical and empirical 

studies using the theoretical lenses of RBV and SHRM use growth potential as a dependent 

variable. Pettus (2001), for example, finds that firms that make specific resource-based 

development decisions experience higher growth than firms that do not develop their resources 

in this way. That is, the growth potential of a given firm is a function of the resources it develops 

in a path-dependent process (Arthur 1994).  

Growth potential is shown to be a good indicator of the performance effects of intangible 

assets such as human capital, reputation and intellectual capital (Patel and Narain 2009). 

According to Patel and Narain (2009), among the components of intangible assets, human capital 

is found to make the biggest difference in terms of growth potential implying that investing in 

recruiting and training skilled employees pays off. Therefore, since previous studies find that 

GFWFs have greater market performance in terms of stock price than their competitors and since 

growth potential is a better indicator of the long term contribution that the intangible asset of 

being a GFWF provides, we propose that 

H1: GFWFs have higher growth potential than their respective industry averages. 
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Productivity 

Productivity is defined as total revenue relative to number of employees (Datta, Guthrie, 

and Wright 2005; Samuelson and Nordhaus 1989). Productivity is one of the most commonly 

used performance measures in the SHRM literature (Boselie, Dietz, and Boon 2005; Datta, 

Guthrie, and Wright 2005; Guthrie 2001; Huselid 1995). Productivity is an important outcome 

because it indicates the extent to which a firm‘s employees are efficiently generating revenue 

(Patel and Narain 2009). SHRM theorists recognize that productivity is a central indicator of 

employee performance (e.g., Delery and Shaw 2001). For instance, the results of empirical 

studies by Huselid (1995) and Guthrie (2001) both indicate that HR systems made up of high 

performance work practices like training and incentive compensation increase productivity.  

Previous theoretical and empirical studies that employ RBV and SHRM as their 

theoretical foundation use productivity as an outcome variable. Wright, Dunford, and Snell 

(2001) combine RBV and SHRM arguments to assert that a highly valuable work force coupled 

with appropriately aligned HR systems leads to improved employee productivity. Furthermore, 

employees of GFWFs are argued to be more productive because they are more willing to use 

their discretionary effort (Colvin, Batt, and Katz 2001). In addition, GFWFs do a better job 

recruiting and developing human capital (Wright and McMahan 2011). More talented employees 

who are willing to expend more effort translate into higher productivity (Schultz 1969; Wright 

and McMahan 2011). Therefore, we propose that 

H2: GFWFs have higher productivity than their respective industry averages. 

Innovation 

Innovation refers to the new products and processes that firms develop for existing and 

new markets (Damanpour 1991; Janszen 2000; Nelson 1993). The critical role of innovation in 
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SHRM is increasingly being recognized in both business and academic literature (Cooke and 

Saini 2010; Som 2007; Wei, Liu, and Herndon 2011). The results of previous studies 

demonstrate a positive relationship between specific elements of GFWFs such as training (Chen 

and Huang 2009), recognition (Laursen and Foss 2003), and job satisfaction (Shipton et al. 2006) 

and innovation. In the SHRM context, Wei, Liu, and Herndon (2011) assert that motivating 

employees to create and develop new products is essential to the success of a firm. Accordingly, 

the results of previous research provide empirical support for a relationship between SHRM and 

increased levels of product innovation (Beugelsdijk 2008; Wei, Liu, and Herndon 2011), process 

innovation (Wei, Liu, and Herndon 2011), and workforce innovation (Flood, Guthrie, and Liu 

2008).  

Overall, GFWFs encourage innovative activities by allowing discovery and knowledge 

development of skills within the organization (Scarbrough 2003). In addition, firms that have 

great work environments create a better atmosphere for creativity and innovation (Dul and 

Ceylan 2011; Schultz 2012). According to Cooke and Saini (2010), adopting an innovation-

oriented strategy requires the implementation of many elements of being a GFWF including 

training and development, job control, and rewards and recognition. Consequently, GFWFs have 

environments characterized by creativity and the elements necessary to be innovation-oriented 

(Cooke 2002). We therefore propose that 

H3: GFWFs have higher levels of innovation than their respective industry averages. 

Operating Profit 

Operating profit refers to operating income compared to revenue (Purnanandam and 

Swaminathan 2004). Profitability is a common firm performance metric and is used in HR 

research conducted from both the managerial (e.g., Luo and Bhattacharya 2009) and employee 
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(e.g., Koys 2001) perspectives. From the managerial perspective, the results of a study by Luo 

and Bhattacharya (2009) show that being a firm from the Fortune’s Most Admired Companies 

list positively affects profitability. From the employee perspective, the results of a study by Koys 

(2001) show a longitudinal effect of employee satisfaction on firm profits. Additionally, 

Waldman et al. (2001) find a positive relationship between GFWFs and net profit margin. These 

findings indicate that employees have a significant influence on how a firm functions (Pfeffer 

1998). Furthermore, operating profit is a common performance metric used in both empirical and 

theoretical work in the RBV and SHRM literature. For example, Paauwe and Boselie (2005) 

refer to both RBV and SHRM in their discussion of the relationship between high involvement-

high performance work practices and performance measured by operating profit. 

GFWFs are more likely to attract human capital with higher knowledge, skills, and 

abilities than industry competitors (Wright and McMahan 2011). Further, firms who invest in 

being a GFWF are more likely to be profitable (Cassar 2006). According to Shane and 

Venkataraman (2000), being a GFWF increases the ability to discover and exploit market 

opportunities. In addition, knowledge acquired by superior human capital attracted to GFWFs 

helps firms obtain other resources such as financial and physical capital (Brush, Greene, and Hart 

2001). So, GFWFs do a better job with strategic planning which leads to better performance in 

terms of profitability (Baum, Locke, and Smith 2001; Frese, Garst, and Fay 2007). Taken 

together, GFWFs are more effective and efficient in their business operations which in turn 

influences operating profit (Unger et al. 2011) Therefore, we propose that 

H4: GFWFs have higher operating profit than their respective industry averages. 
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Customer Satisfaction 

Customer satisfaction is defined as the extent that a customers‘ pre-purchase expectations 

are met (Oliver 1977). Due to its effect on customer retention, customer satisfaction is a central 

firm goal (Hansemark and Albinsson 2004). Satisfied customers are considered less price 

sensitive, pay less attention to competitor offerings, are more likely to buy additional products 

and services, and are more likely to remain loyal in the long-term (Zineldin 2000). As the 

collective face of the organization (Grandey, Dickter, and Sin 2004), employees play a critical 

role in both firm success (e.g., Wright, Dunford, and Snell 2001) and customer satisfaction (e.g., 

Koys 2001). Accordingly, research consistently links employee satisfaction and customer 

satisfaction (Chi and Gursoy 2009; Harter, Schmidt, and Hayes 2002; Koys 2001). For example, 

Koys‘ (2001) study shows that employee satisfaction in one year has a strong correlation with 

customer satisfaction in the subsequent year. In addition, Gursoy (2009) finds that customer 

satisfaction mediates the relationship between employee satisfaction and firm performance. The 

explanation for these findings is that satisfied employees are happier and therefore treat 

customers better.  

Previous research that employs the RBV and SHRM perspectives include customer 

satisfaction as a dependent variable. For instance, using an RBV argument, Gouthier and Schmid 

(2003) contend that the role of relationships between service employees and customers is critical 

in driving customer satisfaction. In a SHRM context, Nishii, Lepak, and Schneider (2008) find 

that customer satisfaction is influenced by employee behaviors based on their attitudes toward 

HR practices. Overall, GFWFs are characterized by employees who have positive perceptions of 

their work environments. These positive employee perceptions lead to more satisfied customers. 

Therefore, we propose that 
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H5: GFWFs have higher customer satisfaction than their respective industry averages. 

Contextual Factors 

To better understand circumstances where devoting resources to being a GFWF is 

beneficial, this study also assesses contextual factors that may influence the relationship between 

GFWFs and firm performance. Previous studies indicate that firm size (e.g., Cao and Zhang 

2011), type of industry (e.g., Anderson, Fornell, and Rust 1997), and type of product (e.g., Lee 

and Park 2009) are contextual variables that influence relationships between firm strategy and 

firm performance.   

Firm Size 

Consistent with previous literature, firm size is defined as the number of employees in a 

given firm (Axtell 2001). Based on RBV, firms with superior bundles of resources are more able 

to conceive of and execute unique strategies that competitors will find difficult to imitate 

(Barney 1991; Wernerfelt 1984). Larger firms generally have access to more resources than 

smaller firms (Collins and Clark 2003). In previous research, firm size is associated with 

performance outcomes such as sales (Collins and Clark 2003) and return on assets (Huselid 

1995). Firm size also has a moderating influence on the relationships between firms strategies 

and firm performance in the contexts of innovation (e.g., Wang and Cheung 2004), supply chain 

(e.g., Cao and Zhang 2011), services (e.g., de Bretani 1995), and international business (Bausch 

and Krist 2007). Research also suggests that as firms grow in size they develop better more 

efficient HR systems (Collins and Clark 2003; Huselid 1995; Katou and Budhwar 2007; 

McNabb and Whitefield 2001). Hence, we hypothesize that larger firms can better leverage the 

benefits of being a GFWF. 
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H6: Firm size moderates the relationship between being perceived as a GFWF by employees and 

(a) growth potential (b) productivity, (c) innovation, (d) operating profit, and (e) customer 

satisfaction such that the relationship is stronger (weaker) for larger (smaller) firms. 

Type of Industry 

The importance of industry type in influencing firm performance is well established 

(Beard and Dess 1979; Dess, Ireland, and Hitt 1990; Lieberson and O‘Connor 1972; Spanos, 

Zaralis, and Lioukas 2004). Previous research shows that type of industry moderates the 

relationship between various firm strategies and firm performance outcomes such as productivity 

(Anderson, Fornell, and Rust 1997) and financial performance (Edvardsson et al. 2000; Terpstra 

and Rozell 1993).  

Type of industry refers to differences across specific industries and groups such as 

whether a firm is goods dominant or service dominant (Terpstra and Rozell 1993).Terpstra and 

Rozell (2006) report that while service dominant firms exhibit very strong relationships between 

HR practices and firm performance, no significant relationships are found between HR practices 

and firm performance for goods dominant firms. Goods dominant firms involve tangible 

products and often employ other methods for creating resource advantages such as superior 

product quality, radical innovation, and supply chain efficiencies (Fisher 1997). On the other 

hand, service dominant firms sell intangible products so are more focused on relationship quality 

with their customers (Parasuraman, Zeithaml, and Berry 1985). Hence, service dominant firms 

may accrue greater benefits from human resource advantages since these firms rely more heavily 

on their employees to build these relationships. Thus, we hypothesize that 

H7: Type of industry moderates the relationship between being perceived as a GFWF by 

employees and (a) growth potential (b) productivity, (c) innovation, (d) operating profit, and (e) 
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customer satisfaction such that the relationship is stronger (weaker) for service- (goods-) 

dominant firms. 

Type of Product 

Previous research shows that type of product has a moderating influence in the 

advertising (e.g., Cox and Locander 1987), e-commerce (e.g., Park and Lee 2009), and sales 

(e.g., Churchill et al. 1985) contexts. In this study, type of product refers to whether a firm sells 

low tech or high tech goods. Low tech goods firms compete in mature markets characterized by 

stable demand and longer product life cycles (von Tunzelmann and Acha 2005). Consequently, 

low tech goods firms rely more on employees to increase efficiency and reduce costs through the 

participative bottom-up nature of process innovation (Sundbo 1996). 

On the other hand, high tech goods firms operate in markets characterized by rapid 

product changes, short product life-cycles, and a constantly changing competitive environment 

(MacInnis and Heslop 1990). Consequently, high tech goods firms rely more on new product 

development through the less participative top-down nature of radical innovation (Davenport 

2013). Therefore, we hypothesize that low tech goods firms can better leverage the benefits of 

being perceived as a GFWF by employees than high tech goods firms: 

H8: Type of product moderates the relationship between being perceived as a GFWF by 

employees and (a) growth potential (b) productivity, (c) innovation, (d) operating profit, and (e) 

customer satisfaction such that the relationship is stronger (weaker) for low (high) tech goods 

firms. 

The next chapter discusses how the data to test these hypotheses are collected and 

analyzed.  
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CHAPTER IV  

METHOD 

Introduction 

Data for this study were obtained from four independent sources of great firms to work 

for (GFWFs) and two sources of firm performance data, Compustat and the American Customer 

Satisfaction Index (ACSI) databases. To measure being a GFWF from the employee perspective, 

three annual lists are used (Fortune Magazine’s Best Companies to Work For, Glassdoor.com’s 

Employees’ Choice Awards, Careerbliss.com’s Happiest Companies in America). Each list 

identifies GFWFs but does so somewhat differently. For instance, Fortune‘s list is application-

based and combines employee and management responses (Levering and Moskowitz 2013) 

while Glassdoor.com‘s and Careerbliss.com‘s lists are based 100 percent on independent 

employee reviews (www.glassdoor.com/about/best-places-to-work.htm; 

www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-

2013/). Also, Careerbliss.com‘s list accounts for how employees assess their jobs on various 

factors as well as individual employee ratings of importance for each factor 

(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-

2013/). 

Although there is a significant overlap in terms of the measures that the GFWFs lists 

considered in this study use, there are also measures that are exclusive to each list. For a full 

http://www.glassdoor.com/about/best-places-to-work.htm
http://(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-2013/
http://(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-2013/
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inventory of the measures each GFWFs list employs, please refer to Table 2. Overall, although 

all the lists measure being perceived as a GFWF by employees, each list offers a slightly 

different perspective. The fourth list from Achievers.com is included to corroborate the three 

analyses of the employee perspective samples. The Achievers.com list is not based on employee 

responses. Instead, a Delphi-style judging panel made up of HRM experts determines the 

GFWFs (http://www.achievers.com/engaged/award-judging-panel.php).  

 

The data to calculate the firm performance outcomes (growth potential, productivity, 

innovation, operating profit, and customer satisfaction) are from publicly reported data available 

in the Compustat and ACSI databases. Hence, all firms included in the final analyses are firms 

from the four lists for whose data are also available in either Compustat or ACSI from 2008-

http://www.achievers.com/engaged/award-judging-panel.php
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2012 and 2009-2013, respectively. To be included in each analysis, the firm must appear at least 

once from 2006-2013 on Fortune‘s list, 2009-2013 on Glassdoor.com‘s list, 2011-2013 on 

Careerbliss.com‘s list, and 2010-2012 on Achievers.com‘s list. The lists of GFWFs used in the 

current study are provided in Tables 3-6. Table 3 lists the 90 firms recognized by Fortune that 

have available data on Compustat, Table 4 lists the 93 firms recognized by Glassdoor.com that 

have available data on Compustat, Table 5 lists the 88 firms recognized by Careerbliss.com that 

have available data on Compustat, and Table 6 lists the 26 firms recognized by Achievers.com 

that have available data on Compustat. Some firms are recognized as being a GFWF on more 

than one list. The firms that are represented in more than one list are also highlighted in Tables 

II-V. Since fewer GFWFs firms are represented in the ACSI database, Table 7 represents a 

compilation of the 54 firms that have available data in the ACSI database across all GFWFs list.  

The tables also provides each GFWF‘s Committee on Uniform Securities Identification 

Procedures (CUSIP) number and North American Industry Classification System (NAICS).  

Measures 

To measure being a GFWF, lists of GFWFs from four independent sources are used. 

These sources are considered appropriate measures of being a GFWF because they assess many 

of the major elements of being a GFWF identified in the literature. These elements include job 

satisfaction, recognition programs, training opportunities, career opportunities, management 

credibility, camaraderie, and job control. Next, an overview of the various GFWFs listings is 

provided. 

Fortune’s Best Companies to Work For (2006-2013) 

Fortune magazine has been publishing the The 100 Best Companies to Work For since 

1998 but the roots of this annual study began in 1981 when a New York publisher asked two 
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business journalists, Robert Levering and Milton Moskowitz, to write a book entitled The 100 

Best Companies to Work for in America that was first published in 1984. The major insight from 

this research is that a great workplace is not a list of employee benefits, programs, and practices; 

a great workplace is about building high-quality workplace relationships characterized by trust, 

pride, and camaraderie (www.greatplacetowork.com/our-history). In addition, these relationships 

are key drivers of a firm‘s business performance. These insights led to the creation of the Great 

Place to Work Institute, a consulting firm that has worked with over 5500 firms across 45 

countries (www.greatplacetowork.com/our-history). The Great Place to Work Institute also 

conducts extensive annual surveys that rank GFWFs. In 1997, Fortune partnered with the Great 

Place to Work Institute to publish the 100 Best Companies to Work For 

(www.greatplacetowork.com/our-history). These lists are determined using the results of the 

most extensive survey of employees in corporate America. The most recent list was based on 

data from 277,000 employees at 259 firms (Levering and Moskowitz 2013).   

To determine the rankings, two-thirds of each firm‘s score is based on responses to the 

Great Place to Work Institute‘s Trust Index survey that is distributed to a random sample of 

employees from each firm (Levering and Moskowitz 2013). In order to participate, each firm 

must apply to be assessed. The survey distributed to employees asks questions related to attitudes 

about management credibility, job satisfaction, and camaraderie. The other third of each firm‘s 

score is derived from the Institute‘s Culture Audit that includes information about pay and 

benefit programs as well as open-ended questions about hiring practices, methods of internal 

communication, training, recognition programs, and diversity efforts (Levering and Moskowitz 

2013). The information for the Culture Audit is submitted by management from each applicant 

firm. To be eligible, a firm must be at least five years old, have more than 1,000 U.S. employees, 

http://www.greatplacetowork.com/our-history
http://www.greatplacetowork.com/our-history
http://www.greatplacetowork.com/our-history
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and choose to participate through an application process (Levering and Moskowitz 2013). Firms 

can be publicly traded or privately owned. There is no application fee to be considered for 

Fortune’s list.  

To gather the sample used in this study, the annual lists of firms that are published online 

(2006-2013) were collected yielding a total of 187 firms that appear on Fortune’s 100 Best 

Companies to Work For list at least once during the eight year period. Of those 187 firms, 90 

have data available on Compustat and 16 have data available on ACSI. To test the study 

hypotheses, performance data were gathered for these 90 and 16 firms and were compared to 

their respective industry averages in the Compustat and ACSI databases (see Table 3 and Table 7 

for lists of these firms). The disparity between the number of firms on the list and the number of 

firms with data on Compustat is due mostly to the fact that private companies rarely report their 

financial data to Compustat. Other reasons that firms are excluded from the analysis include 

being acquired by a larger firm, going out of business, and merging with other firms.  
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Glassdoor.com’s Employees’ Choice Awards (2009-2013) 

The Glassdoor.com’s Employees’ Choice Awards is an annual list of the Top 50 Best 

Places to Work and is based solely on the input of employees who choose to participate in an 

anonymous online survey about their firms (www.glassdoor.com/about/best-places-to-

work.htm). This survey gathers employee opinion data on some of the best reasons to work for 

their employer (pros), some of the downsides (cons), and employee advice for senior 

management. Employees are also asked to rate how satisfied they are overall with their company, 

how effectively they feel their CEO is leading, as well as important workplace attributes such as 

career opportunities, compensation and benefits, culture and values, senior management, and 

work-life balance (www.glassdoor.com/about/best-places-to-work.htm). The most recent list is 

based on nearly one-half million firm reviews submitted by employees. To be eligible, firms 

must have at least 25 reviews from current and former U.S.-based employees, an overall 

company rating of 3.51 out of 5 or higher (satisfied), a minimum workplace factor rating of at 

least 2.85 out of 5 (OK), and 1,000 employees or more (www.glassdoor.com/about/best-places-

to-work.htm). 

To gather the sample used in this study, the annual lists of firms since the Glassdoor.com 

Employee Choice Award‘s inception (2009-2013) are consolidated. There are a total of 124 firms 

that appear at least once on the list over the five year period. Of those 124 firms, 93 have data 

available on Compustat and 30 have data available on ACSI. To test the study hypotheses, 

performance data are collected on these 93 and 30 firms and compared to their respective 

industry averages in the Compustat and ACSI databases (see Table 4 and Table 7 for lists of 

these firms).  

http://www.glassdoor.com/about/best-places-to-work.htm
http://www.glassdoor.com/about/best-places-to-work.htm
http://www.glassdoor.com/about/best-places-to-work.htm
http://www.glassdoor.com/about/best-places-to-work.htm
http://www.glassdoor.com/about/best-places-to-work.htm
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Careerbliss.com’s 50 Happiest Companies in America (2011-2013) 

Careerbliss.com is an online career community that provides information about jobs, 

salaries, and employee reviews. Starting in 2011, Careerbliss.com has published an annual list of 

the 50 Happiest Companies in America. The survey used to develop this list is based on 

employee-generated reviews of ten factors: relationship with boss, relationships with co-workers, 

work environment, job resources, compensation, growth opportunities, company culture, 

company reputation, daily tasks, and job control over the work done on a daily basis 

(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-

2013/). Unlike the other lists in this study, the data account for how employees assess their job 

on each factor as well as individual employee ratings of importance for each factor. Reviews are 

submitted by employees independently to Careerbliss.com. Each review is assigned an average 

score indicating where the firm ranks between one and ten. For the most recent list, over 100,000 

employee reviews were used to determine the happiest firms (www.careerbliss.com/facts-and-

figures/careerbliss-50-happiest-companies-in-america-for-2013/). 

To gather the sample used in this study, the annual lists of firms since Careerbliss.com‘s 

50 Happiest Companies in America list‘s inception (2011-2013) are combined. There are a total 

of 109 firms that appear on Careerbliss.com‘s list at least once over the three year period. Of 

those 109 firms, 88 have data available on Compustat and 32 have data available on ACSI. To 

test the study hypotheses, performance data were gathered on these 88 and 32 firms and 

compared to their respective industry averages in the Compustat and ACSI databases (see Table 

5 and Table 7 for lists of these firms). 

http://(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-2013/
http://(www.careerbliss.com/facts-and-figures/careerbliss-50-happiest-companies-in-america-for-2013/


56 

 



57 

 

 

 



58 

 

Achievers.com’s 50 Most Engaged Workplaces Awards (2010-2012) 

Achievers.com’s 50 Most Engaged Workplaces Awards evaluate firms‘ policies, 

programs, and structure around eight elements of employee engagement: leadership, 

communication, rewards and recognition, professional and personal growth, accountability and 

performance, vision and values, culture, and corporate social responsibility 

(www.achievers.com/engaged/award-criteria.php). These awards recognize top firms that have 

built workplace environments that cultivate employee engagement. Unlike the other lists in this 

study, the recipients of this award receive this recognition based on the assessment of a five-

person Delphi-style judging panel made up of HRM experts 

(http://www.achievers.com/engaged/award-judging-panel.php). Therefore, as discussed, this list 

is used to provide a somewhat different perspective in order to validate the findings from the 

three other analyses (from the employee perspective).  

To gather the sample used in this study, the annual lists of firms since Achievers.com’s 

Most Engaged Workplaces Award’s inception (2010-2012) were consolidated. There are a total 

of 131 firms that appear on Achiever’s list at least once over the three year period. Of those 131, 

26 have data available on Compustat. Just like the three annual lists of GFWFs, performance 

data are gathered on these 26 firms and compared to their respective industry averages in the 

Compustat databases (see Table 6 for a list of the firms).   

http://www.achievers.com/engaged/award-criteria.php
http://www.achievers.com/engaged/award-judging-panel.php
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Performance data are obtained from two databases, Compustat and ACSI. The next 

sections provide a description of each database as well as the details of how the data are 

collected.  

Compustat Database 

Firms‘ performance scores from the Compustat database are used to assess growth 

potential, productivity, innovation, and operating profit. Standard & Poor‘s Compustat is a 

database of financial, statistical, and market information that provides more than 300 annual and 

100 quarterly income statement, balance sheet, statement of cash flows, and supplemental data 

items on publicly traded U.S. firms (Standard & Poor‘s 2003). For most companies, annual and 

quarterly data are available starting from 1950 and 1962, respectively. Compustat allows for data 
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customization for practically any financial application and has consequently been employed in 

many empirical marketing studies (Edmans 2011 and 2012; Luo and Bhattacharya 2009; Luo 

and Donthu 2006; O‘Sullivan and Abela 2007; Shin and Ellinger 2013).  

For example, Edmans (2011) uses performance data from Compustat to study the 

relationship between employee satisfaction (measured by proxy from Fortune’s 100 Best 

Companies to Work For) and stock returns, while Shin and Ellinger (2013) use Compustat data 

to investigate the effect of implicit service guarantees on return-on-investment. In addition, Luo 

and Bhattacharya (2009) develop a model of corporate social performance that they test by 

combining corporate social performance data from a sample of Fortune’s Most Admired 

Companies with marketing and financial data from Compustat. Also, Luo and Donthu (2006) 

demonstrate the impact of marketing communication productivity on Tobin‘s q and stock returns 

calculated from Compustat data. Lastly, O‘Sullivan and Abela (2007) use both primary survey 

data from managers and secondary performance data from Compustat to test a conceptual model 

of the relationship between marketing performance measurement ability and firm performance.  

Four out of the five firm performance measures considered in this study are obtained 

from Compustat.  First, growth potential is measured using Tobin‘s q which is the ratio of the 

market value of a firm to the replacement cost of the firm‘s assets (Lindenberg and Ross 1981). 

Second, productivity is measured using the ratio of revenue to number of employees (Huselid 

1995). Third, innovation is measured by proxy using R&D intensity (i.e., the ratio of R&D 

spending to revenue) (Hitt, Hoskisson, and Kim 1997; Long and Ravenscraft 2007). Last, 

operating profit is measured using earnings before interest, taxes, depreciation, and amortization 

(EBITDA) profit margin (i.e., the ratio of EBITDA to revenue) (Purnanandam and Swaminathan 

2004).  
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ACSI Database 

Firms‘ scores on the 2008-2013 ACSI databases are used to assess the fifth performance 

measure, customer satisfaction. The ACSI database, created by the National Quality Research 

Center at the University of Michigan in 1994, is designed to provide data on customer 

satisfaction in the U.S. through ongoing customer evaluations of the quality of goods and 

services. ACSI calculates customer satisfaction ratings annually by contacting approximately 

70,000 customers. The ACSI scores, ranging from 0 to 100, are made up of three items: (1) an 

overall rating of satisfaction, (2) the degree to which overall performance exceeds or falls short 

of expectations, and (3) a rating of overall performance relative to an ideal good or service in the 

product category (Fornell et al. 1996). The ACSI measures customer satisfaction annually for 

over 230 companies in 43 industries and 10 economic sectors. This extensive collection of data 

allows for comparisons between companies and across industries and sectors (www.theacsi.org). 

ACSI is a well-established source of secondary data and ACSI data are commonly utilized in 

research studies (e.g., Anderson and Sullivan 1993; Fornell 1995; Fornell, Rust, and Dekimpe 

2010; Shin and Ellinger 2013). ACSI data are available for 16 firms from Fortune’s 100 Best 

Companies to Work For list, 30 firms from Glassdoor.com’s Best Places to Work, 32 firms from 

Careerbliss.com’s Top 50 Happiest Companies. The Achievers.com’s Top 50 Most Engaged 

Workplaces does not measure being a GFWF from the employee perspective and performing a 

separate analysis is not feasible since there are only two firms from this list that have 

corresponding ACSI data. For these reasons, the ACSI analyses do not include firms from the 

Achievers.com list.  

http://www.theacsi.org/


62 

 

 



63 

 

Analysis 

Each list is analyzed separately so a total of four individual studies are conducted to test 

the effect of being a GFWF on each of the five measures of firm performance. To test H1-H4, 

the four individual groups of GFWFs (from Fortune, Glassdoor.com, Careerbliss.com, and 

Achievers.com) and their corresponding Compustat performance scores are each subjected to a 

three-step process. First, firms that are recognized at least once as a GFWF and also have 

available data on Compustat are compiled. The firms that will be used for the hypothesis testing 

are listed in Tables 3-6.   

Second, industry average performance scores are calculated using the NAICS code that 

corresponds to each GFWF. Outliers, ―observations with a unique combination of characteristics 

identifiable as distinctly different from the other observations‖ (Hair, Bush, and Ortinau 2006, p. 

73), have the potential to seriously distort statistical tests and prevent objective data analysis. 

Therefore, since outlier scores are not representative of the population, they are removed from 

the industry averages. For this study, outliers are identified as the firms whose operating profit 

scores exceed +/- three standard deviations from the mean of the industry average for a given 

annual period (c.f., Hair, Bush, and Ortinau 2006).  This process is repeated iteratively until all 

firms‘ scores in the industry averages are within +/- 3 standard deviations of the industry average 

score. Thus, in some instances a GFWF is included and in others excluded dependent on whether 

the particular firm is an outlier or not.   

Lastly, matched pair t-tests are conducted to compare GFWFs performance scores with 

their respective industry averages from 2008-2012. Similar studies have employed this analysis 

technique using secondary performance data (Ellinger et al. 2011 and 2012; Shin and Ellinger 

2013). This three-step process will be repeated for each list of GFWFs.  
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To test H5, GFWFs individual ACSI scores from the ACSI database from all four lists 

are subjected to a similar three-step process. First, firms that are recognized at least once as a 

GFWF and also have available data on ACSI are compiled. Given the relatively small number of 

firms with ACSI data available, for this analysis, the GFWFs determined from the employee 

perspective are combined across the various media outlets (i.e., Fortune, Glassdoor.com, and 

Careerbliss.com). The 54 firms that comprise the sample that are used for the test of H5 are 

listed in Table 7. Second, industry averages for each of the firms are extracted from the 

published yearly ACSI industry average mean scores in the database. Third, as with the previous 

analyses, matched pair t-tests are performed for each of the six years under examination (2008-

2013) to compare mean ACSI scores of GFWFs with their respective industry average mean 

scores. 

To test H6-H8, the proposed moderating relationships, firms on the three annual lists of 

GFWFs are consolidated into one overall list. With duplicates removed, the final sample for the 

moderator analyses comprises 205 individual firms. The outlier process used to calculate 

industry averages is also applied to testing the moderating hypotheses. Therefore, if a GFWF is 

determined to be an outlier, that firm is eliminated from the analysis.  Two sample t-tests are 

used to test the moderating hypotheses for each year of the five (Compustat) or six (ACSI) years 

under investigation (2008-2012; 2008-2013). This analysis technique is appropriate since these 

samples do not contain matched pairs.   

The next chapter presents the results of the hypothesis tests.   
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CHAPTER V  

RESULTS 

Industry Average Information 

Industry averages are calculated using the process described in Chapter IV. For Fortune‘s 

list, the mean number of firms per industry average is 39.5 with a high of 366 firms and a low of 

3 firms. A total of 90 industry averages comprise the Fortune sample, 73 with more than 10 

firms, 10 between 6 and 10 firms, and 7 with 5 or less firms. For Glassdoor.com‘s list, the mean 

number of firms per industry average is 61 with a high of 366 firms and a low of 3 firms. A total 

of 93 industry averages comprise the Glassdoor.com sample, 78 with more than 10 firms, 9 

between 6 and 10 firms, and 6 with 5 or less firms. For Careerbliss.com‘s list, the mean number 

of firms per industry average is 61 with a high of 366 firms and a low of 4 firms. A total of 85 

industry averages comprise the Careerbliss.com sample, 76 with more than 10 firms, 6 between 

6 and 10 firms, and 3 with 5 or less firms. For Achievers.com‘s list, the mean number of firms 

per industry average is 49 with a high of 366 firms and a low of 3 firms. A total of 27 industry 

averages comprise the Achievers.com sample, 21 with more than 10 firms, 3 between 6 and 10 

firms, and 3 with 5 or less firms.  

Direct Effect Hypotheses 

As described in Chapter IV, matched pair t-tests are used to test H1-H5. 
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Growth Potential 

Growth potential is assessed with the Tobin‘s q metric. As presented in Table 8, GFWFs 

identified by Fortune have significantly higher growth potential scores than their respective 

industry averages for each of the five years under examination (2008-2012) (p<.01). In addition, 

Table 8 shows that GFWFs identified by Glassdoor.com have significantly higher growth 

potential scores than their respective industry averages for each of the five years under 

examination (2008-2012) (p<.001). Also presented in Table 8, GFWFs identified by 

Careerbliss.com have significantly higher growth potential scores than their respective industry  

 

averages for one (2012) of the five years under examination (2008-2012) (p<.01). In 2008, the 

difference between GFWFs‘ mean scores and industry average mean scores is marginally 

significant (p<.10). Although not statistically significant, the GFWFs‘ mean scores are higher 

than the industry average mean scores for the remaining three years (2009-2011). Therefore, H1, 
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which proposes that being a GFWF has a positive effect on growth potential, is fully supported 

for the Fortune and Glassdoor.com samples and partially supported for the Careerbliss.com 

sample.  

 With respect to the Achievers.com sample, GFWFs do not have significantly higher 

growth potential scores than their respective industry averages. However, in 2008, 2011, and 

2012, the difference between GFWFs‘ mean scores and industry average mean scores is 

marginally significant (p<.10). In the remaining two years (2009-2010), although not statistically 

significant, the GFWFs‘ mean scores are higher than the industry average mean scores.  

Productivity 

 Productivity is assessed using the amount of firm revenue divided by number of 

employees. As presented in Table 9, GFWFs identified by Fortune have significantly higher 

productivity scores than their respective industry averages for each of the five years under 

examination (2008-2012) (p<.05). In addition, Table 9 shows that GFWFs identified by 

Glassdoor.com have significantly higher productivity scores than their respective industry 

averages for each of the five years under examination (2008-2012) (p<.001). Also displayed in 

Table 9, GFWFs identified by Careerbliss.com have significantly higher productivity scores than 

their respective industry averages for each of the five years under examination (p<.01). 

Therefore, H2, which proposes that being a GFWF has a positive effect on productivity, is fully 

supported for all three samples.   

 With respect to the Achievers.com sample, GFWFs do not have significantly higher 

productivity scores than their respective industry averages. Although not statistically significant, 

the GFWFs mean scores are higher than the industry average mean scores in all five years under 

examination (2008-2012).  
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Innovation 

 Innovation is assessed using firms‘ R&D spending divided by revenue. As presented in 

Table 10, GFWFs identified by all three lists from the employee perspective (i.e., Fortune, 

Glassdoor.com and Careerbliss.com) do not have significantly higher innovation scores than 

their respective industry averages. Therefore, H3, which proposes that being a GFWF has a 

positive effect on innovation, is not supported.  

GFWFs in the Achievers.com sample do not have significantly higher innovation scores 

than their respective industry averages.  
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Operating Profit 

 Operating profit is assessed using firms‘ EBITDA divided by revenue. As presented in 

Table 11, GFWFs identified by Fortune have significantly higher operating profit scores than 

their respective industry averages for each of the five years under examination (2008-2012) 

(p<.05). In addition, Table 11 shows that GFWFs identified by Glassdoor.com have significantly 

higher operating profit scores than their respective industry averages for each of the five years 

under examination (2008-2012) (p<.01). Finally, Table 11 shows that GFWFs identified by 

Careerbliss.com have significantly higher operating profit scores than their respective industry 

averages for four (2008-2010, 2012) of the five years under examination (2008-2012). For the 

remaining year (2011), the GFWFs‘ mean scores are higher than the industry average mean 

scores but the difference is not statistically significant. Therefore, H4, which proposes that being 
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a GFWF has a positive effect on operating profit, is fully supported in the Fortune and 

Glassdoor.com samples and partially supported in the Careerbliss.com sample.   

 With respect to the Achievers.com sample, GFWFs have significantly higher operating 

profit than their respective industry averages in 2012. In addition, in 2008, 2009, and 2011, the 

difference between GFWFs‘ mean scores and industry averages mean scores is marginally 

significant (p<.10). In the remaining year (2010), although not significantly different, the 

GFWFs‘ mean scores are higher than the industry average mean scores.  

Customer Satisfaction 

To test the effect of being a GFWF on customer satisfaction, all firms from the three 

employee perspective lists are combined. Customer satisfaction is measured using ACSI scores 

for GFWFs and their respective industry averages. Initial examination of the data shows that the 
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distribution of customer satisfaction scores is leptokurtic. That is, unlike the typical bell curve 

associated with a normal distribution, the distribution of the customer satisfaction data is very 

thin and tall. According to Hair, Bush, and Ortinau (2006), a method for addressing this issue is 

to perform a transformation either by squaring, using the inverse, or taking the log of the 

customer satisfaction scores. However (as presented in Table 12), despite attempts to transform 

the data using each of these transformations, significant differences between GFWFs‘ customer 

satisfaction scores and industry average mean scores are found for just one (2008) of the six 

years under examination (2008-2013) (p<.05). In 2010, the difference between GFWFs and 

industry averages is marginally significant (p<.10). Although not statistically significant, the 

GFWFs‘ mean scores are higher than the industry average mean scores for three (2009, 2011, 

2013) of the remaining four years. For 2012, the GFWFs‘ mean score is the same as the industry 

average mean score.  

 

Therefore, H5, which proposes that GFWFs have higher customer satisfaction levels than 

their respective industry averages, is partially supported.  
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Moderating Effect Hypotheses 

As described in Chapter IV, firms from the three employee perspective lists are combined 

to test H6-H8. The total number of firms used for the moderator effect analyses is 205.   

Firm Size 

Firm size refers to the number of employees in a firm. A median split is used to divide 

the 205 firms into two groups. The median number of employees in the sample used in the 

moderator analyses is 28,000 employees. Thus, one group contains firms with greater than 

28,000 employees (i.e., large) and the other group contains firms with less than 28,000 

employees (i.e., small). Based on these classifications, 100 firms have greater than 28,000 

employees and 100 firms have less than 28,000 employees. Five firms are excluded because they 

have exactly 28,000 employees. For lists of firms classified by size, please see Table 13 and 

Table 14.  
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Growth Potential 

 H6a, which proposes that large GFWFs have significantly higher growth potential than 

small GFWFs, is not supported for any of the five years under examination (2008-2012). 

However, contrary to expectations, the relationship is significant in the opposite direction. As 

presented in Table 15, small GFWFs have significantly higher growth potential than large 

GFWFs for each of the five years under examination (2008-2012) (p<.05).  

Productivity 

 H6b, which proposes that large GFWFs have significantly higher productivity levels than 

small GFWFs, is not supported for any of the five years under examination (2008-2012)  

(see Table 15). Although not statistically significant, the large GFWFs‘ mean scores are higher 

than the small GFWFs‘ mean scores for four (2008, 2010-2012) of the five years under 

examination (2008-2012). In 2009, the small GFWFs‘ mean scores are higher than the large 

GFWFs‘ mean scores.   
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Innovation 

H6c, which proposes that large GFWFs have significantly higher levels of innovation 

than small GFWFs, is not supported for any of the five years under examination (2008-2012). 

However, contrary to expectations, the relationship is significant in the opposite direction. As 

presented in Table 15, small GFWFs have significantly higher levels of innovation than large 

GFWFs for each of the five years under examination (2008-2012) (p<.001).  

Operating Profit 

H6d, which proposes that large GFWFs have significantly higher operating profit than 

small GFWFs, is not supported for any of the five years under examination (2008-2013) (see 

Table 15). Although not statistically significant, the large GFWFs‘ mean scores are higher than 

the small GFWFs‘ mean scores for each of the five years under examination (2008-2012).  

Customer Satisfaction 

H6e, which proposes that large GFWFs have significantly higher customer satisfaction 

than small GFWFs, is not supported for any of the six years under examination (2008-2013) (see 

Table 15). Although not statistically significant, the large GFWFs‘ mean scores are higher than 

small GFWFs‘ mean scores for each of the six years under examination (2008-2013). 
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Type of Industry 

To test H7, the firms are split into two groups according to type of industry. For the 

purpose of this study, type of industry refers to whether the firm is service dominant or goods 

dominant. Group membership is determined using NAICS codes. Service dominant firms include 

all firms that do not manufacture goods including firms with NAICS codes beginning with 22 

(utilities), 23 (construction), 42 (wholesale trade), 44-45 (retail trade), 48 (transportation), 51 

(information), 52 (finance and insurance), 53 (real estate renting and leasing), 54 (professional, 

scientific and technical services), 56 (administrative and support and waste management and 
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remediation services), 62 (health care and social assistance), 72 (accommodation and foods 

services), and 81 (other services). Goods dominant firms include those with NAICS codes 

beginning with 31, 32 and 33 (i.e., manufacturing firms). NAICS codes beginning with 11 

(agriculture production) and 21 (mining such as oil and natural gas) are also included in the 

goods dominant group. Based on this classification, there are 79 service dominant firms and 126 

goods dominant firms. For lists of firms classified by type of industry, please see Tables 16 and 

17. 
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Growth Potential 

H7a, which proposes that service dominant GFWFs have significantly higher growth 

potential than goods dominant GFWFs, is not supported for any of the five years under 

examination (2008-2012) (see Table 18). Although not statistically significant, the service 
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dominant GFWFs‘ mean scores are higher than the goods dominant GFWFs‘ mean scores for 

two (2009-2010) of the five years under examination (2008-2012). For the remaining three years 

(2008, 2011-2012), the goods dominant GFWFs‘ mean scores are higher than the service 

dominant GFWFs‘ mean scores. 

Productivity 

H7b, which proposes that service dominant GFWFs have significantly higher growth 

potential than goods dominant GFWFs, is also not supported for each of the five years under 

examination (2008-2012) (see Table 18). However, in 2009, the difference between service 

dominant GFWFs‘ mean scores and goods dominant GFWFs‘ mean scores is marginally 

significant (p<.10). For the remaining four years, although not statistically significant, the service 

dominant GFWFs‘ mean scores are higher than the goods dominant GFWFs‘ mean scores (2008, 

2010-2012). 

Innovation 

H7c, which proposes that service dominant GFWFs have significantly higher innovation 

than goods dominant GFWFs, is supported for three (2009-2012) of the five years under 

examination (2008-2012) (p<.05) (see Table 18). In 2010, the difference between the service 

dominant GFWFs‘ mean score and the goods dominant GFWFs‘ mean score is marginally 

significant (p<.10). For 2008, although not statistically significant, the service dominant GFWFs‘ 

mean scores are higher than the goods dominant GFWFs‘ mean scores.  

Operating Profit 

H7d, which proposes that service dominant GFWFs have higher operating profit levels 

than goods dominant GFWFs, is not supported for any of the five years under examination 

(2008-2012) (see Table 18). Although not statistically significant, the service dominant GFWFs‘ 
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mean scores are higher than the goods dominant GFWFs‘ mean scores for three (2010-2012) of 

the five years under examination (2008-2012). However, for 2008 and 2009, the goods dominant 

GFWFs‘ mean scores are higher than the service dominant GFWFs‘ mean scores.  

Customer Satisfaction 

H7e, which proposes that service dominant GFWFs have higher customer satisfaction 

levels than goods dominant GFWFs, is not supported for any of the six years under examination 

(2008-2013). However, contrary to expectations, the relationship is statistically significant in the 

opposite direction. As presented in Table 18, goods dominant GFWFs have significantly higher 

customer satisfaction than service dominant GFWFs for each of the six years under examination 

(2008-2013) (p<.01). 
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Type of Product 

As with H7, firms are split into two groups for the test of H8. For the purpose of this 

study, type of product refers to whether the firm offers low tech or high tech. To avoid 

ambiguity, service dominant firms are excluded, and the analysis focuses purely on the 79 goods 

dominant firms. Six digit NAICS codes industry descriptions that provide detailed industry 

information are used to determine whether the firm manufactures low tech or high tech goods. 

Based on this classification, there are 41 low tech firms and 33 high tech firms. Five firms that 

are car and construction equipment manufacturers are excluded from the analysis since their 

products are mostly mechanical (low tech) but also have computerized elements (high tech). For 

lists of firms classified by type of product, please see Tables 19 and 20.  
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Growth Potential 

H8a, which proposes that low tech goods GFWFs have significantly higher growth 

potential than high tech goods GFWFs, is supported for three (2008-2009, 2012) of the five years 

under examination (2008-2012) (p<.05). As presented in Table 21, for the remaining year, 2011, 

the difference between the low tech goods GFWFs‘ mean score and the high tech goods GFWFs‘ 
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mean score is marginally significant (p<.10). In 2010, although not statistically significant, the 

low tech goods GFWFs‘ mean score is higher than the high tech goods GFWFs‘ mean score.  

Productivity 

 H8b, which proposes that low tech goods GFWFs have significantly higher productivity 

than high tech goods GFWFs, is supported for each of the five years under examination (2008-

2012) (p <.01) (see Table 21).   

Innovation 

H8c, which proposes that low tech goods GFWFs have significantly higher levels of 

innovation than high tech goods GFWFs, is not supported for any of the five years under 

examination (2008-2012) (see Table 21). Although not statistically significant, the low tech 

goods GFWFs‘ mean scores are higher than the high tech goods GFWFs‘ mean scores for four 

(2008-2011) of the five years under examination (2008-2012). In 2012, the high tech goods 

GFWFs‘ mean score is higher than the low tech goods GFWFs‘ mean score.  

Operating Profit 

H8d, which proposes that low tech goods GFWFs have significantly higher operating 

profit than high tech goods GFWFs, is supported for each of the five years under examination 

(2008-2012) (p<.01) (see Table 21).   

Customer Satisfaction 

 H8e, which proposes that low tech goods GFWFs have significantly higher levels of 

customer satisfaction than high tech goods GFWFs, is supported for two (2008-2009) of the six 

years under examination (2008-2013) (p<.05) (see Table 21). In 2011, the difference between the 

low tech goods GFWFs‘ mean score and the high tech goods GFWFs‘ mean score is marginally 

significant (p<.10). Although not statistically significant, the low tech goods GFWFs‘ mean 
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scores are higher than the high tech goods GFWFs‘ mean scores for the remaining three years 

(2010, 2012-2013).   

 

In the final chapter, the implications and contributions to theory and practice of the 

research findings are discussed as well as study limitations and opportunities for future research.  
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CHAPTER VI 

DISCUSSION 

Extant research focuses primarily on how to design effective HR practices and systems 

from the managerial perspective (e.g., Huselid 1995). However, employees ultimately decide 

whether their workplace is a GFWF. This study sought to examine the employee perspective by 

drawing upon secondary data sources that assess employee perceptions of their workplace 

environments. Elements of GFWF captured in these assessments of employee perceptions of 

GFWF include job satisfaction, recognition programs, career opportunities, training 

opportunities, management credibility, camaraderie, and managerial credibility.  

The main goal of this study was to investigate whether there are performance-related 

benefits associated with being perceived as a GFWF by employees. Extant work is beginning to 

build evidence for the relationship between being a GFWF and firm performance using the 

employee perspective (e.g., Joo and McLean 2006). However, studies to date tend to use short 

term market-based measures like stock price (e.g., Filbeck and Preece 2003) that are not as 

directly linked to employee contribution as the performance measures assessed in the current 

study. This study investigates the relationship between being perceived as a GFWF by 

employees and firm performance using performance outcomes more intuitively related to the 

employee contribution including growth potential, productivity, innovation, operating profit, and 

customer satisfaction. For example, productivity is a better reflection of employee efforts so it 

more directly reflects the employee contribution than a market-based measure like stock price. 
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Extant knowledge from the SHRM and RBV literature was used to provide rationales for the 

hypothesized relationships between being perceived by employees as a GFWF and firm 

performance. In order to test the proposed hypotheses, three independent analyses were 

performed using three unique secondary sources of GFWFs (i.e., Fortune, Glassdoor.com, and 

Careerbliss.com). In addition, to further examine the relationship between being a GFWF and 

firm performance from a different perspective, a fourth analysis was conducted using a list of 

GFWFs determined using a Delphi-style judging panel of HRM experts (i.e., Achievers.com).   

Direct Effect Findings 

The study findings provide full support for the proposed relationships between being 

perceived as a GFWF by employees and productivity (H2) and operating profit (H4), while the 

proposed relationships between being perceived as a GFWF by employees and growth potential 

(H1) and customer satisfaction (H5) are partially supported. No support is found for a 

relationship between being perceived as a GFWF by employees and innovation (H3). These 

results are generally consistent across the three GFWFs‘ secondary data lists. With respect to the 

moderator influences proposed in our research, no support is found for the hypothesized effect of 

firm size (H6). However, partial support is found for type of industry (H7) and type of product 

(H8). With respect to the Delphi-style judging panel sample (i.e., Achievers.com), no significant 

differences are found between GFWFs and respective industry averages for any of the 

performance metrics tested in H1-H5. Table 22 presents a full list of the results of the hypothesis 

testing.  
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H1, which proposes that GFWFs have higher growth potential than their respective 

industry averages, is supported in the Fortune and Glassdoor.com samples and partially 

supported in the Careerbliss.com sample. These results are consistent with recent research by 

Talukder (2013) who contends that the most critical prerequisite for growth in any firm is to 

ensure that its human capital is in a position to facilitate that growth with their ideas, effort and 

commitment. This finding also corroborates extant findings in the SHRM literature conducted 

from the managerial perspective that provide evidence of a relationship between HR systems and 

growth potential (Huselid and Becker 1996; Huselid, Jackson, and Schuler 1997; Ichniowski 

1990). However, previous research offers little evidence of a relationship between being 

perceived as a GFWF by employees and growth potential. Yet, since growth potential is a long-

term performance measure that is reflective of the contribution of intangible assets like human 

capital, it may be an appropriate indicator of the benefits of being perceived as a GFWF by 



92 

 

employees (Doong, Fung, and Wu 2011). Hence, the finding that being perceived as a GFWF by 

employees has a positive effect on growth potential provides a contribution to knowledge by 

confirming extant findings from the managerial perspective using the employee perspective. 

Moreover, given the longitudinal nature of this study, this finding implies that being perceived as 

a GFWF by employees provides enduring opportunities for growth. These growth opportunities 

associated with being perceived as a GFWF by employees suggests that allocating resources to 

being perceived as a GFWF by employees is a worthwhile strategy for firms. 

H2, which proposes that GFWFs have higher productivity than their respective industry 

averages, is supported in all three analyses of GFWFs lists determined using the employee 

perspective (i.e., Fortune, Glassdoor.com, and Careerbliss.com). Since productivity measures 

the degree to which a firm‘s employees are efficiently generating revenue (Patel and Narain 

2009), it can be argued to be particularly reflective of the employee contribution. Given being 

perceived as a GFWF by employees involves creating a positive work environment and positive 

employee attitudes, employees of GFWFs are argued to be more productive because they are 

more willing to use their discretionary effort to focus on revenue-generating activities (Colvin, 

Batt, and Katz 2001). Although studies using the managerial perspective consistently find a 

positive effect of HR systems on productivity (Guthrie 2001; Huselid 1995), assessing how being 

perceived as a GFWF by employees is associated with firm performance represents a 

contribution to knowledge. In addition, since productivity is so intuitively associated with 

employee contribution and effort, the clear support for the relationship between being perceived 

as a GFWF by employees and productivity identified by our analyses provides further evidence 

that devoting resources to being perceived as a GFWF by employees may be a beneficial firm 

strategy.  
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H3 proposes that GFWFs have higher levels of innovation than their respective industry 

averages. Wei, Liu, and Herndon (2011) discuss the critical role of employees in driving firm 

success by creating and developing new products. Scarbrough (2003) contends that GFWFs 

encourage innovative activities by allowing discovery and knowledge development of skills 

within the organization. Cooke (2002) suggests that GFWFs have work environments 

characterized by creativity and the elements necessary to be innovation-oriented (Cooke 2002). 

However, contrary to expectations, H3 is not supported in any of the three analyses of GFWFs 

lists determined using the employee perspective (i.e., Fortune, Glassdoor.com, and 

Careerbliss.com). These unexpected results indicate that further research is needed to determine 

whether being perceived as a GFWF by employees is associated with greater innovation. 

H4, which proposes that GFWFs have higher operating profit than their respective 

industry averages, is supported in all three samples of GFWFs determined using the employee 

perspective (i.e., Fortune, Glassdoor. com, and Careerbliss.com). GFWFs are more likely to 

attract superior human capital than their respective competitors (Wright and McMahan 2011). 

Being perceived as a GFWF by employees increases the ability to discover and exploit market 

opportunities (Shane and Venkataraman 2000). Moreover, knowledge acquired by superior 

human capital helps GFWFs obtain other valuable resources such as financial and physical 

capital (Brush, Greene, and Hart 2001). Therefore, GFWFs are more profitable because they 

encourage their employees to be more effective and efficient (Unger et al. 2011).   

As the results of H1 and H2 indicate, being perceived as a GFWF by employees has a 

positive effect on a long-term performance metric (i.e., growth potential) and on an employee-

centric performance metric (i.e., productivity). However, some major concerns with investing in 

being perceived as a GFWF by employees are the significant costs associated with the strategy as 
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well as the uncertainty of the effect on the bottom line and the length of time required to receive 

a return on investment. The full support for H4 identified in this study represents a contribution 

to knowledge because it suggests that being perceived as a GFWF is a source of bottom line 

success.  

H5 proposes that GFWFs have higher customer satisfaction than their respective industry 

averages. Previous studies consistently find that a relationship exists between employee 

satisfaction and customer satisfaction (Chi and Gursoy 2009; Harter, Schmidt, and Hayes 2002; 

Koys 2001). In addition, Gursoy (2009) finds that customer satisfaction mediates the relationship 

between employee satisfaction and firm performance. Nishii, Lepak, and Schneider (2008) find 

that customer satisfaction is influenced by employee behaviors based on their attitudes toward 

HR practices. These findings are also consistent with the concept of internal marketing in the 

relationship marketing literature (Berry 1981; George 1984; Grönroos 1981). Internal marketing 

emphasizes that if firms treat their employees well, employees will treat customers well 

(Grönroos 1981). Although extant literature overwhelmingly supports this study‘s proposal that 

customers of GFWFs are more satisfied than their respective industry averages, somewhat 

contrary to our expectations, H5 is supported for just one (2008) out of the six years under 

examination (2008-2013). Therefore, further research is required to better establish whether 

being perceived as a GFWF by employees has a positive effect on customer satisfaction. 

Validity Check 

In contrast to the robust findings associated with being perceived as a GFWF by 

employees in the Fortune, Glassdoor. com, and Careerbliss.com samples, the Achievers.com 

sample (determined using a Delphi-style judging panel of HRM experts) does not yield the same 

results. That is, while the analysis of the three employee perspective samples indicates that 
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GFWFs perform better than their respective industry averages on growth potential, productivity, 

and operating profit, no significant differences are found in the Achievers.com between GFWFs 

and their respective industry averages for growth potential, productivity, innovation, and 

operating profit. Although the original intent of including the Achievers.com sample was to 

corroborate our employee perspective findings using a different perspective, the dissimilar 

results suggest that the managerial perspective of being a GFWF (i.e., Achievers.com) differs 

from the employee perspective (i.e., Fortune, Glassdoor. com, and Careerbliss.com). These 

findings are consistent with previous literature that reports discrepancies between employee and 

managerial perspectives (Ellinger, Ellinger, and Keller 2003; Elmadag, Ellinger, and Franke 

2008). For example, Ellinger, Ellinger, and Keller (2003) find that supervisor perceptions of their 

coaching behaviors differ significantly from employee perceptions of the level of coaching 

received. Overall, these findings suggest that perceptions of being a GFWF need to take into 

account differences between employee and managerial perspectives.    

Moderator Effect Findings 

H6a-e propose that firm size moderates the relationship between being perceived as a 

GFWF by employees and the performance outcomes tested in H1-H5 such that the relationship is 

stronger (weaker) for large (small) firms. Previous studies suggest that as firms grow in size they 

develop better, more efficient HR systems (Collins and Clark 2003; Huselid 1995; Katou and 

Budhwar 2007; McNabb and Whitefield 2001). Contrary to expectations, H6a-e are not 

supported for any of the five performance outcomes. Rather, contrary to H6a and H6c, the study 

findings indicate that small firms have higher growth potential and innovation than large firms. 

These unexpected findings suggest that small firms may be able to gain greater advantages from 

being perceived by employees as a GFWF. The non-significant findings suggest that, with 
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respect to productivity, operating profit, and customer satisfaction (H6b, H6d and H6e), being 

perceived as a GFWF by employees provides significant benefits regardless of firm size. 

H7a-e propose that type of industry moderates the relationship between being perceived 

as a GFWF by employees and the performance outcomes tested in H1-H5 such that the 

relationship is stronger (weaker) for service (goods) dominant firms. Terpstra and Rozell (2006) 

find that while service dominant firms exhibit very strong relationships between HR practices 

and firm performance, goods dominant firms do not. Hence, this research proposes that service 

dominant firms may accrue greater benefits from being perceived by employees as a GFWF than 

goods dominant firms. Yet, contrary to expectations, the moderating effect of type of industry is 

supported for innovation (H7c) but not for growth potential, productivity, operating profit, or 

customer satisfaction (H7a, H7b, H7d and H7e). The finding that service dominant GFWFs have 

higher levels of innovation than goods dominant GFWFs suggests that, as discussed earlier, 

service dominant firms may rely more on employees in the innovation process than goods 

dominant firms. However, in contrast to previous studies, with respect to customer satisfaction, 

the relationship is significant in the opposite direction. That is, goods dominant GFWFs are 

found to have higher levels of customer satisfaction than service dominant GFWFs. Based on the 

results of H7a-e, further research is required to better establish the moderating role of type of 

industry on the relationship between being perceived by employees as a GFWF and firm 

performance.  

The final moderating hypothesis assesses the influence of product type. To avoid 

ambiguity, service firms are not considered in the evaluation of the moderating effect of type of 

product. H8a-e, which propose that type of product moderates the relationship between being 

perceived as a GFWF by employees and the performance outcomes tested in H1-H5 such that the 



97 

 

relationship is stronger (weaker) for low (high) tech firms, are fully supported for productivity 

and operating profit (H8b and H8d) and partially supported for growth potential and customer 

satisfaction (H8a and H8e). These findings are consistent with extant work that asserts low tech 

goods firms compete by reducing costs through process innovation which is more associated 

with employee contribution (e.g., Sundbo 1996), while high tech goods firms compete by 

developing radical innovations (e.g., Davenport 2013). The results suggest that low tech goods 

firms are better positioned to benefit from being perceived as a GFWF by employees than high 

tech goods firms.  

The next subsections discuss the theoretical and managerial implications of the study 

findings as well as the limitations and opportunities for future research.  

Theoretical Implications 

The study findings provide several implications for theory. RBV contends that firms that 

have resources or bundles of resources that are valuable, rare, costly-to-imitate, and non-

substitutable have the opportunity to achieve a sustained competitive advantage and hence 

superior firm performance (Barney 1991). In a discussion of the role of theory in SHRM, Wright 

and McMahan (1992) identify RBV as a major theoretical foundation. One of the key aspects of 

RBV is the assumption that resources are heterogeneously distributed across firms (Barney 

1991). That is, there can be substantial differences between firms in the resource bases they use 

to conduct their business, to include human capital, equipment, technology, inter-firm 

relationships, and others. Even if the differences in human resources across peer firms are not 

substantial, this study provides support for the argument that there can be substantial differences 

among firms in how much employees enjoy working for them, and that these differences can 

lead to performance advantages. Employees who love working for their employers are expected 
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to be more productive, efficient, motivated, and engaged in the ―big picture‖ goals of their 

employers than employees at firms with less captivating work environments.  

Based on our empirical findings, firms that are perceived by employees as GFWFs enjoy 

performance advantages over peer firms in their respective industries. A possible thematic 

explanation for how SHRM works for GFWFs might be that GFWFs recognize that the firm ―is a 

social institution designed to engage people in the achievement of a valuable and meaningful 

purpose‖ (Bartlett and Ghoshal 2002). By extension, this study provides evidence that firms that 

engage their employees by means of valuable and meaningful work environments can exploit 

being perceived as a GFWF by employees as a valuable, rare, costly-to-imitate, and non-

substitutable resource.  

RBV logic—and by extension SHRM logic—asserts that valuable, rare, costly-to-imitate, 

and non-substitutable resources also have the attribute of causal ambiguity, which prevents 

competitors from imitation (Reed and DeFillippi 1990). In some cases, causal ambiguity may 

make it so difficult to understand the relationships between actions and outcomes that not even a 

firm‘s managers can fully comprehend them (Lippmann and Rumelt 1982). In the current 

context, a myriad of diverse factors likely contribute to being perceived by employees as a 

GFWF.  

The results of this study also illustrate the importance of perspective when assessing 

which firms are GFWFs. Recent studies identify a need for greater understanding of the 

employee perspective (Love and Singh 2011; Nishii and Wright 2007). For instance, Nishii and 

Wright (2007) contend that the causal chain between HR activities and firm performance needs 

to take into account employees‘ perceptions. The majority of SHRM studies that employ RBV as 

a theoretical foundation focus primarily on the managerial perspective (Wright and McMahan 
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1992). However, RBV logic argues that the resources that are the most instrumental to firm 

performance might not even be well understood by the firm‘s managers (Reed and DeFillippi 

1990). In contrast to the more customary managerial perspective studies, this study adopts an 

employee perspective that captures insights directly from the potential sources of sustained 

competitive advantage (i.e., employees).  

The relatively few extant studies that evaluate being perceived as a GFWF from the 

employee perspective find a positive effect on short-term market-related measures of 

performance like stock prices (e.g., Filbeck and Preece 2003) that intuitively are not as directly 

related to employee contribution. This study extends extant work by demonstrating the positive 

influences of being perceived as a GFWF by employees on performance indicators that are more 

intuitively directly based on the effects of employee discretionary efforts (i.e., growth potential, 

productivity, and operating profit). Study findings show that being perceived as a GFWF by 

employees has effects on a long-term measure of market performance (i.e., growth potential), an 

employee effort-based performance measure (i.e., productivity), and the bottom line (i.e., 

operating profit). Furthermore, the corroboration study finds no support for a relationship 

between GFWFs and performance in the sample that draws upon the HRM expert perspective 

(i.e., Achievers.com). These divergent findings between employee and managerial perspective 

analyses may indicate that both perspectives need to be considered when assessing GFWFs. In 

summary, the study findings contribute to extant theory by providing some evidence that being 

perceived by employees as a GFWF is a source of sustained competitive advantage and superior 

firm performance and that managerial and employee perspectives of GFWF may be markedly 

different.    
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Managerial Implications 

A recent set of articles published in the Harvard Business Review identify three GFWFs, 

Netflix, IDEO, and BlackRock (Amabile, Fisher, and Pillemer 2014; McCord 2014; Ready, Hill, 

and Thomas 2014). The rich case studies presented in these articles illustrate how being 

perceived by employees as a GFWF can lead to firm performance benefits. The first article 

points out that Netflix, recognized by Glassdoor.com as a GFWF, has experienced extremely 

high firm performance in recent years including a 300 percent increase in stock price in 2013. 

CEO Reed Hastings attributes much of this success to innovative talent management practices 

that differ from ‗accepted‘ HR practices (McCord 2014). For example, Netflix does not have a 

formal vacation policy. Employees are just told to take the time off they think is appropriate. In 

addition, Netflix does not have a detailed expense policy. The expense policy is simply ―Act in 

Netflix‘s best interests‖ (McCord 2014). Overall, Netflix focuses on developing HR practices 

that are viewed by employees as important elements of being a GFWF such as giving employees 

large amounts of job control. The second article discusses IDEO, a design firm known 

worldwide for business, government, and health care. IDEO‘s success is attributed to their 

dedication to encouraging helping behavior among their employees. IDEO is able to foster this 

behavior through top management involvement, focusing both on encouraging people to ask and 

give help, building the value of help into formal processes and explicit roles, and allowing 

organizational slack (Amabile, Fisher, and Pillemer 2014). This culture of helping encourages 

camaraderie, an important element of being a GFWF identified in this study. The third article 

discusses BlackRock, the world‘s largest asset management firm. Even during the aftermath of 

the 2008 recession, BlackRock was able to maintain revenues, profits, and stock prices (Ready, 

Hill, and Thomas 2014). BlackRock‘s success is attributed to its talent strategy which is 
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characterized by developing employees through continuous training and merit-based promotion 

and recognition. Overall, the recent focus on GFWFs in a prolific practitioner outlet like Harvard 

Business Review suggests that the current study‘s topic is timely and managerially relevant.    

From the practitioner perspective, this research provides managers with insights about 

performance benefits that may be associated with being perceived by employees as a GFWF. As 

mentioned, the study findings show that employees‘ perceptions of their workplaces have a 

significant effect on firm success in terms of long-term market performance (i.e., growth 

potential), employee effort-based performance (i.e., productivity) and the bottom line (i.e., 

operating profit). Given the evidence this study provides of the robust performance benefits 

associated with being perceived as a GFWF by employees, managers may be more encouraged 

to invest resources toward being perceived as a GFWF by employees. Put another way, managers 

that reconceptualize their firms as ―social institutions designed to engage people in the 

achievement of a valuable and meaningful purpose‖ (Bartlett and Ghoshal 2002) will increase 

worker commitment toward, motivation for, and engagement in the firm‘s overall goals while 

simultaneously becoming GFWFs. 

The overall lack of support for predicted contextual differences in our study is surprising 

given that most empirical studies in strategic management identify contextual differences, 

especially for type of industry. By the late 1980s, researchers in strategic management began to 

realize that they had not been adequately controlling for differences in industry effects in 

empirical studies (Dess, Ireland and Hitt 1990). Before this realization, only a handful of studies 

had found that industry profitability is a significant predictor of firm profitability and that it 

explains variance in performance better than market share, relative debt/equity ratios, and 

relative firm capital intensity (Beard and Dess 1979; 1981). McGahan and Porter (1997) find that 
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industry effects and business-specific effects explained 19 percent and 32 percent, respectively, 

of variability in firm profitability. Given these findings and this study‘s use of performance 

outcomes as the dependent variable we expected that contextual factors would have more 

significant influences on the relationship between being perceived by employees as a GFWF and 

firm performance. This may indicate that the positive effect of being perceived as a GFWF by 

employees on firm performance is fairly consistent across firms regardless of firm size, type of 

industry and type of product. However, more research with other potential moderating factors 

would be required to further examine this premise. 

Nonetheless, our results do provide some insights about the presence of contextual 

factors that may moderate the relationship between being perceived as a GFWF by employees 

and firm performance. Contrary to expectations, the results indicate that smaller GFWFs have 

higher growth potential and innovation levels than large GFWFs. These findings suggest that 

managers of smaller firms are better able to leverage growth and innovation by being perceived 

as a GFWF by employees. Some support is also found for type of industry and type of product. 

For type of industry, being a service dominant GFWF has a stronger effect on innovation 

suggesting that service dominant firms rely more heavily on employees to drive innovation than 

goods dominant firms. For type of product, being a low tech GFWF has a stronger effect on 

growth potential, productivity, operating profit and, to some extent, on customer satisfaction than 

being a high tech GFWF. The broad support for the influence of type of product also suggests 

that managers of low tech GFWF may have additional reasons to focus on being perceived as a 

GFWF by employees.  
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Limitations and Future Research 

Multiple sources of secondary data are used to address this study‘s research questions and 

therefore the limitations of the study center on its reliance on secondary data. There are two 

major limitations of secondary data. First, primary data have a reliability advantage over 

secondary data because the researcher is fully aware of their origins and how they were collected 

(Calantone and Vickery 2010). The second limitation of secondary data is that a researcher is 

restrained by the availability of data because secondary data are not collected for the specific 

purpose of the study (Lehmann 1989).   

Although there are limitations associated with the use of secondary data, there are also 

benefits. Calantone and Vickery (2010) identify several advantages to employing secondary data. 

First, secondary data can be more objective than primary survey data because secondary data are 

not contaminated by respondent perceptions of the phenomenon of interest. In fact, secondary 

data such as the financial performance metrics generated by the Compustat database employed in 

the current research can be classified as purely objective data. Second, researchers can use 

secondary survey data to address questions or test hypotheses that are outside the scope of the 

original purpose of the data collection. In doing so, the credibility of the new research is 

increased because it greatly reduces the chance that the purpose of the study influences the 

research design (Calantone and Vickery 2010). So, by using secondary data, this study avoids 

biases that often plague primary data such as self-report, social desirability, and researcher 

biases. Third, due to the public availability of secondary data, multiple scholars can access it, 

making replication and validation studies based on the current study findings more possible. 

Fourth, secondary data collection often allows for longitudinal analysis which is considerably 

more difficult and costly to accomplish than primary data collection (Modi and Mabert 2010). In 
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this study, we were able to collect performance data for five years through Compustat (2008-

2012) and six years through the ACSI (2008-2013). 

Another potential limitation is that this study uses lists of GFWFs in the United States 

and therefore does not necessarily generalize to firms in different countries and cultures. Future 

work could investigate whether the relationships found in this study are generalizable to other 

countries and cultures. In addition, since private firms‘ performance data are rarely publicly 

reported, this study does not consider private firms. Future studies could use primary data to 

examine whether the current study findings are applicable in the context of private firms. 

Further, since the average firm size in this study is 6,124 employees, firms with less than 500 

employees, termed small and medium size enterprises (SMEs), are not represented (Brown, van 

der Wiele, and Loughton 1998). Future studies could investigate whether there are any 

differences in the effect of being perceived by employees as a GFWF on firm performance for 

SMEs since over 95 percent of firms in the United States have less than 500 employees (United 

States Census Bureau 2008).  

Given that little support is found for the hypothesized moderating relationships proposed 

in our study, perhaps the primary direction for future research is to examine other potentially 

relevant moderators that might affect the strength of the relationship between being perceived by 

employees as a GFWF and firm performance. First, the contextual factor of labor structure 

(union or non-union) might play a role in the relationship between being perceived by employees 

as a GFWF and firm performance. Previous research indicates that non-union employees have 

higher job satisfaction than union employees (Artz and Kaya 2014; Myers 2011; Voss et al. 

2004). Therefore, the relationship between being perceived by employees as a GFWF and firm 

performance may be stronger for non-union firms than union firms.  
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Second, compensation structure (commission or salary/hourly) could also affect the 

strength of the relationship between being perceived by employees as a GFWF and firm 

performance. Commission employees‘ pay is performance contingent and can be perceived by 

employees to be controlling increasing extrinsic motivation and crowding out intrinsic 

motivation (James 2005; Mallin and Pullins 2009). Previous research finds that intrinsic 

motivation is positively related to employee discretionary effort (e.g., Dubinsky and Skinner 

2002). Therefore, the relationship between being perceived by employees as a GFWF and firm 

performance may be stronger for salaried or hourly employees than commission employees.  

Third, whether a firm is publicly traded or privately owned may affect the relationship 

between being perceived by employees as a GFWF and firm performance. Publicly traded firms 

are accountable to shareholders so are more concerned with short term performance than 

privately owned firms. Previous research shows that privately owned firms invest substantially 

more and are more responsive to changes in investment opportunities (Asker, Farre-Mensa, and 

Ljungqvist 2014) so may be able to better leverage the benefits of being perceived by employees 

as a GFWF. Therefore, the relationship between being perceived as a GFWF by employees and 

firm performance may be stronger in privately owned firms than publicly traded firms.  

Fourth, corporate social responsibility may strengthen the relationship between being 

perceived by employees as a GFWF and firm performance. Employees who work for firms that 

engage in corporate social responsibility are proud of their firm‘s contribution to the community 

(Porter and Kramer 2006). Hence, corporate social responsibility is increasingly being 

recognized as an important way to attract and retain superior human capital (Bhattacharya, Sen, 

and Korschun 2012). Therefore, the relationship between being perceived as a GFWF by 



106 

 

employees and firm performance may be stronger in firms with higher levels of corporate social 

responsibility than firms with lower levels of corporate social responsibility.  

Finally, additional management characteristics such as leadership longevity (Fritz and 

Ibrahim 2010) and charismatic leadership (Conger and Kanungo 1988) could influence the 

relationship between being perceived by employees as a GFWF and firm performance. Previous 

studies indicate that firms with leadership longevity and charismatic leadership can have more 

highly motivated (Shamir, House, and Arthur 1993) and committed (Davies and Kakabadse 

2013) employees. Therefore, management characteristics like leadership longevity and 

charismatic leadership may increase the strength of the relationship between being perceived by 

employees as a GFWF and firm performance.  

Another potential avenue for future research is to investigate other outcomes of being 

perceived as a GFWF by employees. First, employee turnover is an important firm outcome that 

most organizations seek to minimize due to employee replacement costs. Examining the extent to 

which being perceived as a GFWF by employees reduces turnover would extend the current 

study findings and potentially provide a contribution to knowledge. Second, another outcome 

that could be argued to be related to being perceived as a GFWF by employees is organizational 

commitment. A future study could potentially make a contribution by confirming that being 

perceived as a GFWF by employees affects organizational commitment. A third potential 

outcome of being perceived as a GFWF by employees that merits future study is employee job 

performance. Discovering whether being perceived as a GFWF by employees has a positive 

effect on a performance metric so relevant to employee contribution (i.e., employee job 

performance) would add additional credence to the study findings and to the importance of being 

perceived as a GFWF by employees.  This could be achieved by using primary data to 
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triangulate the current study findings. For example, future studies could collect dyadic or triadic 

survey data from managers, employee, and customers to investigate GFWFs from various 

perspectives. 

Conclusion 

This study investigates whether being perceived by employees as a GFWF leads to 

superior firm performance relative to GFWFs‘ respective industry averages. Previous work that 

is largely focused on the managerial perspective of GFWFs finds that superior HR systems lead 

to increased firm performance. Empirical research that examines the employee perspective of 

GFWFs is less prevalent and tends to use short term, market-related performance measures that 

are not as directly related to employee contribution such as stock price. This study addresses 

several gaps in knowledge including the relative lack of understanding of the employee 

perspective and whether firms should consider devoting resources to being perceived as a GFWF 

by their employees. Three secondary data sources of GFWFs from the employee perspective and 

one secondary data source of GFWFs from the managerial perspective were analyzed using firm 

performance data gathered from Compustat and the ACSI. Potential moderators of the 

relationship between being perceived by employees as a GFWF and firm performance were also 

examined in order to identify situations where devoting resources to being perceived as a GFWF 

by employees may be more beneficial.  

The study results support relationships between being perceived by employees as a 

GFWF and growth potential, productivity, and operating profit. In addition, support is found for 

the moderating role of type of product and, to a limited extent, type of industry. A next step 

stemming from this research is to investigate other potential moderators and outcomes of the 

relationship between being perceived as a GFWF by employees and firm performance. Overall, 
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consistent with RBV and SHRM theories, the study findings suggest that devoting resources 

toward being perceived as a GFWF by employees is a strategy that has both immediate and 

enduring benefits. In addition, the study results suggest that investigating the concept of being a 

GFWF from the employee perspective can provide interesting insights for both research and 

practice.  
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