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Abstract
Signaling theory suggests that resources such as firm reputation can send multiple signals that create 
dual pressures on stakeholders. These tensions are apparent when examining the relationship between a 
firm’s reputation and the collective voluntary turnover rates it experiences. On the one hand, a favorable 
reputation may tether employees to the firm due to the perceived desirability of working for a reputable 
company, resulting in lower voluntary turnover rates. On the other hand, a favorable reputation may 
make employees believe they are more marketable and thus may serve as a stepping stone relating to 
higher voluntary turnover rates. The purpose of this study is to investigate whether and when reputation 
acts as a signal of desirability or a signal of ease of movement in predicting collective voluntary turnover 
rates. We find some evidence for an overall tethering effect for more reputable firms. In addition, our 
findings demonstrate that reputation is more likely to result in stepping stone effects in certain signaling 
environments including when firms are in more munificent industries, are younger, and have higher pay 
levels. Tethering effects are observed when firms are in less munificent industries, are older, and have 
lower pay levels.
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Introduction
“One can survive everything, nowadays, except death, and live down everything except a good reputation.” 
Oscar Wilde

Organizational reputation exerts dual, and often opposing, pressures on organizations and employ-
ees (Petkova, Wadhwa, Yao, & Jain, 2014). As a result, reputation can create conflicting outcomes 
for firms, leading to interesting tensions and seemingly-paradoxical contradictions. In much of the 
literature, a favorable reputation is seen as desirable, leading to benefits such as higher financial 
performance and better employment outcomes (Deephouse, 2000; Roberts & Dowling, 2002; 
Turban & Cable, 2003). Yet, in some cases, the effects of a favorable reputation are less positive, 
such as making firms risk-averse and creating unrealistically high expectations (Petkova et  al., 
2014; Zorn, Roper, & Richardson, 2014). Reputation is inherently a reflection of how the organiza-
tion is viewed and exists within a larger social system, and as such can exert multiple signals with 
different meanings. In this study, we use signaling theory to examine the different signals that 
insider perceptions of reputation send in relation to one particular area of importance for firms—
collective voluntary turnover rates—in order to answer the question of whether and why employ-
ees may leave firms with good reputations.

Voluntary turnover is a critical issue for firms, as the literature has found a significant negative 
relationship between firms’ voluntary turnover rates and their performance (Park & Shaw, 2013). 
The voluntary turnover literature suggests that perceptions of mobility most closely relate to the 
tradeoffs surrounding (1) desirability of staying at the current workplace and (2) ease of movement 
to new job opportunities (Campbell, Coff, & Kryscynski, 2012; Heavey, Holwerda, & Hausknecht, 
2013; March & Simon, 1958). When considering collective voluntary turnover rates, however, 
reputation can be interpreted as a signal of collective perceptions of both desirability (keeping 
people in the firm) and a signal of ease of movement (leading individuals to leave). This seems to 
suggest two alternative relationships between a firm’s reputation and the voluntary turnover rates 
it experiences.

On the one hand, studies have indicated that a more favorable reputation makes a company 
more attractive (Gatewood, Gowan, & Lautenschlager, 1993; Turban & Cable, 2003) and increases 
the satisfaction individuals feel and their desire to remain working for the organization (Dutton, 
Dukerich, & Harquail, 1994; Herrbach, Mignonac, & Gatignon, 2004; Smidts, Pruyn, & Van Riel, 
2001). This indicates that reputation can be a signal of collective desirability, and may be thought 
of as a “tether” that keeps individuals connected to the firm, relating to lower voluntary turnover 
rates. On the other hand, other research indicates that employees from firms with favorable repu-
tations are sought after (Rider, 2012; Zuckerman, Kim, Ukanwa, & von Rittmann, 2003) and that 
employees of these firms may believe that they have greater job alternatives (Heavey et al., 2013; 
March & Simon, 1958). As such, a favorable reputation may increase perceptions of demand and 
be considered a signal of collective ease of movement, serving as a “stepping stone” and relating 
to higher voluntary turnover rates for firms with favorable reputations. Thus, the purpose of this 
study is to unpack this paradox to better understand whether and when reputation serves more 
predominantly as a tether or as a stepping stone, resulting in systematic variance in voluntary 
turnover rates for firms.

By building theory linking a firm’s voluntary turnover rates with perceptions of how favorably 
it is viewed, we contribute to the literature in three key ways. First, we examine a theoretically 
relevant antecedent of collective voluntary turnover rates—firm reputation (Connelly, Certo, 
Ireland, & Reutzel, 2011). Despite the increasing awareness that collective turnover has important 
and often negative effects on firms (e.g., Park & Shaw, 2013), Hausknecht and Trevor (2011) 
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indicate that collective turnover research “lacks a rigorous analysis of its major antecedents” (p. 
353). Second, we empirically test competing hypotheses to address an unresolved theoretical ten-
sion in the literature between two signals that make opposite predictions about the relationship 
between a firm’s reputation and the voluntary turnover rates it experiences. Much of the reputation 
literature implies that a favorable reputation will keep employees tethered to the firm (Dutton et al., 
1994; Herrbach et al., 2004; Smidts et al., 2001). We use signaling theory to argue that reputation 
might instead serve as a stepping stone to other job opportunities. Third, we investigate contextual 
factors that may influence when reputation is more likely to be a signal of collective desirability or 
a signal of ease of movement. Extant research suggests the importance of the signaling environ-
ment (Stevens & Makarius, 2015; Stevens, Makarius, & Mukherjee, 2015), yet Connelly and col-
leagues (2011) indicate that “the signaling environment on the whole is an under-researched aspect 
of signaling theory” (p. 62). By addressing this limitation in the literature, we examine reputation 
perceptions within the larger context in which they exist (Seidl & Whittington, 2014; Tsoukas & 
Dooley, 2011).

We test our ideas using collective turnover data from 137 companies in Finland and find some 
evidence that all else equal, firms with better reputations experience a tethering effect. However, 
we also find that it is necessary to consider contextual factors related to the signaling environment 
(industry munificence, firm age, and pay levels) to fully understand the relationship between a 
firm’s reputation and the voluntary turnover rates it experiences. In doing so, we find some situa-
tions where reputation is more likely to act as a signal of ease of movement, leading to stepping 
stone effects, and other situations where reputation acts as a signal of desirability, leading to tether-
ing effects.

Firm Reputation: Is it a Tether or a Stepping Stone?

The literature on voluntary turnover has focused primarily on an individual’s choice to remain at 
an organization or not (Hom, Mitchell, Lee, & Griffeth, 2012). Yet, the importance of voluntary 
turnover rates at the collective level is becoming increasingly evident (Shaw, 2011). Collective 
turnover is the “aggregate levels of employee departures that occur within groups, work units, or 
organizations” (Hausknecht & Trevor, 2011). Examining voluntary turnover rates at the organiza-
tional level, rather than individual turnover intentions, is important as it allows an examination of 
actual firm-level outcomes rather than individuals’ conjecture about the future. This is important, 
as there are times when individuals might want to leave but are not able to do so. The research on 
collective turnover generally highlights negative outcomes such as lower productivity (Campbell, 
Ganco, Franco, & Agarwal, 2012; Hausknecht & Trevor, 2011; Park & Shaw, 2013). Glebbeek and 
Bax (2004), however, indicate that “human resource managers have to familiarize themselves with 
the determinants of turnover before they can estimate its effects” (p. 279). Thus, there is a need to 
further examine organization-level factors that influence collective voluntary turnover rates. Extant 
research suggests that the way a firm is perceived by others—its reputation (Carmeli, 2005; Dutton 
et al., 1994; Shenkar & Yuchtman-Yaar, 1997; Zuckerman et al., 2003) may be important. Yet, the 
literature is inconsistent about how exactly reputation may relate to voluntary turnover rates expe-
rienced by such firms.

In this study, we focus on the perceived external reputation of the work environment.1 Helm 
(2013) defines perceived external reputation as “organizational insiders’ perceptions of organiza-
tional outsiders’ views of the reputation of the organization” (p. 543). More specifically, we study 
one specific aspect of reputation: a firm’s “work environment”, which encompasses an organiza-
tion’s overall consideration for people including leaders, employees, and responsibility to society. 
Companies with favorable work environments are not only good places to work but also have good 
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employees, vision, and concern for the community around them. Employers aspire to be known for 
their work environment to attract talent, customers, and other important resources that will pro-
mote excellence and success (Cable & Turban, 2003; Dutton et al., 1994; Turban & Cable, 2003). 
Consistent with the idea of reputation as a signal, we follow the advice of Connelly et al. (2011) 
and “distinguish between high-quality and low quality firms, but … note that firms reside on a 
continuum and not a dichotomy” (p. 59). In other words, firms vary on the degree to which their 
reputation is favorable or unfavorable—reputation is not simply a binary construct.

Signaling theory was originally applied to the job market to look at the signals used in the appli-
cation and selection process (Spence, 1973). Yet, signals remain salient even after employees join 
a firm, and likely influence patterns in aggregate employee movement out of the firm as well. 
Reputation is one of the most common signals, or “visible organizational characteristics used to 
assess unobservable qualities” (Connelly et al., 2011). Perceived external reputation is important 
as a signal because (1) it provides information about what to expect in the future and (2) because it 
provides impressions of familiarity and favorability (Lange, Lee, & Dai, 2011). First, a favorable 
reputation increases collective desirability because knowing that others have a favorable impres-
sion of your workplace provides a sense of stability and reduces uncertainty about the future for 
employees working in that company. However, it also increases ease of movement perceptions as 
employees might believe they are more marketable as others know what to expect from a firm with 
a favorable reputation. Second, by providing impressions of familiarity and favorability, perceived 
external reputation also enhances collective desirability by basking in the reflected glory of how 
others view the firm. Yet, it builds collective perceptions of ease of movement as well because 
believing that others have a favorable impression of the firm may make job alternatives seem easier 
to attain. Importantly, however, the two aspects of reputation—collective desirability and collec-
tive ease of movement—could have different impact on voluntary turnover rates.

Reputation as a tether

In the context of signaling theory, a signal refers to an informational cue (Spence, 2001). Perceived 
external reputation may be a signal of collective desirability because it provides information to 
organizational members on how the firm looks to others, which is then reflected in how they them-
selves are seen. Since organizational affiliation confers social status on members of the organiza-
tion (Dutton & Dukerich, 1991), employees can experience a more positive self-image by affiliating 
themselves with a firm that is viewed favorably with respect to how it treats people inside and 
outside of the firm (Ashforth & Mael, 1989; Cable & Turban, 2003; Dutton et al., 1994).

Previous studies have indicated that employees use the social standing of their organization in 
assessing themselves, and bask in the reflected glory of being associated with a firm with a 
favorable reputation (Cialdini et al., 1976; Shenkar & Yuchtman-Yaar, 1997).When an organiza-
tion is viewed in a positive light, employees as a whole tend to have enhanced self-concepts and 
a greater desire to remain in the organization (Carmeli, 2005; Hogg, Abrams, Otten, & Hinkle, 
2004; Tajfel & Turner, 1979). Because reputation provides information about how employees 
look to others, employees may be less willing to sacrifice this perception (Collins & Kanar, 2014) 
and are more likely to stay. Conversely, firms with less favorable reputations would provide less 
positive information to employees on how they look to others, which would likely lower collec-
tive desirability and enhance the likelihood that employees leave. Thus, because a favorable repu-
tation may be a signal of collective desirability of an organization for employees, lower voluntary 
turnover rates may result.

Hypothesis 1: Reputation will be negatively related to voluntary turnover rates.
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Reputation as a stepping stone

Alternatively, perceived external reputation can act as a signal of collective ease of movement, 
suggesting that firms with more favorable reputations may be used as stepping stones, relating to 
greater voluntary turnover rates. A belief that a favorable reputation might act as a signal to other 
organizations that these employees are valuable may make them think they are more marketable to 
other organizations. Prior employment affiliations are suggested to signal the quality of employees 
(Burton, Sorensen, & Beckman, 2002; Higgins & Gulati, 2003; Rider, 2012) and are often consid-
ered in employment decisions (Zuckerman et al., 2003). If the perceived external reputation sug-
gests that others view the firm—and, by association, its employees—positively, then that firm’s 
employees may believe that they have more opportunities to move to other organizations (Molloy 
& Barney, 2015; Shenkar & Yuchtman-Yaar, 1997; Trevor, 2001).

Both the decision to join an organization and the decision to continue with the organization reflect 
a comparative net benefit assessment (Bernard, 1938; Holtom & Inderrieden, 2006; Lee, Mitchell, & 
Mitchell, 1994). Presented with different employment scenarios, employees consciously choose 
whether or not they will remain where they are or move on to somewhere else. In one study that looked 
at the determinants of turnover, results indicated that high turnover intentions can co-exist with rela-
tively high levels of job satisfaction, job security, advancement opportunities, firm pride, and good 
perceived labor market opportunities (Sousa-Poza & Henneberger, 2004). These results suggest that 
even individuals who are happy with their job and proud to be a member of their organization may not 
remain with the company if opportunity arises elsewhere. Conversely, employees working in organiza-
tions with less favorable reputations may want to leave, but may have less of an opportunity to do so. 
Indeed, research has demonstrated that intentions typically share at most 25% of the turnover variance 
in organizations (Allen, Weeks, & Moffitt, 2005; Hom et al., 2012). Thus, because perceived external 
reputation may serve as a signal of collective ease of movement, it may act as a stepping stone which 
manifests as greater collective voluntary turnover rates in more reputable organizations.

Hypothesis 1alt: Reputation will be positively related to voluntary turnover rates.

The Moderating Role of the Signaling Environment

The competing hypotheses proposed above underscore the paradoxical nature of reputation—sign-
aling theory presents reasonable arguments for why reputation might act as a tether or as a stepping 
stone. However, despite the fact that these determinants of collective turnover do not happen with-
out consideration of the surrounding environment, Johns (2006) indicates that “research on 
employee turnover … illustrates a frequent lack of concern with context” (p. 390). With respect to 
the relationship between reputation and turnover, prior research suggests that, in general, tethering 
effects may be more constant since employees find reputable firms desirable to work for, regard-
less of the context (Gatewood et al., 1993; Herrbach et al., 2004; Turban & Cable, 2003). On the 
other hand, perceptions of ease of movement are quite complex and thus the strength of reputation 
as a signal of ease of movement may depend on the situation (Direnzo & Greenhaus, 2011; 
Kirschenbaum & Mano-Negrin, 1999; Steel, 2004). Specifically, we suggest that in some contexts, 
employees may be more likely to act upon perceived ease of movement opportunities and leave 
companies with a favorable reputation, whereas in other situations they will be less likely to do so. 
This leads to the question of what type of contexts might tip the balance, resulting in stepping stone 
effects outweighing tethering effects, and vice versa?

Signaling theory indicates that a better understanding of how signals interact with their environ-
ment is needed to answer such questions (Connelly et al., 2011; Park & Mezias, 2005). Understanding 
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signals within their social contexts may help address the question of when stepping stone effects 
might supersede or be superseded by tethering effects. The strength of reputation as a signal of ease 
of movement in different signaling environments may vary because of perceived opportunities of 
employability (Direnzo & Greenhaus, 2011; Trevor, 2001). Conclusions about perceived employ-
ment opportunities are made through a process of selective attention on some aspects of the context 
more so than others. Employees focus on aspects of the context that are perceived to have a “direct 
bearing on their ability to find replacement employment” (Steel, 2004).

Three salient aspects of the signaling environment may be affected by context include (1) 
receiver interpretation, (2) receiver attention, and (3) signal consistency (Connelly et al., 2011). 
Specifically, we predict that reputation is likely to be a stronger signal of ease of movement in 
companies (1) in munificent industries, (2) that are younger, and (3) that have higher pay levels, 
because of the perceived opportunities associated with those contexts. This will result in a positive 
relationship between reputation and voluntary turnover rates in these cases. Conversely, we predict 
that reputation is likely to be a weaker signal of ease of movement in companies (1) in less munifi-
cent industries, (2) that are older, and (3) that have lower pay levels, resulting in a negative rela-
tionship between reputation and voluntary turnover rates due to the stronger influence of reputation 
as a signal of desirability in these situations. Thus, based on signaling theory we expect these 
environmental factors to have a disordinal, or crossover, moderating effect (Cohen, Cohen, West, 
& Aiken, 2003; Marsh, Hau, Wen, Nagengast, & Morin, 2013) on the relationship between firms’ 
reputation and their voluntary turnover rates. We explain our logic and develop moderating hypoth-
eses below.

Industry munificence and receiver interpretation

Signaling theory suggests that receiver interpretation, or the weight and importance of a signal, 
increases when the signal provides more valuable information (Higgins & Gulati, 2006; Stuart, 
Hoang, Hybels, Stuart, & Hybels, 1999). Signaling theory indicates that an important part of the 
signaling environment is the firm’s industry environment, as industries vary in their attributes 
(Richard, Murthi, & Ismail, 2007; Sanders & Boivie, 2004). One important attribute of a firm’s 
industry environment is munificence, or “the growth rates of an industry in which a firm operates” 
(Richard et al., 2007). Depending on the level of munificence in an industry, we expect reputation’s 
importance as a source of information and the likelihood that it is leveraged as a means to move to 
new opportunities to vary (Connelly et al., 2011).

Industries that are more munificent tend to have more options available (Cyert & March, 1992; 
March, 1991; Richard et al., 2007). Thus, perceptions of job opportunities may be greater in these 
environments as growth provides information on ease of movement. For example, Cappelli (1999) 
suggested that employers will favor hiring ready-skilled employees at market rates instead of 
investing in training in markets and industries experiencing rapid change. Thus, we expect that a 
more favorable reputation will be a greater signal of ease of movement and increase the probability 
that employees will feel they can successfully obtain alternative employment for firms in industries 
that are more munificent. Firms with a favorable reputation in munificent industries are more likely 
to be treated as a stepping stone by their employees, relating to higher voluntary turnover rates 
because of the increased value of reputation under conditions of greater market opportunities.

In contrast, employees at organizations in industries that are less munificent will have fewer 
opportunities for mobility. Although individuals in these signaling environments may want to 
move, they are less likely to have the external options available to do so. Thus, we expect reputa-
tion’s value as a signal of desirability to outweigh its strength as a signal of ease of movement, 
resulting in tethering effects in less munificent industries.
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Hypothesis 2: The relationship between reputation and collective voluntary turnover rates will 
be moderated by industry munificence such that the relationship will be positive for those 
organizations in more munificent industries while the relationship will be negative for those in 
less munificent industries.

Firm age and receiver attention

Signaling theory suggests that receiver attention, or the extent to which receivers vigilantly scan 
the signaling environment, differs depending on the information asymmetry of the context 
(Connelly et al., 2011). Signals tend to have greater strength in contexts of information asymmetry 
because they provide more valuable information (Sanders & Boivie, 2004). Surrogate indicators of 
quality, such as reputation, are more effective information cues in these contexts due to the higher 
degree of uncertainty involved. Consequently, we expect that the strength of reputation as a signal 
of ease of movement may differ depending on a firm’s age.

When evaluating younger firms, receiver attention is more likely to turn to secondary sources 
of information to identify quality due to a lack of more objective data (Sanders & Boivie, 2004). 
According to liability of newness arguments (Hannan, 1998; Stinchcombe, 1965), younger firms 
are often at a greater risk of failure and entail greater uncertainty for employees due to less infor-
mation available about their roles, careers, or the future. Thus, employees at younger firms with 
more favorable reputations may pay more attention to reputation as a signal of ease of movement. 
Because of the information asymmetry and receiver attention associated with working for a 
younger firm, employees in these organizations may be more likely to capitalize upon the opportu-
nities provided by working in a highly regarded firm and use it as stepping stone to find positions 
elsewhere.

On the other hand, when employee insiders think about how others may evaluate established, 
older firms, they likely consider the many years of objective financial and operating data available 
(Aldrich & Fiol, 1994) as well as the well-established routines and processes (Stinchcombe, 1965) 
used to assess quality. When evaluating such firms, there tends to be a lower degree of information 
asymmetry (Datta, Iskandar-Datta, & Patel, 1999; Hannan & Freeman, 1984) because these organ-
izations have had time to build a series of past behaviors and repeated interactions with others. 
Because more objective evaluations of quality are available and reliable, receiver attention to sig-
nals such as reputation are lower in these environments. As older organizations typically have 
well-established roles and careers (Singh, Tucker, & House, 1986; Stinchcombe, 1965), employees 
in these firms may perceive greater internal opportunities as well, making it less likely that they 
would leave. Consequently, for employees at such older firms, reputation’s value as a signal of 
desirability may be greater than its value as a signal of ease of movement, resulting in tethering 
effects.

Hypothesis 3: The relationship between reputation and collective voluntary turnover rates will 
be moderated by firm age such that the relationship will be positive for younger firms while the 
relationship will be negative for older firms.

Pay level and signal consistency

Some signaling environments are characterized by high signal consistency, which is defined as 
“the agreement between multiple signals from one source” (Connelly et al., 2011). The strength of 
signals is enhanced when signal consistency is high and lower when signals are conflicting (Chung 
& Kalnins, 2001; Fischer & Reuber, 2007; Gao, Darroch, Mather, & MacGregor, 2008). In other 
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words, when an organization sends multiple signals of quality, those signals are more likely to be 
believed to be credible and send a stronger message to the market.

A firm’s reputation represents one such signal of quality (Connelly et al., 2011). Pay levels rep-
resent another important factor that can be considered a signal of quality (Campbell, Coff, et al., 
2012; Motowidlo, 1983; Zenger, 1992). When making decisions about salaries, organizations must 
decide whether to pay employees below, at, or above market levels (Gerhart & Milkovich, 1990). 
Paying at a higher level than the market is a deliberate decision, intended to motivate higher quality 
applicants (Akerlof & Yellen, 1986). However, Campbell, Coff and colleagues (2012) suggest that 
employees with higher earnings tend to “believe they could generate or appropriate even more 
value outside their current firm” (p. 70) and find that these individuals are more likely to leave for 
other opportunities such as starting new ventures. Therefore, because employees with higher earn-
ings tend to have a “higher ability to generate value” (Campbell, Ganco, et al., 2012, p. 71), a rela-
tively high pay level should provide employees a sense of greater opportunities outside the firm. 
Both reputation and pay levels send positive signals to the market and can act as what Trevor 
(2001) refers to as “movement capital”, or attributes that enhance mobility. Signal consistency sug-
gests that employees in firms with favorable reputations and high pay levels will perceive their 
ease of movement into other organizations as particularly high. Thus, these employees may be 
more likely to use the firm as a stepping stone to other opportunities.

However, a firm with a favorable reputation that has chosen to offer low pay levels might send a 
conflicting signal. On the one hand, a favorable reputation signals high quality, on the other, lower 
pay levels may signal that employees possess a lower level of skills or human capital. This conflict 
harms the credibility of these signals and makes it less likely that they will induce employee move-
ment. As a consequence, employees may believe they are better off staying with a reputable employer 
known for offering a favorable work environment even if their company offers lower pay. This is 
consistent with Cable and Turban’s (2003) finding that individuals will find reputable firms attrac-
tive even if they have lower pay levels. Thus, we propose that the combination of favorable reputa-
tion and low pay levels will make employees at these organizations less likely to leave.

Hypothesis 4: The relationship between reputation and collective voluntary turnover rates will 
be moderated by pay level such that the relationship will be positive for those organizations that 
pay above market value while the relationship will be negative for those that pay below market 
value.

Research Design

This study used survey data provided by human resource professionals working in Finland. A ran-
dom sample of 1065 private sector companies (derived from Statistics Finland) were contacted 
about participation in a study on human resource practices in 2008. We first called these companies 
to obtain email addresses of suitable respondents and then sent out an electronic survey. 137 com-
panies completed the survey (response rate 13%). The respondents were HR managers, directors, 
and executives, and had been with their company for 14 years on average.

We checked for response bias by conducting an archival analysis comparing the respondents to 
non-respondents on variables contained in two archival databases (Rogelberg & Stanton, 2007). 
We retrieved firm performance data from an archival company database (Voitto+). The t-tests were 
not significant with respect to profit margins or revenue growth, alleviating concerns of perfor-
mance-related non-response bias. We also used information from Statistics Finland to look at dif-
ferences in company size. It appears that our data is more representative of large companies than 
small ones. We control for differences in firm size in our analyses.
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Measures

Reputation.  A measure of perceived external reputation was adapted from the Reputation Quotient 
scale developed by Harris Interactive (Fombrun & Gardberg, 2000; Fombrun, Gardberg, & Sever, 
2000). The human resource professionals were asked to indicate on a five-point Likert scale the 
extent to which they agreed or disagreed that the company was known for having a favorable work 
environment: workplace environment, social responsibility, and leadership. We created a sum-
mated scale from these items. The Cronbach’s alpha reliability of the scale was .714. We also cor-
related our measure with an external dataset that contained reputation ratings for a small portion of 
our sample (n = 19). These data were gathered and published by Arvopaperilehti, a magazine that 
aggregated Finnish citizens’ perceptions about companies. The correlation between our measure 
and the external reputation measure were positive (r = .604), further indicating that our measure is 
valid.

Voluntary turnover rates.  A measure of voluntary turnover rates was constructed using the data pro-
vided by the respondents. The respondents provided information from employee records on the 
number of employees that voluntarily quit over the past year and on the number of employees 
working in the organization. Consistent with prior research that uses key respondent reports (Gleb-
beek & Bax, 2004; Shaw, Duffy, Johnson, & Lockhart, 2005), this information was used to calcu-
late a voluntary turnover rate that divides the number of employees by the number of people who 
voluntarily quit, and consequently multiplying the number with one hundred in order to use a 
percentage value of voluntary turnover rates (Shaw, Duffy, et al., 2005).

Industry munificence.  To capture industry munificence, we first identified the industry each firm 
operates in using its 2-digit TOL 2008 industry code. Then, we measured each industry’s average 
change in the ratio of firm openings to firm closures over the years 2005–2008 to get a sense for 
the opportunities in the industry (Statistics Finland, 2014). Thus, higher values of this measure 
correspond to expanding (more munificent) industries, where firms are entering in larger propor-
tions than they are exiting.

Firm age.  The age of each firm was measured as the current year minus the founding year of an 
organization, and then the natural log was taken to correct for skewness. This method has been 
used in prior research (Shaw, Delery, Jenkins, & Gupta, 1998). The average firm age was 53 years 
old and the median was 38 years. Data for this measure were gathered by asking respondents when 
the company was founded.

Pay level.  Following the approach used in other studies (Guthrie, 2001) pay level was assessed by 
asking respondents to provide information on average salary rates compared with other employers 
in the same industry providing similar work. Respondents responded on a five-point scale that 
ranged from “considerably lower than others” to “considerably higher than others”.

Control variables.  We considered several potentially relevant control variables including measures 
relating to the firm and the workplace environment (Bernerth & Aguinis, 2016). Previous empirical 
and theoretical research suggests a potential relationship between these variables and the focal vari-
ables in our study. To rule out alternative explanations for our findings, we have included the follow-
ing measures as control variables in our model. Firm size, measured by the number of employees in 
the organization, was included as a control as larger companies may have lower voluntary turnover 
rates due to more internal opportunities (Guthrie, 2001; Shaw et al., 1998). Consistent with prior 
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studies, the natural log of company size was used in all analyses to control for skewness (Shaw, 
Duffy, et al., 2005). The firm’s geographic scope can influence internal opportunities (Heavey et al., 
2013), so we controlled for it using a dummy variable that considered whether the company had 
facilities in just one location (coded 1), or in more than one geographic region (coded 0). We con-
trolled for average employee tenure, which has been found to be negatively associated with turnover 
at the individual level (Griffeth, Hom, & Gaertner, 2000). Investments in human capital such as 
training can be related to lower turnover (Shaw, Duffy, et al., 2005) so we controlled for the average 
number of days employees in each firm received training. Firm performance, an important factor to 
partial out when analyzing reputation effects (Brown & Perry, 1994), was controlled by asking how 
respondents assess the firm’s revenue growth on a five-point scale: considerably or somewhat 
higher, considerably or somewhat lower, or the same as others in the industry.

Statistical analysis approach.  Although we had full information on many of the variables, there were 
some missing data in some of our variables. In order to provide the most accurate estimates given 
the data (Newman, 2014; Wang, Watts, Anderson, & Little, 2013), we used multiple imputation (20 
imputations). To test our hypotheses, we estimated multiple ordinary least squares (OLS) regres-
sion models using the imputed dataset. First, we entered the control variables in Model 1. Then we 
entered reputation to investigate the main effect in Model 2. Next, we entered each interaction term 
separately in Models 3 through 5. In the final Model 6, we estimated the full model including all 
variables in one model. The R-squared and adjusted R-squared statistics are estimated using Fish-
er’s r to z transformation (Harel, 2009). As an estimate of effect size, we provide the Cohen’s f 2 
estimates for sequential multiple regression based on omega-squared statistic (Aguinis & Edwards, 
2014; Fritz, Morris, & Richler, 2012). We centered all variables before running analyses and enter-
ing interaction product terms (Aiken & West, 1991). Analyses were conducted in Stata 13.

Results

The descriptive statistics and correlations among the variables are reported in Table 1. Reputation 
was negatively correlated with voluntary turnover rates (r = –.268, p = .002). Pay level was posi-
tively related to reputation (r = .206, p = .019) and somewhat negatively related to voluntary turno-
ver rates (r = –.152, p = .083). Industry munificence and firm age were not related to voluntary 
turnover rates or reputation. Moreover, industry, firm age, and pay level were not related to one 
another.

Table 2 shows the results for the regression analyses and tests of the hypotheses. The values 
in the tables are unstandardized regression coefficients. The set of control variables in Model 1 
accounts for about one sixth of the variance in firms’ collective voluntary turnover rates (Cohen’s 
f 2 = .157). The results from Model 2 indicate that the relationship between reputation and vol-
untary turnover rates is negative but not statistically significant at the p ⩽ .05 level (b = –1.218, 
p = .056). According to f 2, which is a standardized measure of effect size, reputation has a small 
effect when it is added to the model (f 2 = .02). Thus, with a small effect size and a negative 
regression coefficient approaching statistical significance, we find weak evidence for an overall 
tethering effect consistent with H1 and in contrast to H1alt. However, these results indicate the 
value in probing this relationship further by examining the role of the signaling environment 
(Hypotheses 2, 3, and 4).

We next analyzed Hypothesis 2, which suggested that industry munificence would moderate the 
relationship between reputation and voluntary turnover rates. The interaction term is statistically 
significant in both Model 3 (b = 5.265, p = .006) and Model 6 (b = 3.917, p = .026). According to 
Cohen’s f 2, adding the interactive effect of reputation and industry munificence to the main effect 
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model explains an additional 7% of systematic variance relative to unexplained variance in volun-
tary turnover rates. Figure 1 depicts the interaction effect.

We further analyzed the interaction in Model 6 by investigating the simple slopes at values of 0, 
+/– 1, and +/– 2 standard deviations (SD) for the moderating variable (Aiken & West, 1991; Cohen 
et al., 2003; Preacher, Curran & Bauer, 2006; Younkin, 2016). The simple slope is negative and 
statistically significant at –2 SD (b = –4.188, t = –2.88, p = 0.005) and -1SD (b = –2.315, t = –2.77, 
p = 0.007) for firms in less munificent industries, becomes non-significant at moderate levels of 
industry munificence (b = 1.433, t = 1.44, p = 0.153), and is positive and statistically significant at 
+2SD (b = 3.307, t = 2.01, p = .047) for firms in more munificent industries. In practical terms, 
results from the simple slopes analyses show that when industry munificence is low (–2SD), a one 
point increase in reputation is related to a 4.2 percentage point decrease in voluntary turnover rates. 
Whereas when it is high (+2SD), a one point increase in reputation is related to a 3.3 percentage 
point increase in voluntary turnover rates. These results provide support for Hypothesis 2. 
Reputation appears to serve as a tether for firms with favorable reputations in industries that are 
less munificent, but it serves as a stepping stone for firms with favorable reputations in more 
munificent industries.

Hypothesis 3 proposed that firm age would moderate the relationship between reputation and 
voluntary turnover rates. The interaction term is statistically significant in Model 4 (b = –2.090, 
p = .000) and Model 6 (b = –1.620, p = .001). According to Cohen’s f 2, adding the interactive 
effect of reputation and firm age to the main effect model explains and additional 15% of sys-
tematic variance relative to unexplained variance in turnover. The plot of this interaction is 
portrayed in Figure 2.

We further explore this interaction using simple slopes in Model 6. The simple slope is signifi-
cant and negative at +2 SD (b = –4.258, t = –3.45, p = .001) and +1SD (b = –2.349, t = –2.96, p = 
.004) for older firms, becomes non-significant for firms in the middle of our age range (b = 1.467, 
t = 1.90, p = .059), and is positive and statistically significant at –2SD (b = 3.376, t = 2.80, p = .006) 
for younger firms. In practical terms, when firm age is low (–2SD), a one point increase in reputa-
tion is related to a 3.4 percentage point increase in voluntary turnover rates. When firm age is high 
(+2SD), a one point increase in reputation is related to a 4.3 percentage point decrease in voluntary 
turnover rates. These results support Hypothesis 3, which posits that favorable reputation is more 
likely to lead to tethering effects for older firms, but stepping stone effects for younger firms.

Figure 1.  The interaction of reputation and industry munificence on voluntary turnover rates.
Moderator plotted at +/– 1 standard deviation.
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Hypothesis 4 predicted that pay level would moderate the relationship between reputation and 
voluntary turnover rates. We find a statistically significant interaction between reputation and pay 
level on voluntary turnover rates both in Model 5 (b=3.286, p=.001) and Model 6 (b = 2.022,  
p = .041). According to Cohen’s f 2, adding the interactive effect of reputation and pay level to the 
main effect model explains an additional 11% of systematic variance in turnover. Figure 3 shows 
the graph of our interaction effect.

We further investigated the simple slopes of the interaction in Model 6. The simple slope  
is negative and statistically significant at –2SD (b = –3.195, t = –2.38, p = 0.021) and –1SD  
(b = –1.811, t = –2.26, p = 0.027) for firms who paid wages below industry average, indicating  
a tethering effect for these firms. In practical terms, when pay level is low (–2SD), a one point 
increase in reputation is related to 3.2 percentage point decrease in voluntary turnover rates.  
The simple slope is positive but non-significant for firms who paid above industry average (+2SD: 
b = 2.340, t = 1.57, p = 0.123) in Model 6, but statistically significant in Model 5 (+2SD: b = 3.710,  
t = 2.51, p = 0.015). Thus, we find that a better reputation is related to a tethering effect for firms 

Figure 2.  The interaction of reputation and firm age on voluntary turnover rates.
Moderator plotted at +/– 1 standard deviation.

Figure 3.  The interaction of reputation and pay level on voluntary turnover rates.
Moderator plotted at +/– 1 standard deviation.
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with lower pay levels. We also find some evidence for a stepping stone effect for firms with higher 
pay levels and favorable reputations. These results are consistent with Hypothesis 4 regarding 
signal consistency.

In sum, a firm’s reputation appears to have a significant impact on the voluntary turnover rates 
it experiences. The main effect of reputation was relatively small (f2 = 0.02), which is perhaps not 
surprising given the countervailing tensions entailed by reputation as a signal of both desirability 
and ease of movement. However, adding the interactive effects of contextual factors explains an 
additional 25% of systematic variance relative to the unexplained variance in turnover, which sig-
nifies a moderate-to-large effect size (f2) according to Cohen’s (1988) guidelines. This indicates 
that it is critical to consider the signaling environment when attempting to understand the relation-
ship between reputation and voluntary turnover rates.

Robustness checks and supplementary analyses

Because industry munificence could be measured in different ways, we estimated our models using 
alternative measures as a robustness check. Industry munificence might be captured by the average 
growth in the number of people employed by that industry in the past three years, as more people 
gaining employment in a particular industry is a sign of industry’s growth, robustness, and oppor-
tunity (Statistics Finland, 2016). This measure of industry munificence also revealed tethering 
effects for reputable companies (Model 3: b = .835, t = 4.22, p = .000; Model 6: b = .528, t = 2.48, 
p = .016). We also tried a categorical measure that captured whether a firm was operating in a ser-
vice industry, a manufacturing industry, or a hybrid industry that represented a mix of both service 
and manufacturing. We would expect that service industries are generally more munificent than 
manufacturing industries. Our results are in line with this logic, as reputable firms in manufactur-
ing industries experienced tethering effects (Model 3 b = –3.715, t = –2.65, p = .009; Model 6: b = 
–4.080, t = –3.16, p = .002), whereas the interaction effects were not significant for service and 
hybrid industries.

Some of the data for this study are cross-sectional and self-reported, suggesting common method 
variance (CMV) could be an issue. To explore the extent to which CMV could be an issue in this 
study, we conducted a post-hoc analysis using a regression-based marker variable technique to cor-
rect for common method bias (Podsakoff, MacKenzie, & Podsakoff, 2012). Specifically, we added 
two marker variables relating to compensation that should be theoretically unrelated but at the 
same time similarly vulnerable to CMV relative to other study variables (Williams, Hartman, & 
Cavazotte, 2010). Adding these marker variables did not have an impact on the statistical signifi-
cance or interpretation of our results. Thus, our interaction effects cannot be artifacts of CMV 
(Siemsen, Roth, & Oliveira, 2010).

Discussion

Reputation is a complex phenomenon, often with countervailing effects on firms. This study con-
tributes to the literature on firm reputation by investigating a specific type of reputation—per-
ceived external reputation of the work environment—and building an understanding of how it 
relates to collective voluntary turnover rates. An important theoretical contribution of this study is 
clarifying the conflicting streams of thought about the relationship between reputation and volun-
tary turnover rates. Shaw, Gupta, and Delery (2005) suggest that studying “alternative variations of 
the same theme … and examining them empirically [should be used] more frequently in resolving 
theoretical conflicts” (p. 66). Our results help distinguish among alternative signals reputation 
could represent and how those signals might relate to collective voluntary turnover rates. In 
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particular, while we find that—all else equal—a more favorable reputation may result in somewhat 
lower collective voluntary turnover rates for firms, a lack of consideration of the context (i.e., the 
signaling environment) would have resulted in the erroneous conclusion that this is always the 
case. Instead, we find that in many key situations, a more favorable reputation can actually result 
in increased collective voluntary turnover rates, building on more recent studies that have sug-
gested, somewhat counterintuitively, that there are downsides to having a favorable reputation 
(Petkova et al., 2014; Zorn et al., 2014). While this paradox might “complicate” the story (Weick, 
1969), it helps to “obtain a more complex understanding of how organizations function” (Tsoukas 
& Dooley, 2011, p. 703).

By using signaling theory to identify contingency factors important to understanding the rela-
tionship between reputation and voluntary turnover rates, we are able to demonstrate the complex 
interplay between a firm’s reputation, its environment and the firm-level outcomes it experiences 
(Tsoukas, Garud, & Hardy, 2003). Identifying boundary conditions in which firm resources such 
as reputation serve as tethers or stepping stones is indispensable for theoretical development 
(Campbell, Coff, et al., 2012; Corley & Gioia, 2011). We find three contextual aspects of the sign-
aling environment that can influence decision making (Connelly et al., 2011; Johns, 2006). More 
specifically, we find that contexts with greater uncertainty and/or greater opportunities tend to 
increase the likelihood that reputation will be used as a signal of ease of movement; we find that 
firms with favorable reputations that are in more munificent industries, are younger, or have higher 
pay levels are more likely to be used as a stepping stone. In contrast, firms with favorable reputa-
tions that are in less munificent industries, are older, or have lower pay levels tend to experience 
tethering effects and encounter lower voluntary turnover rates than less reputable firms.

Future research

The theory and results of this study suggest several avenues for future research. The contributions of 
this paper rely on using signaling theory to acknowledge that collective turnover does not occur in a 
vacuum—how a firm is perceived by others and the broader environment in which it is embedded 
impacts this complex phenomenon. In this way, this paper can act as a springboard for other 
researchers who follow Weick’s (1969) call for complication rather than simplification with regard 
to understanding organizational phenomena. For instance, a greater appreciation of the networks and 
institutions in which a firm’s reputation is built and transmitted may lead to novel insights into under-
standing how perceptions of reputation may evolve as institutions or industries undergo change.

Additionally, although reputation is a relatively stable construct that experiences little variabil-
ity over time (Fombrun, 1996; Roberts & Dowling, 2002), future research should examine how 
collective flow in and out of organizations might relate to the reputation of a firm. Studies that 
collect longitudinal data from multiple sources should help address this concern. In addition to the 
signaling environment factors examined here, other contextual factors that might play a role in the 
relationship between reputation and voluntary turnover rates should be examined (e.g., geographi-
cal regions, unemployment rates, age of employees) in future research. Indeed, studies that utilize 
moderated mediation models to examine how a variety of organizational factors affect voluntary 
turnover rates and thereby firm performance in different signaling contexts would be beneficial.

Practical implications

As extant literature has found, higher voluntary turnover rates are related to lower firm perfor-
mance (Park & Shaw, 2013). However, if organizations want to reduce voluntary turnover rates, 
they should make sure to consider the context in which they operate. For instance, we find that the 
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value of a favorable reputation as a signal of ease of movement is higher for younger firms, for 
firms with higher pay levels, and in industries with higher growth rates. In these situations, manag-
ers may attempt to increase the connection to the organization to make it less likely that employees 
will leave. For example, managers may be able to help employees build links to increase social 
networks (Mitchell, Holtom, Lee, Sablynski, & Erez, 2001) or offer high-commitment human 
resource systems (Heavey et al., 2013), strategies that have been found to be negatively associated 
with collective voluntary turnover rates.

Further, we find that having lower pay levels than competitors is associated with lower volun-
tary turnover rates for more reputable firms. It is worth noting, however, that having lower pay 
levels may make it difficult to attract new qualified employees. Although research demonstrates 
that individuals are willing to accept lower wages to work at a firm with a positive reputation 
(Cable & Turban, 2003), it is important for managers to consider the tradeoffs between attraction 
and retention when making pay decisions. Alternatively, rather than attempting to reduce collective 
voluntary turnover rates, managers at firms prone to being used as a stepping stone might instead 
embrace this churn and find ways to gain from this increased flow of individuals in and out of the 
organization. For instance, newcomers inherently are less knowledgeable than those they replace, 
yet the knowledge they bring to a firm adds diversity and new perspectives (March, 1991). In this 
way, a reputable firm that is in a more munificent industry, is younger, or pays higher salaries might 
be in a better position than firms with less-favorable reputations to generate new knowledge, avoid 
stagnation, and innovate.

Limitations

Although we believe this study clarifies many important issues regarding the link between reputa-
tion and voluntary turnover rates, it does have limitations we wish to acknowledge. A limitation in 
our study is that we cannot rule out the possibility of voluntary turnover rates influencing the self-
report of reputation, a reversed causality effect. Indeed, Flanagan and O’Shaughnessy (2005) test 
and find support for a relationship between employee layoffs and firm reputation. Although the 
nature of voluntary and involuntary turnover rates is different (Shaw et al., 1998), and theory indi-
cates reputation as a factor likely to influence turnover (Carmeli & Freund, 2009; Herrbach et al., 
2004), it is possible that turnover led to certain perceptions of reputation. The implication of our 
theoretical arguments examining reputation as a signal of collective desirability or collective ease 
of movement is that we could be missing nuances in the relationship between reputation and vol-
untary turnover rates by not examining the reverse relationship.

The inferences drawn from our results could also be constrained by our measures. First, although 
a variety of measures of reputation exist, we adapted our measure from the dimensions of the 
Reputation Quotient (Fombrun et al., 2000). Lange, Lee, and Dai (2011) indicate that it is impor-
tant to choose a measure that reflects the type of reputation for which the study is focused. Our 
measure allowed us to examine more specifically how the firm’s work environment was perceived 
and separating it from financial performance and other attributes for which a company might be 
known, such as product quality. Other indicators of reputation used in prior research and widely 
reported in the media, such as Fortune’s Most Admired Companies, might provide an alternative 
approach to estimating the effects of reputation on important organizational outcomes.

Conclusion

Consistent with the idea that reputation can have a paradoxical and contradictory influence on  
firm outcomes, the literature has been unclear as to whether firms with favorable reputations will 
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experience higher or lower voluntary turnover rates relative to firms with unfavorable reputations. 
We find that, all else equal, reputation may signal collective desirability such that reputable firms 
experience lower levels of voluntary turnover rates. However, in certain signaling environments, 
the strength of reputation as a signal of ease of movement is enhanced and a firm with a favorable 
reputation is more likely to be a stepping stone for individuals, relating to higher voluntary turno-
ver rates in the organization. This suggests that the most salient question might not be whether 
reputation is a tether or a stepping stone, but rather when it serves as one or the other. We encourage 
future research investigating the role of reputation on organizational-level phenomena as well as 
studies that explore other firm characteristics that may serve as tethers or stepping stones relating 
to collective voluntary turnover rates in organizations.

Acknowledgements

We wish to thank the Finnish Work Environment Fund, which provided funding for the data collection (pro-
ject number 108125).

Funding

Finnish Work Environment Fund 108125.

Note

1.	 Although we focus on the perceived external reputation of the work environment throughout the manu-
script, we use the word “reputation” interchangeably to be parsimonious.

References

Aguinis, H., & Edwards, J. R. (2014). Methodological wishes for the next decade and how to make wishes 
come true. Journal of Management Studies, 51, 143–174.

Aiken, L. S., & West, S. G. (1991). Multiple regression: Testing and interpreting interactions. Thousand 
Oaks, CA: SAGE Publications.

Akerlof, G. A., & Yellen, J. L. (1986). Efficiency wage models of the labor market. Cambridge, UK: 
Cambridge University Press.

Aldrich, H. E., & Fiol, C. M. (1994). Fools rush in ? The institutional context of industry creation. The 
Academy of Management Review, 19, 645–670.

Allen, D. G., Weeks, K. P., & Moffitt, K. R. (2005). Turnover intentions and voluntary turnover: The moder-
ating roles of self-monitoring, locus of control, proactive personality, and risk aversion. The Journal of 
Applied Psychology, 90, 980–990.

Ashforth, B. E., & Mael, F. (1989). Social identity theory and the organization. Academy of Management 
Review, 14, 20–39.

Bernard, C. I. (1938). The functions of the executive. Cambridge, MA: Harvard University Press.
Bernerth, J. B., & Aguinis, H. (2016). A critical review and best-practice recommendations for control vari-

able usage. Personnel Psychology, 69, 1–55.
Brown, B., & Perry, S. (1994). Removing the financial performance halo from Fortune’s “most admired” 

companies. Academy of Management Journal, 37, 1347–1359.
Burton, D. M., Sorensen, J. B., & Beckman, C. M. (2002). Coming from good stock: Career histories and new 

venture formation. Research in the Sociology of Organizations Volume, 19, 229–262.
Cable, D. M., & Turban, D. B. (2003). The value of organizational reputation in the recruitment context: A 

brand-equity perspective. Journal of Applied Social Psychology, 33, 2244–2266.
Campbell, B., Coff, R., & Kryscynski, D. (2012). Re-thinking sustained competitive advantage from human 

capital. Academy of Management Review, 37, 1–44.
Campbell, B., Ganco, M., Franco, A., & Agarwal, R. (2012). Who leaves, where to, and why worry: Employee 

mobility, entrepreneurship, and effects on source firm performance. Strategic Management Journal, 33, 65–87.



Makarius et al.	 1683

Cappelli, P. (1999). The new deal at work - Managing the market-driven workforce. Boston, MA: Harvard 
Business School Press.

Carmeli, A. (2005). Perceived external prestige, affective commitment, and citizenship behaviors. 
Organization Studies, 26, 443–464.

Carmeli, A., & Freund, A. (2009). Linking perceived external prestige and intentions to leave the organ-
ization: The mediating role of job satisfaction and affective commitment. Journal of Social Service 
Research, 35, 236–250.

Chung, W., & Kalnins, A. (2001). Agglomeration effects and performance: A test of the Texas lodging indus-
try. Strategic Management Journal, 22, 969–988.

Cialdini, R. B., Borden, R. J., Thorne, A., Walker, M. R., Freeman, S., & Sloan, L. R. (1976). Basking in 
reflected glory: Three (football) field studies. Journal of Personality and Social Psychology, 34, 366–375.

Cohen, J. (1988). Statistical power analysis for the behavioral sciences. Journal of the American Statistical 
Association, Vol. 2. Mahwah, NJ: Lawrence Erlbaum Associates.

Cohen, J., Cohen, P., West, S. G., & Aiken, L. (2003). Applied multiple regression / correlation analysis for 
the behavioral sciences, 2nd edn. Hillsdale, NJ: Lawrence Erlbaum Associates.

Collins, C., & Kanar, A. M. (2014). Employer brand equity and recruitment research. In The Oxford hand-
book of recruitment (pp. 284–297). New York, NY: Oxford University Press.

Connelly, B. L., Certo, S. T., Ireland, R. D., & Reutzel, C. R. (2011). Signaling theory: A review and assess-
ment. Journal of Management, 37, 39–67.

Corley, K., & Gioia, D. (2011). Building theory about theory building: What constitutes a theoretical contri-
bution? Academy of Management Review, 36, 12–32.

Cyert, R. M., & March, J. G. (1992). A behavioral theory of the firm. Englewood Cliffs, NJ: Prentice-Hall.
Datta, S., Iskandar-Datta, M., & Patel, A. (1999). Bank monitoring and the pricing of corporate public debt. 

Journal of Financial Economics, 51, 435–449.
Deephouse, D. L. (2000). Media reputation as a strategic resource: An integration of mass communication and 

resource-based theories. Journal of Management, 26, 1091–1112.
Direnzo, M. S., & Greenhaus, J. H. (2011). Job search and voluntary turnover in a boundaryless world: A 

control theory perspective. Academy of Management Review, 36, 567–589.
Dutton, J. E., & Dukerich, J. M. (1991). Keeping an eye on the mirror: Image and identity in organizational 

adaptation. Academy of Management Journal, 34, 517–554.
Dutton, J. E., Dukerich, J. M., & Harquail, C. V. (1994). Organizational images and member identification. 

Administrative Science Quarterly, 39, 239–263.
Fischer, E., & Reuber, R. (2007). The good, the bad, and the unfamiliar: The challenges of reputation forma-

tion facing new firms. Entrepreneurship Theory & Practice, 31, 53–76.
Flanagan, D. J., & O’Shaughnessy, K. C. (2005). The effect of layoffs on firm reputation. Journal of 

Management, 31, 445–463.
Fombrun, C. J. (1996). Reputation - Realizing value from corporate image. Boston, MA: Harvard Business 

School Press.
Fombrun, C. J., & Gardberg, N. (2000). Who’s tops in corporate reputation? Corporate Reputation Review, 

3, 13–17.
Fombrun, C. J., Gardberg, N. A., & Sever, J. M. (2000). The reputation QuotientSM: A multi-stakeholder 

measure of corporate reputation. Journal of Brand Management, 7, 241–255.
Fritz, C. O., Morris, P. E., & Richler, J. J. (2012). Effect size estimates: Current use, calculations, and inter-

pretation. Journal of Experimental Psychology. General, 141, 2–18.
Gao, H., Darroch, J., Mather, D., & MacGregor, A. (2008). Signaling corporate strategy in IPO communica-

tion: A study of biotechnology IPOs on the NASDAQ. Journal of Business Communication, 45, 3–30.
Gatewood, R. D., Gowan, M. A., & Lautenschlager, G. J. (1993). Corporate image, recruitment image and 

initial job choice decisions. Academy of Management Journal, 36, 414–427.
Gerhart, B., & Milkovich, G. T. (1990). Organizational differences in managerial compensation and financial 

performance. Academy of Management Journal, 33, 663–691.
Glebbeek, A. C., & Bax, E. H. (2004). Is high employee turnover really harmful ? An empirical test using 

company records. Academy of Management Journal, 47, 277–286.



1684	 Organization Studies 38(12) 

Griffeth, R. W., Hom, P. W., & Gaertner, S. (2000). A meta-analysis of antecedents and correlates of 
employee turnover: Update, moderator tests, and research implications for the next millennium. Journal 
of Management, 26, 463–488.

Guthrie, J. P. (2001). High-involvement work practices, turnover, and productivity: Evidence from New 
Zealand. Academy of Management Journal, 44, 180–190.

Hannan, M. T. (1998). Rethinking age dependence in organizational mortality: Logical formalizations. 
American Journal of Sociology, 104, 126–164.

Hannan, M. T., & Freeman, J. (1984). Structural inertia and organizational change. American Sociological 
Review, 49, 149–164.

Harel, O. (2009). The estimation of R2 and adjusted R2 in incomplete data sets using multiple imputation. 
Journal of Applied Statistics, 36, 1109–1118.

Hausknecht, J. P., & Trevor, C. O. (2011). Collective turnover at the group, unit, and organizational levels: 
Evidence, issues, and implications. Journal of Management, 37, 352–388.

Heavey, A. L., Holwerda, J. A., & Hausknecht, J. P. (2013). Causes and consequences of collective turnover: 
A meta-analytic review. Journal of Applied Psychology, 98, 412–453.

Helm, S. (2013). A matter of reputation and pride: Associations between perceived external reputation, pride 
in membership, job satisfaction and turnover intentions. British Journal of Management, 24, 542–556.

Herrbach, O., Mignonac, K., & Gatignon, A.-L. (2004). Exploring the role of perceived external prestige in 
managers’ turnover intentions. The International Journal of Human Resource Management, 15, 1390–
1407.

Higgins, M. C., & Gulati, R. (2003). Getting off to a good start: The upper echelon affiliations underwriter 
prestige. Organization Science, 14, 244–263.

Higgins, M. C., & Gulati, R. (2006). Stacking the deck: The effects of top management backgrounds on inves-
tor decisions. Strategic Management Journal, 27, 1–25.

Hogg, M. A., Abrams, D., Otten, S., & Hinkle, S. (2004). The social identity perspective: Intergroup relations, 
self-conception, and small groups. Small Group Research, 35, 246–276.

Holtom, B. C., & Inderrieden, E. J. (2006). Integrating the unfolding model and job embeddedness model to 
better understand voluntary turnover. Journal of Managerial Issues, 18, 435–452.

Hom, P. W., Mitchell, T. R., Lee, T. W., & Griffeth, R. W. (2012). Reviewing employee turnover: Focusing 
on proximal withdrawal states and an expanded criterion. Psychological Bulletin, 138, 831–858.

Johns, G. (2006). The essential impact of context on organizational behavior. Academy of Magagement 
Review, 31, 386–408.

Kirschenbaum, A., & Mano-Negrin, R. (1999). Underlying labor market dimensions of “opportunities”: The 
case of employee turnover. Human Relations, 52, 1233–1255.

Lange, D., Lee, P. M., & Dai, Y. (2011). Organizational reputation: A review. Journal of Management, 37, 
153–184.

Lee, T. W., Mitchell, T. R., & Mitchell, R. (1994). Approach: The unfolding an alternative employee turno-
ver. The Academy of Management Review, 19, 51–89.

March, J. G. (1991). Exploration and exploitation in organizational learning. Organization Science, 2, 71–87.
March, J. G., & Simon, H. A. (1958). Organizations. Oxford, UK: Wiley.
Marsh, H. W., Hau, K.-T., Wen, Z., Nagengast, B., & Morin, A. (2013). Moderation. In T. D. Little (Ed.), 

The Oxford handbook of quantitative methods (pp. 361–386). New York, NY: Oxford University Press.
Mitchell, T. R., Holtom, B. C., Lee, T. W., Sablynski, C. J., & Erez, M. (2001). Why people stay: Using job 

embeddedness to predict voluntary turnover. Academy of Management Journal, 44, 1102–1121.
Molloy, J., & Barney, J. (2015). Who captures the value created with human capital? A market-based view. 

Academy of Management Perspectives, 29, 309–325.
Motowidlo, S. J. (1983). Predicting sales turnover from pay satisfaction and expectation. Journal of Applied 

Psychology, 68, 484–489.
Newman, D. A. (2014). Missing data: Five practical guidelines. Organizational Research Methods, 17, 372–411.
Park, N. K., & Mezias, J. M. (2005). Before and after the technology sector crash: The effect of environmental 

munificence on stock market response to alliances to e-commerce firms. Strategic Management Journal, 
26, 987–1007.



Makarius et al.	 1685

Park, T. Y., & Shaw, J. D. (2013). Turnover rates and organizational performance: A meta-analysis. Journal 
of Applied Psychology, 98, 268–309.

Petkova, A. P., Wadhwa, A., Yao, X., & Jain, S. (2014). Reputation and decision making under ambiguity: 
A study of U.S. venture capital firms’ investments in the emerging clean energy sector. Academy of 
Management Journal, 57, 422–448.

Podsakoff, P. M., MacKenzie, S. B., & Podsakoff, N. P. (2012). Sources of method bias in social science 
research and recommendations on how to control it. Annual Review of Psychology, 63, 539–569.

Preacher, K. J., Curran, P. J., & Bauer, D. J. (2006). Computational tools for probing interactions in multiple 
linear regression, multilevel modeling, and latent curve analysis. Journal of Educational and Behavioral 
Statistics, 31, 437–448.

Richard, O. C., Murthi, B. P., & Ismail, K. (2007). The impact of racial diversity on intermediate and long-term 
performance: The moderating role of environmental context. Strategic Management Journal, 28, 1213–1233.

Rider, C. I. (2012). How Employees’ Prior Affiliations Constrain Organizational Network Change: A study of 
U.S. venture capital and private equity. Administrative Science Quarterly, 57, 453–483.

Roberts, P. W., & Dowling, G. R. (2002). Corporate reputation and sustained superior financial performance. 
Strategic Management Journal, 23, 1077–1093.

Rogelberg, S. G., & Stanton, J. M. (2007). Introduction: Understanding and dealing with organizational sur-
vey nonresponse. Organizational Research Methods, 10, 195–209.

Sanders, W. M. G., & Boivie, S. (2004). Sorting things out: Valuation of new firms in uncertain markets. 
Strategic Management Journal, 25, 167–186.

Seidl, D., & Whittington, R. (2014). Enlarging the strategy-as-practice research agenda: Towards taller and 
flatter ontologies. Organization Studies, 8, 1–15.

Shaw, J. D. (2011). Turnover rates and organizational performance: Review, critique, and research agenda. 
Organizational Psychology Review, 1, 187–213.

Shaw, J. D., Delery, J. E., Jenkins, G. D., & Gupta, N. (1998). An organization-level analysis of voluntary and 
involuntary turnover. The Academy of Management Journal, 41, 511–525.

Shaw, J. D., Duffy, M. K., Johnson, J. L., & Lockhart, D. E. (2005). Turnover, social capital losses, and per-
formance. Academy of Management Journal, 48, 594–606.

Shaw, J. D., Gupta, N., & Delery, J. E. (2005). Alternative conceptualizations of the relationship between 
voluntary turnover and organizational performance. Academy of Management Journal, 48, 50–68.

Shenkar, O., & Yuchtman-Yaar, E. (1997). Reputation, image, prestige, and goodwill: An interdisciplinary 
approach to organizational standing. Human Relations, 50, 1361–1381.

Siemsen, E., Roth, A., & Oliveira, P. (2010). Common method bias in regression models with linear, quad-
ratic, and interaction effects. Organizational Research Methods, 13, 456–476.

Singh, J. V, Tucker, D. J., & House, R. J. (1986). Organizational legitimacy and the liability of newness. 
Science, 31, 171–193.

Smidts, A. L. E., Pruyn, A., & Van Riel, B. (2001). The impact of employee communication and perceived 
external prestige on organizational identification. Academy of Management Journal, 49, 1051–1063.

Sousa-Poza, A., & Henneberger, F. (2004). Analyzing job mobility with job turnover intentions: An interna-
tional comparative study. Journal of Economic Issues, XXXVIII, 113–137.

Spence, M. (1973). Job market signaling. The Quarterly Journal of Economics, 87, 355–374.
Spence, M. (2002). Signaling in retrospect and the informational structure of markets. The American Economic 

Review, 92, 434–459.
Statistics Finland. (2014). Retrieved February 11, 2016, from PX-Web Statfin/Finnish enterprises
Statistics Finland. (2016). Retrieved February 11, 2016, from PX-Web Statfin/Labour market
Steel, R. P. (2004). Job markets and turnover decisions. In R. W. Griffeth & P. W. Hom (Eds.), Innovative 

theory and empirical research on employee turnover (pp. 73–82). Greenwich, CT: Information Age 
Publishing.

Stevens, C. E., & Makarius, E. E. (2015). Overcoming information asymmetry in foreign entry strategy: The 
impact of reputation. Global Strategy Journal, 5, 256–272.

Stevens, C. E., Makarius, E. E., & Mukherjee, D. (2015). It takes two to tango: Signaling behavioral intent 
in service multinationals’ foreign entry strategies. Journal of International Management, 21, 235–248.



1686	 Organization Studies 38(12) 

Stinchcombe, A. L. (1965). Social structure and organizations. Economics Meets Sociology in Strategic 
Management, 48, 229–259.

Stuart, T. E., Hoang, H., Hybels, R. C., Stuart, T. E., & Hybels, R. C. (1999). Interorganizational endorse-
ments and the performance of entrepreneurial ventures. Administrative Science Quarterly, 44, 315–349.

Tajfel, H., & Turner, J. (1979). An integrative theory of intergroup conflict. In S. Austin & W. G. Worchel 
(Ed.), The social psychology of intergroup relations (pp. 33–47). Monterey, CA: Brooks-Cole.

Trevor, C. O. (2001). Interactions among actual ease-of-movement determinants and job satisfaction in the 
prediction of voluntary turnover. Academy of Management Journal, 44, 621–638.

Tsoukas, H., & Dooley, K. J. (2011). Toward the ecological style: Embracing complexity in organizational 
research. Organization Studies, 32, 729–735.

Tsoukas, H., Garud, R., & Hardy, C. (2003). Continuity and change for organization studies. Organization 
Studies, 24, 1003–1014.

Turban, D. B., & Cable, D. M. (2003). Firm reputation and applicant pool characteristics. Journal of 
Organizational Behavior, 24, 733–751.

Wang, L. L., Watts, A. S., Anderson, R. a., & Little, T. D. (2013). Common fallacies in quantitative research 
methodology. In T. D Little. (Ed.), The Oxford handbook of quantitative methods in psychology: Vol. 2: 
Statistical Analysis. New York, NY: Oxford University Press.

Weick, K. E. (1969). The social psychology of organizing. Reading, MA: Addison-Wesley.
Williams, L. J., Hartman, N., & Cavazotte, F. (2010). Method variance and marker variables: A review and 

comprehensive CFA marker technique. Organizational Research Methods, 13, 477–514.
Younkin, P. (2016). Complicating abandonment: How a multi-stage theory of abandonment clarifies the evo-

lution of an adopted practice. Organization Studies, 37, 1017–1053.
Zenger, T. R. (1992). Why do employers only reward extreme performance ? Examining the relationships 

among performance, pay, and turnover. Administrative Science Quarterly, 37, 198–219.
Zorn, T. E., Roper, J., & Richardson, M. (2014). Positive employment practices or reputational capital? 

Tensions inherent in third-party legitimation processes. Management Communication Quarterly, 28, 
347–374.

Zuckerman, E. W., Kim, T., Ukanwa, K., & von Rittmann, J. (2003). Robust identities or nonentities? 
Typecasting in the feature-film labor market. American Journal of Sociology, 108, 1018–1073.

Author biographies

Erin E. Makarius is an assistant professor of Human Resources in the Management Department at The 
University of Akron. She received her PhD from the Fisher College of Business at The Ohio State University. 
Her research interests are in the area of boundary spanning, including organizational boundaries, work–life 
boundaries, and international boundaries.

Charles E. Stevens is an assistant professor of Strategy in the Management Department at Lehigh University, and 
received his PhD in International Business at the Fisher College of Business, The Ohio State University. His 
research interests are in the areas of global strategy, foreign entry strategy, national culture, and political risk.

Aino Tenhiälä (nee Salimäki) is an assistant professor of Organizational Behavior and Human Resources at 
IE Business School. She holds a PhD in Work Psychology from Aalto University. Her research interests 
include employee motivation and compensation.


