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Both the investments of a company that
are oriented toward actual operational

changes and those oriented toward creat-
ing positive public images ultimately can
contribute to the company's reputation
for being green, or, in other words, having
good perceived environmental perfor-
mance.

The most intuitively obvious effects of
having a positive green reputation are
such benefits as overall company and pro-
duct branding, improvement in market
share, and stakeholder relations and ac-
cess to capital. Less obvious are effects
upon internal company functioning and
employees.

A recent study found a causal connec-
tion between a company's reputation for
being green and employee satisfaction (1).
This article will discuss the major find-
ings of this study and implications for the
benefit of a mixed audience of academics,
policy makers, and managers.

Green reputation and 
employee satisfaction

The authors tested if a company's
green reputation leads to higher employ-
ee satisfaction. The authors also tested
whether, in the same sample of compa-
nies, better financial performance leads
to higher levels of employee satisfaction. 

This article uses the terms „perceived
environmental performance“ and „green
reputation“ to mean the reputation of a
company for functioning in a way that re-
sults in comparatively less negative envi-

ronmental impacts, or, in other words,
better environmental performance. It is
important to note that actual environmen-
tal performance of firms was not studied,
but rather the perception of it. 

Data on 113 companies was used for
the study. These 113 companies belong to
the Standard and Poor's 250 and therefore
are all large and represent numerous in-
dustries. These companies were chosen
because they annually report on their cor-
porate responsibility efforts. The authors
used this criterion because reporting on
their responsibility efforts shows that the-
se companies expend some effort in man-
aging their reputations. Data regarding
their reputation for environmental perfor-
mance was obtained through a company
reputation ranking service, Vanno. Van-
no was also the source of data on relative
employee satisfaction. Financial perfor-
mance data was collected from the com-
panies' public reports.

A regression analysis demonstrated,
with 99.9 percent confidence, that there
is a significant positive relationship betw-
een having a good reputation with regard
to environmental performance and em-
ployee satisfaction. In contrast, no signi-
ficant relationship between company 
financial performance and employee sa-
tisfaction was found.

Employee satisfaction 
and financial performance

To the best knowledge of the authors,
the research described above was the first

to establish a positive relationship betw-
een good perceived environmental perfor-
mance and employee satisfaction, so this
is perhaps the key contribution to scho-
larship of sustainability and manage-
ment. 

This finding is consistent with data
concerning the motivations of companies
for reporting on environmental perfor-
mance. Both a 2005 and 2008 survey by
KPMG found that „winning the war for
talent“, or improving the recruitment, re-
tention, and motivation of employees, was
a top driver of corporate reporting on ef-
forts to be more responsible with regard
to effects on societies, economies, and the
environment.

The finding that employee satisfaction
does not correlate in any way with their
companies' financial performance is not
surprising, inasmuch as firms often per-
form better financially when they lay-off
or otherwise reduce remuneration and
benefits to employees.

Managing a company's 
reputation

The implication of the study's key find-
ing is that managing a company's repu-
tation for good environmental perfor-
mance is relevant to its management of
human resources. Employers may find it
easier to attract and retain and motivate
future and current employees if the com-
pany is known for being green. Publicity
of the company's efforts to become more
environmentally sustainable – and its
progress toward reducing its environmen-
tal footprint – should perhaps be a part of
its human resources management strate-
gy. While such communication can take
many forms, the authors speculate that
any such effort is a step in the right direc-
tion. The authors suggest, however, that
using a respected standard for sustaina-
bility reporting, such as one of those of
the Global Reporting Initiative, provides
the best guidance for communicating 
about environmental performance in a
way that is credible, clear, comparable,
and comprehensive. 

Since the completion of the study, the
authors have been asked several clarifica-
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tion questions. The answers to these com-
mon questions actually may help in un-
derstanding the applicability and limita-
tions and implications of the key finding.
❚ First, the authors are not proclaiming

that profitability or other measures of
financial performance do not matter.
Neither are the authors declaring a
moral judgment. The authors' sugges-
tion, based on this study, is simply that
communicating about an organiza-
tion's environmental performance
and its efforts to become more envi-
ronmentally benign can yield benefits
related to human resources.

❚ Second, it may bear repeating that
actual environmental performance is
not necessarily the key factor in creat-
ing happier employees, even though
this may be proven to be true by ano-
ther study. Neither is disciplined
reporting on environmental perfor-
mance necessarily the key driver of
employee attitudes or perception,
though this may also be proven to be
true by another study. This study only
investigated the power of having a re-
putation for good environmental per-
formance to affect employee satisfac-
tion. The key finding does suggest that
efforts to manage environmental rep-
utation have the effect of boosting em-
ployee happiness. The study does not
provide a basis for speculation about
other effects of managing environ-
mental reputation.

❚ A third set of questions is related to
the applicability of recommendations
based on the key finding in other con-
texts. While the sample contained only
large companies, the relationship
between having a green reputation
and having satisfied employees may
also exist among medium and small
companies. While the sample contai-
ned only companies that publish some
information about their environmen-
tal, societal, and economic performan-
ce, the relationship may also exist
among companies that fail to make
any such efforts. Also, while the sam-
ple only contained for-profit entities,
the key finding and its implications
may be applicable in the context of

charities, other non-profit organiza-
tions, international organizations, and
government entities.

Conclusion

The amount of interest in the results
of the study has been very encouraging.
It is noteworthy that this research has
been cited in news stories around the
world. This is indicative of the increasing-
ly intense and global sense of urgency
that humanity must continue to evolve
our institutions. The authors hope that
their research continues to be a founda-
tion for further dialogue, research, and ac-
tion in the field of business and policy
studies and the actual management of or-
ganizations.
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