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Abstract

:

In this study, we examined the effects of layoffs and wars for talent on firms’ performance. The simultaneous use of layoffs and “war-for-talent” practices has become part of the management strategy for adjusting workforce competencies. We suggest that war-for-talent practices decrease organizational performance when laying people off at the same time. Moreover, we argue that investment in employees’ skill development during the same period as layoffs and a war for talent can enhance organizational sustainability in increasing employee commitment, trust and organizational flexibility. Using a longitudinal survey conducted at over 653 Korean firms by a government-sponsored research institution, the results show that war-for-talent practices do not have a significant impact on firms’ performance. Moreover, our findings indicate a negative relationship between war-for-talent practices and financial performance when conducting layoffs and, as expected, a positive effect of the interaction between a war for talent and layoffs on turnover. Lastly, the results indicate a negative effect on organizational performance in firms pursuing a war for talent is mitigated when investments in employee development are continued during periods of layoffs.






Keywords:


war for talent; layoffs; employee development; human resources; firm performance












1. Introduction


The recent business environment of rapid change and innovation has put renewed questions about how managing human resources (HRM) can contribute to organizational effectiveness and sustainability. The strategic HRM literature in building on resource-based views (RBV) has long argued that one of the key elements for organizational sustainability is the acquisition and retention of human resources that are valuable, unique, and difficult to imitate [1,2,3]. Against this backdrop, it is no wonder that many firms increase their efforts to obtain this talent and these “wars for talent” continue to heat up. Talent is largely defined as individuals who have the knowledge, skills, and values required for today and tomorrow, work hard, give their discretionary energy to a firm’s success and make a real contribution via their work [4]. The notion of a war for talent is referred to as a firm’s initiatives to attract such individuals from the external labor market and retain them [5]. Proponents of the concept maintain that new hires from outside with high levels of ability and histories of high achievement tend to generate profits that outweigh the costs of searching them out and hiring them. Therefore, hiring talent can enhance organizational capabilities and sustainability by generating innovation and playing complementary roles in expanding the current capabilities of an organization [6,7].



Despite the popularity of a war for talent as a strategic initiative to gain competitive advantage, empirical research on the impact of this practice on performance is largely absent or characterized at best by mixed results [7,8,9,10]. Thus, one objective of this study is to empirically examine the economic effect of war-for-talent HR practices on organizational effectiveness by studying Korean firms. Another key issue in this study is the use of layoffs within organizations pursuing a war for talent. Evidence shows that, since the global financial crisis in 2008, many firms put a greater emphasis on a war for talent during periods of corporate restructuring [11]. Layoffs, the elimination of jobs in an organization, is used as a management tool not only for cost-cutting, but also for enhancing flexibility through removing employees whose skills no longer fit organizational goals or strategies [12]. In this vein, it appears that layoffs are consistent with the notion of a war for talent in that both can help adjust workforce competencies. However, to some degree, using both practices simultaneously to hire employees while laying others off often sends incongruent messages to employees. Therefore, we argue that these two sets of HR practices, when they are used at the same time, may harm organizational performance from the perspective of the remaining employees and suggest that consequently the simultaneous use of this combination may threaten firms’ competitive advantage.



Our final objective is to explore how firms could possibly use layoffs along with war-for-talent practices, when needed, without engendering negative effects on organizational performance. The empirical inconsistency of the effectiveness of a war for talent may indicate that firms differ widely in their ability to deal with the negative impact of a such a war for talent on organizational effectiveness [7,13]. Put differently, some organizations may be better able to suppress the destructive impact of layoffs while pursuing a war for talent. However, little research has directly considered how to reduce the negative effects engendered by these combined practices. We drew on views of human capital and internal corporate social responsibility (CSR) to address this issue. We argue that investments in employee development can mitigate the negative impact of layoffs on the relationship between war-for-talent practices and organizational performance. From the CSR perspective, we expect that continuous investment in employee development through internal CSR initiatives will enable firms to better manage employees’ distress during times of layoffs and wars for talent. Specifically, retained employees who receive ongoing investment in their development may come to view constructively the firm’s goals in its war for talent and layoffs in return for receiving reciprocal investments from the firm [14]. Put another way, if firms continue to invest in employee development during periods of layoffs, war-for-talent practices may not be incongruent with layoffs. We argue that delivering enhanced support and skill development to the remaining employees will mitigate the negative effect of perceived contract breaches caused by both practices.



Using a longitudinal survey conducted on over 653 Korean firms by a government-sponsored research institution, we measured both war-for-talent practices and layoffs at three points in time to test a prediction that investments in employee development attenuates the negative effects of layoffs in firms implementing war-for-talent practices.




2. Literature Review and Hypotheses


2.1. War for Talent and Organizational Performance


The rationale behind a war for talent implicitly assumes the existence of multiple HRM systems within a single organization. The idea is that firms are better able to manage a diverse workforce by using multiple HRM systems to differentiate the value of human capital than they are by relying on a single HRM system. Proponents of multiple HR systems within a firm have pointed that a one-size-fits-all approach is unrealistic and that differentiated HRM systems can help with the attraction and retention of talent, leading to improved performance [3,15]. Conversely, some researchers in favor of a single HRM system within a firm [16,17] have contended that differentiated HRM systems diminish organizational effectiveness because such differentiation may discourage cooperation among employees and demotivate those who do not belong to the talented group [18,19].



There are several reasons for organizations to strive to acquire an outstanding workforce from outside the organization. First, these firms promptly acquire valuable knowledge and skills they cannot develop internally. This is particularly pronounced when a firm seeks innovation and change [20]. Second, when firms hire outside talent to improve the performance of existing competencies, such hires may boost exploitation of a firm’s current knowledge and capabilities, leading to a greater performance [8]. New hires with high levels of ability and histories of high achievement tend to generate profits that outweigh the costs of searching them out and hiring them. As Williamson [21] noted, it is unlikely that knowledge workers suffer productivity losses or declines in performance when they move to another company. Thus, knowledge and skills gained from hired talents will play a complementary role in expanding and exploiting current capabilities, and such complementarity may then lead to higher productivity and sustainability [22]. Moreover, allowing star performers to rotate in and out of team is beneficial because this expands the star’s network and promotes knowledge transfer to employees [7]. In sum, these arguments suggest that hiring talent can enhance organizational capabilities and sustainability.



On the other hand, a war for talent can hurt organizational performance, and its negative impact on organizational effectiveness will be particularly detrimental in collectivistic cultural contexts such as in Korea. First, a war for talent emphasizes the individual rather than the team, implying that a firm’s performance is simply the sum of the contribution of individual employees [23]. Scholars have argued that individual-oriented work practices such as merit pay do not always lead to a higher performance because they generate excessive internal competition [9], create perceptions of unfairness and demotivate nontalent employees [24,25], hamper cooperation [18] and discourage the sharing of knowledge inside firms [9].



Second, the glorification of outsiders by a war for talent will bring about a tendency to derogate the firm-specific knowledge and skills accumulated over time that employees will perceive negatively and hamper their continuing to contribute to the firm’s base of institutional knowledge [9]. The preferential treatment that hired talent may receive, including relatively higher positions compared with comparable current employees with similar job experience, higher compensation, and additional organizational support and benefits, will be salient to other employees [26]. Moreover, equity theory predicts that comparisons with newly hired talent may negatively affect current employees’ perceptions of fairness [10,27,28]. Such a comparative process exacerbates such a presumed negative response because of uncertainty that outsiders’ performance will meet expectations in their first two to three years with a firm. Studies have found that it takes two or three years for newcomers to contribute to a firm’s performance [29,30], including developing new skills specific to a company [29,30,31] and its internal network [8,32]. Moreover, hired talents’ knowledge, skills, and capabilities will not be easily leveraged and used in the new organization [29,33]. Some studies have found that not all such talent hires have the social and managerial skills needed to manage employees and leverage their own human capital [9,29]. Thus, the benefits of a war for talent may not outweigh the costs associated with its acquisition. Several studies are summarized in Table 1.



The negative impact of a war for talent on performance will be particularly pronounced in collectivistic cultural context. This is consistent with the argument by Krishnan and Scullion [13] in that formal and exclusive approaches to talent management do not fit with the more egalitarian culture of teamwork and undermine the morale of those employees who are not identified as especially talented. Traditional HRM practices in Korea are rooted in organizational identity and a collective sense of “organization man” rather than in an emphasis on the individual. The practices associated with a war for talent can discourage senior managers who have been devoted to their company since they were in entry-level positions and who have continued to develop firm-specific tacit knowledge. Therefore, this leads to Hypothesis 1.



Hypothesis 1 (H1).

The use of war-for-talent practices is negatively associated with organizational performance.






2.2. Wars for Talent, Layoffs, and Organizational Effectiveness


Layoffs are used pervasively to enhance efficiency in contemporary organizations [34]. The main purposes of layoffs are to lower labor costs, maximize efficiency, and increase profitability [12,34]. Despite their supposed benefits, the empirical results of layoffs on organizational performance are mixed at best [12,34,35]. Some studies show that layoffs can have negative effects on the remaining employees, such as perceived violation of a psychological contract [36,37], decreased commitment, lowered productivity [38,39], lessened job involvement [40], job insecurity [41], increased stress and symptoms of burnout [42], and voluntary turnover [43].



It is noteworthy that the simultaneous use of a war for talent and layoffs became a management fashion after the global financial crisis in 2008 [44]. We argue that layoffs can be more detrimental to an organization focusing on a war for talent for the following reasons. First, organizations that implement both a war for talent and layoffs together can send inconsistent messages to “survivor employees”, thereby damaging organizational trust and commitment from these employees. A war for talent implies a workforce expansion through the hiring of outsiders while layoffs emphasize workforce reduction by terminating some employees. Such an incongruence sent by HRM practices, called “double-blind communication”, negatively affects employees’ trust in, and commitment to, an organization’s management [45]. Studies have found that survivors’ reactions are influenced by a sense of organizational justice [43,46]. Survivors who were highly committed to the organization before layoffs feel they were treated unfairly compared with employees with lesser trust or commitment to their firm [39].



In addition, the simultaneous use of layoffs and war-for-talent practices can hurt knowledge creation and sharing [47,48]. As noted above, the use of these practices when employees are laid off may imply that accumulating firm-specific knowledge is not worth pursuing. Further, employees may perceive hired talent as rivals who stole their positions and limited their opportunities for promotion. Casciaro and Lobo [49] found another negative effect in that hired talent reduces employees’ reliance on task competence as a criterion for their choice in work partners. Thus, hired talent’s knowledge, ideas, and skills cannot be easily transferred and leveraged with incumbent employees in these organizations.



Moreover, these practices may lead survivors to withdraw from the organization. Employees suffering from “survivors’ syndrome” because of the layoff process show symptoms such as anger, stress, and insecurity, and consequently tend to lower their effort, commitment, involvement in their job, and lessen their intention to stay in the organization [50]. Additionally, the possibility of losing colleagues will lead to a loss in co-worker complementarity. Hayes et al. [51] found that the departure of one pair of employees would increase the probability of others leaving as well. Employees will be dejected when a coworker or boss departs who spent a lot of time working with them and investing in firm-specific skills. Hayes et al. [51] also suggested that the departure of a long-tenured manager would have a significant impact on the likelihood that another manager of long tenure would leave and that managerial turnover is significantly higher when an incoming manager has shorter tenure with the firm than those he or she will supervise. Therefore, it is expected that a simultaneous implementation of these practices will lead to an increase in the turnover of long-tenured managers who have substantial firm-specific knowledge and skills.



In Korean firms, the simultaneous implementation of both war-for-talent and layoff practices may be particularly detrimental to organizational effectiveness. In countries emphasizing collectivism, group harmony and job security are regarded as critical factors to achieving organizational goals and sustainability [52]. It is no wonder that layoffs and an influx of external talent can break the implicit contract of job security and group harmony [53]. Therefore, we propose the following hypotheses.



Hypothesis 2a (H2a).

The negative relationship between the use of a war for talent and organizational performance is stronger during layoffs.





Hypothesis 2b (H2b).

The positive relationship between the use of a war for talent and voluntary turnover is stronger during layoffs.






2.3. Wars for Talent and Investments in Employee Development in Firms Conducting Layoffs


Although the simultaneous implementation of both a war for talent and layoffs has potentially negative impacts on employee productivity and employee retention in an organization, it is nevertheless necessary that their HRMs respond to a changing business environment [54]. As Barney [55] notes, “Although a firm’s resources and capabilities have added value in the past, changes in customer tastes, industry structure, or technology can render them less valuable in the future” (p. 51). Sometimes firms need not only the flexibility to quickly acquire the skills suited to changing customers’ tastes but also equal flexibility and agility to shed those skills no longer needed in the market. When firms are faced with such situations, it is worth asking how they, while pursuing talent at the same time they are shedding employees, can retain their firm-specific human capital and enhance organizational flexibility without provoking losses in productivity and incurring increased turnover.



We argue that uninterrupted investment in employee development during the period of implementing both practices can mitigate their negative impact on a firm’s performance. Such continued investment may improve not only firm-specific skills but also carry extensive benefits for the general skills and knowledge needed for employees’ overall career development. Workers themselves bear the expense of the development of generic skills, but firms incur the expenses of investment in firm-specific training [3]. The evidence shows that enhancement in employability through a firm’s investment in employees’ general skills does not increase turnover but instead positively affects a firm’s performance and employee retention [56,57,58]. Additionally, Zatzick and Iverson [12] indicated that individuals who view themselves as marketable may perceive layoffs as less threatening. Therefore, we posit that a firm’s investment to improve both firm-specific skills and general skills can attenuate the negative effects of the simultaneous implementation of a war for talent and layoffs on a firm’s performance.



Similarly, human capital theory holds that when combined with a war for talent, investment in employee development during layoffs will lead to an increase in both the numerical and functional flexibility of an organization. An organization will achieve numerical flexibility [59] through adjustment of its number of employees by hiring and termination based on its needs. In addition, functional flexibility, which is related to employees’ ability to accomplish many diverse tasks [54,60], will be increased through constant training and educational opportunities and the knowledge and skills the hired talent brings into the organization. Studies show that a high level of functional flexibility leads to higher organizational sustainability [15,61,62]. Even during layoffs, current employees would perceive positively the opportunities to develop their careers through the extensive training and development practices available to them and the opportunity to acquire new skills from the newly hired top performers. The result would be to improve organizational competitiveness and help employees manage their expanded roles more effectively. In sum, these practices result in enhancing employees’ perceived control and, as a further result, cause growth in productivity [34].



Moreover, from the CSR perspective, investment in employees’ development enhances their trust and commitment to organizations that pursue war-for-talent and layoff practices. Previous studies on CSR show that development of employees’ skills through training and further education is a service provision by a firm and that employee development is an essential part of internal CSR [63,64]. Internal CSR focuses on what can be done inside in the organization to improve the well-being of employees, their lives, and productivity while external CSR is referred to as actions directed outside the boundaries of the organization such as customers, business partners, and local communities [63]. The internal CSR perspective posits that social exchange between employees (internal stakeholders) and organization is based on the reciprocity that one feels obligated to do good for the other party. The goodwill obtained from an organization is acquired through various experiences such as investments in employee development and perceptions within the organization [65]. For example, employees who perceive the businesses they work for as moral, seek to do what is desirable for their organizations. In this vein, internal CSR reduces some uncertainty involved in the employment relationship and serves as a proxy for trust and mutual support, thereby fulfilling employees’ needs for control [66,67].



Empirical evidence suggests that internal CSR is positively related to affective and normative organizational commitment and to the level of employee trust, further suggesting that high CSR initiatives are able to “manage the pain” better in times of organizational turmoil like layoffs [65,66]. When layoff decisions are announced, employees’ initial levels of trust may erode. Then, survivors who initially distrusted top management will change their perception when the organization constantly puts substantial effort into developing employees’ work and personal competencies. Even during layoffs, the employees’ belief that top management cares for them may lead to a less threatening appraisal and resultant constructive responses [46]. Therefore, employees may become “active advocates” and may change their perception so that they see both the layoffs and the hiring of high performers from outside the firm as “necessary actions” to enhance organizational effectiveness, thereby siding with top management. The perceived legitimacy of an organization’s accounting for layoffs and a war for talent has been related positively to survivors’ perception of procedural justice [67,68]. Thus, employees are not afraid to take risks or to develop novel ways to improve a situation [46,69]. Ultimately, they seek to achieve the goals of the war for talent and layoffs with constructive attitudes in return for receiving reciprocal investment from the firm [70]. Overall, trust in top management caused by continuous investment in employee development will facilitate more organizational attachment, which in turn may lead to lower voluntary turnover after layoffs [37,58,71]. Relatedly, development of employees’ skills can mitigate the negative effect on organizational performance that occurs when organizations rely on both layoffs and war-for-talent practices. An organizational climate of trust and cooperation is widely considered critical to increasing both social interaction and the likelihood of exchanges of information among employees [48,72]. Thus, high levels of trust and cooperation also increase employees’ tendencies to offer help and to promote the exchange of valuable ideas among core knowledge workers. Consequently, these qualities of trust and cooperation can lead to innovation, firm growth, and sustainability [48]. Casciaro and Lobo [49] found that favorable feelings toward someone increase a person’s reliance on competency, thus facilitating access to organizational resources related to the task. Thus, employees are willing not only to acquire new skills and novel information from hired talent to respond flexibly to a fast-paced business environment, but they also are willing to transfer their tacit knowledge to work together effectively.



Overall, the interaction of the three practices—a war for talent, layoffs, and continuous investment in employee development—is expected to yield results in which employees’ skill development will mitigate the negative effects predicted in Hypothesis 2 and then help increase employee productivity and retention. Therefore, we propose a three-way interaction hypothesis as follows:



Hypothesis 3a (H3a).

Interaction of a war for talent, layoffs, and continuous investment in employee development is positively associated with organizational performance.





Hypothesis 3b (H3b).

Interaction of a war for talent, layoffs, and continuous investment in employee development is negatively associated with voluntary turnover.







3. Methods


3.1. Sample and Procedures


To test the hypotheses in this study, we used the Human Capital Corporate Panel (HCCP) Surveys of 2005, 2007, and 2009, all of which were conducted by the government-sponsored Korean Research Institute for Vocational Education and Training (KRIVET), and KISLINE data from the Korea Information Services (KIS) from 2004 to 2010. It is noteworthy that layoffs and war-for-talent practices were most frequent in the years from 2004 to 2010 [73,74,75]. Therefore, we constructed this sample because it was longitudinal and contained information on a variety of practices related to the war-for-talent and education practices for employees, details of the number of layoffs and voluntary turnover, and financial information.



The survey respondents were business strategy managers and HRM managers, each of whom responded to the items related to his or her specialization. KRIVET conducted face-to-face interviews and collected the information. Over 450 Korean companies participated in this survey for each of the relevant years. Participation in the survey was restricted to companies with 100 or more employees. However, to generalize the results of the study across all industries, firm sizes, and types (i.e., KOSDAQ, listed corporations), we did not limit the other organizational characteristics to this research. We used these three years (i.e., 2004, 2006, and 2008) of data to acquire HR-related information but used all publicly available data from 2004 to 2010 to obtain financial information. Four hundred ten companies included in the 2005 survey also participated in 2007, and 358 of the companies that participated in 2007 also responded to the survey in 2009. Therefore, our usable sample was 358 companies that completed the survey.




3.2. Measures


3.2.1. War-for-Talent Practices


Companies that pay attention to the war for talent use diverse attraction and retention tools. Our measure of the extent of execution of the war for talent had two dimensions: (1) recruitment tools to attract talent; and (2) retention tactics to retain them. We measured the extent of the two-dimensional war for talent according to the items noted below. All the war-for-talent items were dummy coded as 1 if a company practiced them and as 0 if it did not. We then calculated the number of yes (1) responses. Included were items related to recruitment tools and diverse recruitment channels.



	
Recruitment Tools. Competitive compensation packages are a major way firms undertake to attract and retain superior talents [76,77,78]. Such packages are essential because high-performers are likely to reject any job offer lacking a competitive compensation package and also are likely to leave companies where they feel underpaid [79]. In this study, we used two items to measure monetary reward tactics representing competitive compensation packages: “Providing signing bonuses for top talent when hiring them” and secondly, “Providing talent with higher salaries than current employees who have similar job experience.” Signing bonuses, which are one recruitment tactic, are well-known as an attraction tool commonly used to hire promising applicants from the external labor market [78] and to gain acceptance of job offers [80].



	
Diverse Recruitment Channels. According to the RBV, the core resources that enable firms to create sustainable competitive advantages are rare and valuable [2]. Thus, the firms that strive to win the war for talent in a tight labor market use a variety of recruitment tools to attract the best people. To measure those practices, we used six items that asked the respondents if practices, such as overseas recruitment, organizing units to recruit talent exclusively, establishing databases of the top talent in their industry, utilization of search firms, and other recruitment tools, were being implemented in their organizations. Since there are many difficulties in local markets in recruiting a sufficient number of top talents who meet ongoing business needs, many firms rely heavily on overseas recruitment [77]. Overseas recruitment can be implemented through creating an extensive network of contacts at local and international recruitment agencies, including the use of headhunters or the efforts of a specialized recruiting team charged with hiring the best people possible [77]. Moreover, firms establish databases of the top performers in an industry and regularly update it to include newcomers and track changes in status among old entrants.



	
Retention tactics. The extent of a firm’s intensity of talent retention was measured by whether retention practices—including support from top management and the existence of an HR manager(s) who is (are) exclusively charged with retaining talented people—were being implemented. One common retention strategy is related to the work environment, specifically, encouragement from top management, which is one of the most effective and popular strategies in retaining talented employees [76].







3.2.2. Layoffs


Respondents reported the number of employees laid off during a year. This survey clearly distinguished layoffs from voluntary turnover and other types of turnover, such as resignations, retirements, and firings for cause. Layoffs are planned and implemented to achieve an organizational strategic aim and designed to enhance organizational performance and responsiveness to environmental change [12,35].



Consequently, we also counted as layoffs “honorable” retirement as well as forced transfers to jobs in a subsidiary, involuntary turnover caused by spin-offs, and dismissal for managerial reasons. In a Korean context, honorable retirement has been regarded as an involuntary tool for employment adjustment unlike an early retirement in the U.S. context [35]. Although an early retirement may be classified as voluntary turnover and often as an alternative to layoffs [81], Korean organizations use honorable retirement for downsizing.



We calculated the layoff rate over a two-year period as the current year layoffs plus those of the previous year divided by the number of total employees in the year that was surveyed plus the number of layoffs for two years. Note that the number of production employees of a manufacturer was excluded from the numbers above because the HR practices applicable to them (production workers) differed from those for other employees.




3.2.3. Investments in Employee Development


We measured the extent of investment in employee development by the number of practices and policies in place to build employees’ knowledge and skills. Our measurement items consisted of extensive training and education policies and programs, including two dimensions of HRD: training focused on firm-specific skills (e.g., succession plan and Career Development Plan) and practices for developing employees’ general skills (e.g., providing tuition fees for local/overseas graduate schools) [82]. The extent to which a firm invested in employee development was measured by calculating the number of practices formally provided for employee development. The items used to measure the variable comprised 18 practices, including the following items: (a) e-learning programs; (b) leave for training and development; and (c) providing time to get certificates at work, and so on. All the “investments in employee development” items were dummy coded as a dummy variable 1 if a company implemented the practice (Yes) and as 0 if it did not (No). Then, we calculated the number of yes (1) responses.




3.2.4. Dependent Variables


We used two organizational performance indicators as dependent variables. First, we measured improvement in employee productivity as the difference between productivity (t + 1) and productivity (t) [83,84]. Productivity improvement has been used in various research in the HRM area as a proxy of firm performance [84,85]. We used net income per employee to measure employee productivity. It is noteworthy that revenue per employee to measure productivity is inappropriate to use to account for productivity changes resulting from layoffs because such job cuts falsely increase sales per employee [86,87]. In addition, it would often cost too much to implement practices to attract and retain superior talent. Therefore, it is important to use a measure of employee productivity that captures both the revenue generated by employees and the costs associated with management of the war for talent.



Secondly, we measured improvement in ROA as an indicator of operational performance [35,57]. The measure of ROA was the different between ROA (t + 1) and ROA (t). ROA was measured as the ratio of net income to total assets. Lastly, turnover rate was measured by the number of the voluntary turnover divided by the number of total employees in a given year




3.2.5. Control Variables


We used the following control variables in our analysis. First, we included variables related to organizational characteristics; these were organizational size, age, industry, union, type of business strategy, changes in several factors of businesses and markets such as difficulties in the forecast of demand, and changes in technologies, market share of main products, organizational structures, and development and introduction of new products [88].



Several empirical studies have highlighted important roles for products and markets in downsizing and recruitment decisions [89]. In addition, technology, products, and market characteristics are highly related to layoff decisions. Thus, we controlled variables, such as main products, technologies, and organizational structure and changes in markets, including market share and demand [54]. We also included the extent of firms’ outplacement assistance programs for laid-off workers. We measured the firms’ efforts to help outplacement by the number of practices used for these employees, including training programs and financial assistance to look for new jobs or to start new businesses [46].





3.3. Results


Table 2 presents the descriptive statistics and correlations for variables in the study.



Table 3 and Table 4 present the results of the hierarchical regression analyses. Table 3 shows the results of the effect of the independent variables on changes in productivity (net income per employee) and ROA. We present our results as a hierarchical regression to better depict the variances explained by the different sets of predictor variables. In Step 1 of Table 3, which contains only the control variables, the coefficient for organization size is statistically significant and positive. In Step 2, all the independent variables were added to test Hypothesis 1. However, unlike our expectation, the variances explained from the war for talent are not statistically significant, neither positively nor negatively. The layoff rate is significantly negatively associated with productivity (β = −0.29, p < 0.001) and ROA (β = −0.32, p < 0.001). Coefficients for investment in employee development are significantly positive (productivity: β = 0.12, p < 0.05; ROA: β = 0.10, p < 0.05). Thus, we do not have any evidence that war for talent has an effect on organizational performance.



Hypothesis 2a suggests a negative interaction between wars for talent and layoffs for firms’ performance. As shown in Step 3 of Table 3, the interaction effect of wars for talent and layoffs is statistically significant and negative (productivity: β = −0.38, p < 0.001; ROA: β = −0.48, p < 0.001), indicating the negative effect of war for talent on organization performance during layoffs. Moreover, the results of the regression analyses depicted in Step 3 of Table 4 also provide information related to Hypothesis 2b, which proposes a positive effect on turnover from the two-way interaction of a war for talent and layoffs. As shown in Table 4, the interaction effect is statistically significant and positive (β = 0.49, p < 0.001). Therefore, we can interpret these results as showing that the simultaneous use of war-for-talent and layoff practices negatively affects organizational effectiveness. Therefore, Hypotheses 2a and 2b are supported.



To test Hypothesis 3a, which proposes a positive effect of the three-way interaction among a war for talent, layoffs, and investment in employee development on firm performance, requires entering all the two-way interactions along with the three-way interaction to identify the true interaction effect and interpret it (Aiken and West, 1991). The findings presented in Step 4, Table 3 and Table 4, show that the three-way interaction among three independent variables is positive and significant when regressed on productivity (β = 1.09, p < 0.001,) and ROA (β = 1.37, p < 0.001), and negative and significant when regressed on turnover (β = −0.84, p < 0.001) as predicted by Hypothesis 3b. Interestingly, as shown in Table 3, all the two-way interaction effects on financial performance (productivity and ROA) are negative, and the two-way interaction between investment in employee development and layoffs is not significant. These results indicate investment in employee development can attenuate the negative effect of layoffs on the relationship between war-for-talent practices and organizational performance. In addition, the results support that a firm’s initiatives to invest in employee development can also reduce turnover when a war for talent and layoffs occur together as predicted by Hypothesis 3b. In the next section, the interpretation of these findings is explained in detail.





4. Discussion and Conclusions


Our first purpose in this study was to examine the impact of war-for-talent practices on organizational performance. Hypothesis 1 predicted the negative effect of war-for-talent practices on organizational performance. Based upon a survey of 358 publicly traded Korean firms and on archival financial data for six years, we did not find strong evidence of a significant impact of a war for talent on the improvement of employee productivity and efficiency. We argue that attracting and retaining certain types of human capital such as “star employees” or “top performers” could be costly. However, the absence of an effect suggests that early investment in such human capital in the Korean economy may not, on average, produce substantial short-term benefits to offset the investment costs. Our results specifically in a Korean context are consistent with U.S.-based prior research showing mixed effects of talent management on performance [7,13]. These results call for further investigation of the process by which wars for talent influence organizational performance by identifying the context or contingency variables in determining the strength of such relationship.



The simultaneous use of layoffs and war-for-talent practices has become part of a management strategy for firms to remain flexible and able to quickly adjust workforce competencies to their changing environments [3]. Hypothesis 2a predicted that the negative relationship between the use of a war for talent and organizational performance intensifies during layoffs. We found that the hypothesized interaction of a war for talent and layoffs had a negative effect on firms’ performance, suggesting that a war for talent threatens their competitive advantage when they are conducting layoffs at the same time. In addition, we found that, as predicted by Hypothesis 2b, the relationship between a war for talent and turnover is positive. The results imply that layoffs breach the psychological contract between a firm and its employees, which in turn could lead to decreased performance and to increased turnover [90]. Organizations that implement a war for talent and layoffs together send inconsistent messages to employees. Such inconsistency in HRM practices may erode trust and loyalty to organizations. Moreover, layoff survivors tend to perceive as unfair their firm’s subsequent centering of its resource allocation, such as lucrative incentives and various retention tactics, on newly hired top talent. Thus, survivors are less willing to cooperate with the new talent to such a degree that these new hires have difficulty in using their own competencies. Moreover, such detrimental impacts on a firm’s performance are especially pronounced in collectivistic cultures such as in Korea. When both practices occur together, group harmony and collaboration, which have been the critical factor in organizational success for decades, will be substantially weakened, which in turn hampers organizational performance and sustainability.



Our final objective was to understand how firms could use layoffs along with war-for-talent practices, when necessary, but lessen their negative effect on performance. Hypothesis 3a predicted that the interaction of a war for talent, layoffs, and continuous investment in employee development is positively related to organizational performance. We found that investment in employee development can mitigate the negative impact of layoffs on the relationship between war-for-talent practices and organizational performance. Moreover, the results support that, as predicted by Hypothesis 3b, a firm’s initiatives to invest in employee development can also reduce turnover when a war for talent and layoffs occur together.



Based on results, this study makes the following contributions. First, the prior research on the effects of war-for-talent practices on organizational performance has been characterized by mixed findings. A handful of studies call for the needs to extend the effect of war for talent on firm performance [7,13]. For instance, Aguinis et al. [7] suggested that the alignment of talent management with other HR functions such as compensation and training can be critical in determining the effectiveness of talent management. Krishnan and Scullion [13] also suggested other institutional characteristics such as culture and size of an organization play important roles in determining the relationship. Such empirical inconsistency regarding the effectiveness of war-for-talent practices may indicate that firms differ widely in their ability to deal with the negative impact of a war for talent in combination with layoffs. However, little research has directly considered how such negative effects may be reduced. Thus, we have explored the possibility that a firm’s continuous investment in employee development can mitigate the effect of these value-decreasing practices. Building on human capital theory and a resource-based view (RBV) of the firm, the complexity of the relationship between war for talent practices and organizational performance is evidenced by the existence of two- and three-way interactions but an absence of the main effects of war-for-talent practices.



Second, our findings suggest how the social exchange relationship from the CSR perspective operates in the context of layoffs and wars for talents. The simultaneous use of layoffs and war-for-talent has become popular in many organizations, but employees perceive it a violation of the psychological contract [36]. Our results indicate that the combined practices create a detrimental work environment if implemented poorly because of the high degree of social exchange in the firms.



In addition, the CSR perspective helps explain our findings with the proposal that continuous investment in employee development as internal CSR initiatives can manage the pain better during times of adjusting workforce competencies by recourse to layoffs and wars for talent. Although a war for talent and layoffs undertaken simultaneously may not be the best option for managing workforce competencies, our results indicate that employees can be led to seek to achieve the goals of a war for talent and layoffs with constructive attitudes in return for receiving reciprocal investments from the firm [7,14]. This result is consistent with two previous studies on layoffs in that organizations with more extensive high commitment-based HR systems can reduce productivity losses from downsizing by enhancing their consideration for employees’ morale and trust [12,91]. Thus, the effect of war for talent during layoffs on the social exchange relationship is a potential venue calling for more research. In particular, a study incorporating employees and firm-level data will be valuable in examining how employees respond to receiving reciprocal exchange in the use of a war for talent practices during layoffs.



Furthermore, according to the human capital theory, continued investment in employee development opportunities during times of layoffs helps firms gain numerical and functional flexibility in the management of their workforces [3,15]. Such investment can enhance employees’ knowledge, skills, experience, and marketability, thereby increasing productivity growth and employee morale [12]. This result is also consistent with Lepak and Snell’s [3] proposition that firms need to use multiple employment modes to exploit different market opportunities: An organization’s HR strategies should change as employee values and uniqueness change.



Finally, our results relate to the broader talent management and layoff literature. Prior research has presented mixed performance results for talent management and downsizing organizations, respectively. When combined with layoffs, war-for-talent practices convey inconsistent message to employees in terms of managing workforce capabilities. Our results confirm that the implementation can make difference for organizational performance. Specifically, we found that organizations investing in employee development as internal CSR incurred less suffering, fewer productivity declines, and lower voluntary turnover when they used war-for-talent practices during layoffs. Issues such as internal CSR and reciprocal exchange such as investment in employee development are important to maintain commitment and trust during wars for talent and layoffs. Therefore, organizations should dedicate their efforts to understanding the consequences of implementation strategies [91].



Our study also has limitations that suggest future research and refinements. First, our use of a dichotomous measure, meaning the existence of a formal HR practice, was a limitation. We could not assess the actual usage of war-for-talent practices and employee development programs. However, we did confirm that our measurement of the presence of employee development is significantly correlated to the actual dollar amount firms spent on education, training, and development, all of which were obtained from archival financial data. Second, there is lack of measurements for employees’ perceptions of war-for-talent practices, investment in employee development, and layoffs. Many studies have emphasized the negative employee perceptions associated with layoffs and wars for talent. Despite the theoretical explanations we provide for these underlying processes, we do not have behavioral data to measure perceptions that influence employees’ behavior and performance. Hence, there is an essential need for field research that directly examines the effects of HRM practices on employee relations, perceptions, and behavior.



Considering the full range of practices, our evidence does not suggest a reverse-causal explanation where relatively less successful organizations are more likely to use layoffs and extensive wars for talent to challenge the status quo. Our findings with respect to the lagged structure of differenced outcome, capturing improvements after certain HRM practices, are inconsistent with a reverse-causality concern. However, our study calls for further study that examines the long-term effects of wars for talent and their interaction with layoffs on organizational effectiveness.



It is also worthwhile to ask whether our focus on Korean workplaces limits the generalizability of our findings. Layoffs and war-for-talent practices have become common business practices and are viewed as important devices with which management directs firms through changing environments around the world. However, geographical context may matter because there is a great deal of variation in regulatory environments with respect to layoffs [12]. Korea has a relatively more limited “safety net” than some other countries such as Switzerland. The lack of a safety net may make it more difficult for firms to justify a layoff decision. Thus, further research is necessary to verify that our findings are generalizable to other countries.



Overall, this study contributes important insights to the wars for talent and layoff literature. Specifically, we observed that layoffs may be acceptable within firms pursuing a war for talent as long as these firms continue to invest in employee development while layoffs are underway. Continued investments such as skill training, sponsoring school programs, and job enrichment in employee development help layoff survivors recover from “survivors’ syndrome”, including anger and job insecurity, and rebuild mutual trust and commitment to organizations by serving as an internal form of CSR [14,71]. This study is a first step in linking both wars for talent and layoffs to organizational performance. Several important questions remain. For instance, future research would extend to taking a multi-level approach to relate these practices to employee behaviors and attitudes. Moreover, researchers need to examine the impact of these practices on the process of social exchange relationship. These are just a few of examples that researchers attempt to answer for the benefit of the use of a war for talent practices during layoffs.







Author Contributions


Hee-jung Cho developed the theoretical approach to war for talent and the interaction effect of investment in employee development and conducted the empirical analysis. Ji-Young Ahn developed the theoretical approach to layoffs and its interactive effect on war for talent. Both authors jointly developed and supported the research model and relationships hypothesized. All authors contributed to the conclusions, as well as writing, reading and improving the final manuscript.




Acknowledgments


An earlier version of this paper was presented at the International Labor and Employment Relations Association (ILERA) World Congress, Cape Town, South Africa, 7–11 September 2015. We would like to thank conference participants for comments on an earlier draft.




Conflicts of Interest


The authors declare no conflict of interest.




References


	



Ahn, J.-Y. The dark side of war for talents and layoffs: Evidence from Korean firms. In Proceedings of the International Labor and Employment Relations Association (ILERA) World Congress, Cape Town, South Africa, 7–11 September 2015. [Google Scholar]

	



Barney, J. Firm resources and sustained competitive advantage. J. Manag. 1991, 17, 99–120. [Google Scholar] [CrossRef]

	



Lepak, D.P.; Snell, S.A. The human resource architecture: Toward a theory of human capital allocation and development. Acad. Manag. J. 1999, 24, 31–48. [Google Scholar]

	



Berger, L.A.; Berger, D.R. The Talent Management Handbook: Creating Organisational Excellence by Identifying, Developing and Promoting Your Best People; McGraw-Hill: New York, NY, USA, 2004; pp. 120–136. [Google Scholar]

	



Chambers, E.G.; Foulon, M.; Handfield-Jones, H.; Hankin, S.M.; Michaels, E.G. The War for Talent; McKinsey Quarterly: New York, NY, USA, 1998; pp. 44–57. [Google Scholar]

	



Groysberg, B. Chasing Stars: The Myth of Talent and the Portability of Performance; Princeton University Press: Princeton, NJ, USA, 2010. [Google Scholar]

	



Aguinis, H.; O’Boyle, E. Star performers in twenty-first century organizations. Pers. Psychol. 2014, 67, 313–350. [Google Scholar] [CrossRef]

	



Groysberg, B.; Lee, L.-E. Hiring stars and their colleagues: Exploration and exploitation in professional service firms. Organ. Sci. 2009, 20, 740–758. [Google Scholar] [CrossRef]

	



Pfeffer, J. Fighting the war for talent is hazardous to your organization’s health. Organ. Dyn. 2001, 29, 248–259. [Google Scholar] [CrossRef]

	



Gelens, J.; Hofmans, J.; Dries, N.; Pepermans, R. Talent management and organisational justice: Employee reactions to high potential identification. Hum. Resour. Manag. J. 2014, 24, 159–175. [Google Scholar] [CrossRef]

	



Beechler, S.; Woodward, I.C. The global “war for talent”. J. Int. Manag. 2009, 15, 273–285. [Google Scholar] [CrossRef]

	



Zatzick, C.D.; Iverson, R.D. High-involvement management and workforce reduction: Competitive advantage or disadvantage? Acad. Manag. J. 2006, 49, 999–1015. [Google Scholar] [CrossRef]

	



Krishnan, T.; Scullion, H. Talent management and dynamic view of talent in small and medium enterprises. Hum. Resour. Manag. Rev. 2017, 27, 431–441. [Google Scholar] [CrossRef]

	



Aguinis, H.; Glavas, A. What we know and don’t know about corporate social responsibility: A review and research agenda. J. Manag. 2012, 38, 932–968. [Google Scholar] [CrossRef]

	



Lepak, D.P.; Takeuchi, R.; Snell, S.A. Employment flexibility and firm performance: Examining the interaction effects of employment mode, environmental dynamism, and technological intensity. J. Manag. 2003, 29, 681–703. [Google Scholar]

	



O’Reilly, C.A.; Pfeffer, J. Hidden Value: How Great Companies Achieve Extraordinary Results with Ordinary People; Harvard Business Press: Brighton, MA, USA, 2000. [Google Scholar]

	



Pfeffer, J. The Human Equation: Building Profits by Putting People First; Harvard Business Press: Brighton, MA, USA, 1998. [Google Scholar]

	



Bloom, M. The performance effects of pay dispersion on individuals and organizations. Acad. Manag. J. 1999, 42, 25–40. [Google Scholar] [CrossRef]

	



Deutsch, M. Distributive Justice: A Social-Psychological Perspective; Yale University Press: New Haven, CT, USA, 1985. [Google Scholar]

	



Powell, W.W.; Koput, K.W.; Smith-Doerr, L. Interorganizational collaboration and the locus of innovation: Networks of learning in biotechnology. Adm. Sci. Q. 1996, 116–145. [Google Scholar] [CrossRef]

	



Williamson, O.E. Transaction cost eronomirs and organization theory. In Technology, Organization, and Competitiveness: Perspectives on Industrial and Corporate Change; Oxford University Press: Oxford, UK, 1998. [Google Scholar]

	



Ichniowski, C.; Shaw, K.; Prennushi, G. The effects of human resource management practices on productivity: A study of steel finishing lines. Am. Econ. Rev. 1997, 87, 291–313. [Google Scholar]

	



Maister, D.H. Managing the Professional Service Firm; Simon and Schuster: New York, NY, USA, 2012. [Google Scholar]

	



Kochan, T.; Osterman, P. Mutual Gains Bargaining; Harvard Business School Press: Boston, MA, USA, 1994. [Google Scholar]

	



Pfeffer, J. Competitive advantage through people. Calif. Manag. Rev. 1994, 36, 9. [Google Scholar] [CrossRef]

	



Salancik, G.R.; Pfeffer, J. A social information processing approach to job attitudes and task design. Adm. Sci. Q. 1978, 23, 224–253. [Google Scholar] [CrossRef] [PubMed]

	



Adams, J.S. Inequity in social exchange. In Advances in Experimental Social Psychology; Elsevier: Amsterdam, The Netherland, 1965; Volume 2, pp. 267–299. [Google Scholar]

	



Festinger, L. A theory of social comparison processes. Hum. Relat. 1954, 7, 117–140. [Google Scholar] [CrossRef]

	



Hitt, M.A.; Bierman, L.; Shimizu, K.; Kochhar, R. Direct and moderating effects of human capital on strategy and performance in professional service firms: A resource-based perspective. Acad. Manag. J. 2001, 44, 13–28. [Google Scholar] [CrossRef]

	



Gabarro, J.J. When a New Manager Takes Charge. Harv. Bus. Rev. 2007, 85, 104–117. [Google Scholar]

	



Groysberg, B.; McLean, A.N.; Nohria, N. Are leaders portable? Harv. Bus. Rev. 2006, 84, 92–100. [Google Scholar] [PubMed]

	



Groysberg, B.; Lee, L.E. The effect of colleague quality on top performance: The case of security analysts. J. Organ. Behav. 2008, 29, 1123–1144. [Google Scholar] [CrossRef]

	



Coff, R.W. Human assets and management dilemmas: Coping with hazards on the road to resource-based theory. Acad. Manag. Rev. 1997, 22, 374–402. [Google Scholar]

	



Brockner, J.; Spreitzer, G.; Mishra, A.; Hochwarter, W.; Pepper, L.; Weinberg, J. Perceived control as an antidote to the negative effects of layoffs on survivors’ organizational commitment and job performance. Adm. Sci. Q. 2004, 49, 76–100. [Google Scholar]

	



Yu, G.-C.; Park, J.-S. The effect of downsizing on the financial performance and employee productivity of Korean firms. Int. J. Manpow. 2006, 27, 230–250. [Google Scholar] [CrossRef]

	



Rousseau, D.M.; Aquino, K. Fairness and implied contract obligations in job terminations: The role of remedies, social accounts, and the procedural justice. Hum. Perform. 1993, 6, 135–149. [Google Scholar] [CrossRef]

	



Edwards, J.C.; Rust, K.G.; McKinley, W.; Moon, G. Business ideologies and perceived breach of contract during downsizing: The role of the ideology of employee self-reliance. J. Organ. Behav. 2003, 24, 1–23. [Google Scholar] [CrossRef]

	



Appelbaum, S.H.; Everard, A.; Hung, L.T. Strategic downsizing: Critical success factors. Manag. Decis. 1999, 37, 535–552. [Google Scholar] [CrossRef]

	



Brockner, J. Managing the effects of layoffs on survivors. Calif. Manag. Rev. 1992, 34, 9–28. [Google Scholar] [CrossRef]

	



Brockner, J.; Grover, S.L.; Blonder, M.D. Predictors of survivors’ job involvement following layoffs: A field study. J. Appl. Psychol. 1988, 73, 436–442. [Google Scholar] [CrossRef]

	



Brockner, J.; Grover, S.; O’Malley, M.N.; Reed, T.F.; Glynn, M.A. Threat of future layoffs, self-esteem, and survivors’ reactions: Evidence from the laboratory and the field. Strateg. Manag. J. 1993, 14, 153–166. [Google Scholar] [CrossRef]

	



Cascio, W.F. Downsizing: What do we know? What have we learned? Acad. Manag. Exec. 1993, 7, 95–104. [Google Scholar] [CrossRef]

	



Spreitzer, G.M.; Mishra, A.K. To stay or to go: Voluntary survivor turnover following an organizational downsizing. J. Organ. Behav. 2002, 23, 707–729. [Google Scholar] [CrossRef]

	



Briscoe, D. Talent management and the global learning organization. In Smart Talent Management: Building Knowledge Assets for Competitive Advantage; Edward Elgar Publishing: Northampton, MA, USA, 2008. [Google Scholar]

	



Bowen, D.E.; Ostroff, C. Understanding HRM–firm performance linkages: The role of the “strength” of the HRM system. Acad. Manag. J. 2004, 29, 203–221. [Google Scholar]

	



Mishra, A.K.; Spreitzer, G.M. Explaining how survivors respond to downsizing: The roles of trust, empowerment, justice, and work redesign. Acad. Manag. J. 1998, 23, 567–588. [Google Scholar]

	



Fukuyama, F. Trust: The Social Virtues and the Creation of Prosperity; Free Press Paperbacks: New York, NY, USA, 1995. [Google Scholar]

	



Collins, C.J.; Smith, K.G. Knowledge exchange and combination: The role of human resource practices in the performance of high-technology firms. Acad. Manag. J. 2006, 49, 544–560. [Google Scholar] [CrossRef]

	



Casciaro, T.; Lobo, M.S. When competence is irrelevant: The role of interpersonal affect in task-related ties. Adm. Sci. Q. 2008, 53, 655–684. [Google Scholar] [CrossRef]

	



Chadwick, C.; Hunter, L.W.; Walston, S.L. Effects of downsizing practices on the performance of hospitals. Strateg. Manag. J. 2004, 25, 405–427. [Google Scholar] [CrossRef]

	



Hayes, R.M.; Oyer, P.; Schaefer, S. Coworker complementarity and the stability of top-management teams. J. Law Econ. Organ. 2005, 22, 184–212. [Google Scholar] [CrossRef]

	



Kim, K.I.; Park, H.-J.; Suzuki, N. Reward allocations in the United States, Japan, and Korea: A comparison of individualistic and collectivistic cultures. Acad. Manag. J. 1990, 33, 188–198. [Google Scholar] [CrossRef]

	



Shah, S. Sources and Patterns of Innovation in a Consumer Products Field: Innovations in Sporting Equipment; Sloan School of Management, Massachusetts Institute of Technology: Cambridge, MA, USA, 2000. [Google Scholar]

	



Beltrán-Martín, I.; Roca-Puig, V.; Escrig-Tena, A.; Bou-Llusar, J.C. Human resource flexibility as a mediating variable between high performance work systems and performance. J. Manag. 2008, 34, 1009–1044. [Google Scholar] [CrossRef]

	



Barney, J.B. Looking inside for competitive advantage. Acad. Manag. Exec. 1995, 9, 49–61. [Google Scholar] [CrossRef]

	



Bae, J.; Lawler, J.J. Organizational and HRM strategies in Korea: Impact on firm performance in an emerging economy. Acad. Manag. J. 2000, 43, 502–517. [Google Scholar] [CrossRef]

	



Delery, J.E.; Doty, D.H. Modes of theorizing in strategic human resource management: Tests of universalistic, contingency, and configurational performance predictions. Acad. Manag. J. 1996, 39, 802–835. [Google Scholar] [CrossRef]

	



Lee, C.H.; Bruvold, N.T. Creating value for employees: Investment in employee development. Int. J. Hum. Resour. Manag. 2003, 14, 981–1000. [Google Scholar] [CrossRef]

	



Atkinson, J. Flexibility, Uncertainty and Manpower Management: Report of a Study Conducted under the Co-Operative Research Programme of the Institute of Manpower Studies; Institute of Manpower Studies: Brighton, UK, 1984. [Google Scholar]

	



Wright, P.M.; Snell, S.A. Toward a unifying framework for exploring fit and flexibility in strategic human resource management. Acad. Manag. J. 1998, 23, 756–772. [Google Scholar]

	



Kelliher, C.; Riley, M. Beyond efficiency: Some by-products of functional flexibility. Serv. Ind. J. 2003, 23, 98–113. [Google Scholar] [CrossRef]

	



Hecklau, F.; Galeitzke, M.; Flachs, S.; Kohl, H. Holistic approach for human resource management in industry 4.0. Procedia CIRP 2016, 54, 1–6. [Google Scholar] [CrossRef]

	



Van Marrewijk, M. Concepts and definitions of CSR and corporate sustainability: Between agency and communion. J. Bus. Ethics 2003, 44, 95–105. [Google Scholar] [CrossRef]

	



Klute-Wenig, S.; Refflinghaus, R. Integrating sustainability aspects into an integrated management system. TQM J. 2015, 27, 303–315. [Google Scholar] [CrossRef]

	



Brammer, S.; Millington, A.; Rayton, B. The contribution of corporate social responsibility to organizational commitment. Int. J. Hum. Resour. Manag. 2007, 18, 1701–1719. [Google Scholar] [CrossRef]

	



Mory, L.; Wirtz, B.W.; Göttel, V. Corporate social responsibility strategies and their impact on employees’ commitment. J. Strategy Manag. 2016, 9, 172–201. [Google Scholar] [CrossRef]

	



Mansour-Cole, D.M.; Scott, S.G. Hearing it through the grapevine: The influence of source, leader-relations, and legitimacy on survivors’ fairness perceptions. Pers. Psychol. 1998, 51, 25–54. [Google Scholar] [CrossRef]

	



Hameed, I.; Riaz, Z.; Arain, G.A.; Farooq, O. How do internal and external CSR affect employees’ organizational identification? A perspective from the group engagement model. Front. Psychol. 2016, 7, 788. [Google Scholar] [CrossRef] [PubMed]

	



Rusbult, C.E.; Farrell, D.; Rogers, G.; Mainous, A.G. Impact of exchange variables on exit, voice, loyalty, and neglect: An integrative model of responses to declining job satisfaction. Acad. Manag. J. 1988, 31, 599–627. [Google Scholar] [CrossRef]

	



Rousseau, D. Psychological Contracts in Organizations: Understanding Written and Unwritten Agreements; Sage Publications: Thousand Oaks, CA, USA, 1995. [Google Scholar]

	



Lins, K.V.; Servaes, H.; Tamayo, A. Social capital, trust, and firm performance: The value of corporate social responsibility during the financial crisis. J. Financ. 2017, 72, 1785–1824. [Google Scholar] [CrossRef][Green Version]

	



Tsai, W.; Ghoshal, S. Social capital and value creation: The role of intrafirm networks. Acad. Manag. J. 1998, 41, 464–476. [Google Scholar] [CrossRef]

	



Wessel, D. What’s Wrong with America’s Job Engine? Available online: http://www.lancastercountywib.com/2011-articles/august-2011/280-whats-wrong-with-americas-job-engine (accessed on 19 October 2017).

	



Chun, C.H. Corporate restructuring and securitization since 1997 economic crisis in Korea. Donghyangwa Jeonmang 2011, 81, 70–111. [Google Scholar]

	



Horwitz, F.M.; Heng, C.T.; Quazi, H.A. Finders, keepers? Attracting, motivating and retaining knowledge workers. Hum. Resour. Manag. J. 2003, 13, 23–44. [Google Scholar] [CrossRef]

	



Haesli, A.; Boxall, P. When knowledge management meets HR strategy: An exploration of personalization-retention and codification-recruitment configurations. Int. J. Hum. Resour. Manag. 2005, 16, 1955–1975. [Google Scholar] [CrossRef]

	



Kim, D.-O.; Bae, J. Workplace innovation, employment relations and HRM: Two electronics companies in South Korea. Int. J. Hum. Resour. Manag. 2005, 16, 1277–1302. [Google Scholar] [CrossRef]

	



Axelrod, E.L.; Handfield-Jones, H.; Welsh, T.A. War for Talent, Part Two; McKinsey Quarterly: New York, NY, USA, 2001. [Google Scholar]

	



Connerley, M.L.; Carlson, K.D.; Mecham, R.L., III. Evidence of differences in applicant pool quality. Pers. Rev. 2003, 32, 22–39. [Google Scholar] [CrossRef]

	



Balkin, D.B. Managing employee separations with the reward system. Executive 1992, 6, 64–71. [Google Scholar] [CrossRef]

	



Chalofsky, N.F. Handbook of Human Resource Development; John Wiley & Sons: Hoboken, NJ, USA, 2014. [Google Scholar]

	



Chen, P.; Mehrotra, V.; Sivakumar, R.; Wayne, W.Y. Layoffs, shareholders’ wealth, and corporate performance. J. Empir. Financ. 2001, 8, 171–199. [Google Scholar] [CrossRef]

	



Schenkel, A.; Teigland, R. Why doesn’t downsizing deliver? A multi-level model integrating downsizing, social capital, dynamic capabilities, and firm performance. Int. J. Hum. Resour. Manag. 2017, 28, 1065–1107. [Google Scholar] [CrossRef]

	



Huselid, M.A. The impact of human resource management practices on turnover, productivity, and corporate financial performance. Acad. Manag. J. 1995, 38, 635–672. [Google Scholar] [CrossRef]

	



Cappelli, P. Managing without commitment. Organ. Dyn. 2000, 28, 11–24. [Google Scholar] [CrossRef]

	



Datta, D.K.; Guthrie, J.P.; Wright, P.M. Human resource management and labor productivity: Does industry matter? Acad. Manag. J. 2005, 48, 135–145. [Google Scholar] [CrossRef]

	



Gerhart, B.; Wright, P.M.; McMahan, G.C. Measurement error in research on the human resources and firm performance relationship: Further evidence and analysis. Pers. Psychol. 2000, 53, 855–872. [Google Scholar] [CrossRef]

	



Gilson, S.C. Bankruptcy, boards, banks, and blockholders: Evidence on changes in corporate ownership and control when firms default. J. Financ. Econ. 1990, 27, 355–387. [Google Scholar] [CrossRef]

	



Cascio, W.F.; Young, C.E.; Morris, J.R. Financial consequences of employment-change decisions in major us corporations. Acad. Manag. J. 1997, 40, 1175–1189. [Google Scholar] [CrossRef]

	



Cameron, K.S.; Freeman, S.J.; Mishra, A.K. Downsizing and redesigning organizations. In Organizational Change and Redesign; Oxford University Press: Oxford, UK, 1993; pp. 19–63. [Google Scholar]

	



McKinley, W.; Zhao, J.; Rust, K.G. A sociocognitive interpretation of organizational downsizing. Acad. Manag. J. 2000, 25, 227–243. [Google Scholar]








[image: Table] 





Table 1. Some exemplary studies on the relationship between war for talent practices and organizational performance.
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	Overall Effect
	Research
	Rationale





	Positive (+)
	Powell 1996
	Acquires knowledge and skills that cannot be developed internally



	
	Groysberg and Lee 2009
	Enhances exploitation of a firm’s current knowledge and capabilities



	
	Aguinis and O’Bolye 2014
	Widens the star’s network and takes full advantage of knowledge transfer



	Negative (−)
	Bloom 1999
	Hampers cooperation between talent and non-talent employees



	
	Pfeffer 2001
	Glorification of outsiders will bring about a tendency to derogate firm-specific knowledge; Excessive internal competition



	
	Hitt et al., 2001
	Hired talents’ knowledge, skill, and capabilities will not be easily leveraged and used in the new organization



	
	Gelens et al., 2014
	Perceptions of distributive justice were significant lower for employees identified as non-talents (or high potential)



	
	Krishnan and Scullion 2017
	Would not fit with the egalitarian culture of teamwork and undermine the morale of most employees



	Mixed
	Aguinis et al., 2014
	Other HR functions such as compensation practices would fit into talent management



	
	Krishnan and Scullion 2017
	Cultural and institutional characteristics such as organizational size may depend on the relationship
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Table 2. Descriptive Statistics.
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Mean

	
S.D.

	
1

	
2

	
3

	
4

	
5

	
6

	
7

	
8

	
9

	
10

	
11

	
12

	
13






	
1. War for talent practice

	
2.30

	
1.55

	

	

	

	

	

	

	

	

	

	

	

	

	




	
2. Layoff rate

	
0.07

	
0.12

	
0.05

	

	

	

	

	

	

	

	

	

	

	

	




	
3 Employee development

	
5.38

	
3.23

	
0.44 **

	
−0.05

	

	

	

	

	

	

	

	

	

	

	




	
4. Productivity b

	
9.31

	
12.1

	
0.08 **

	
−0.29 **

	
0.11 **

	

	

	

	

	

	

	

	

	

	




	
5. ROA

	
0.01

	
0.29

	
−0.02

	
−0.32 **

	
0.08 **

	
0.72 **

	

	

	

	

	

	

	

	

	




	
6. Turnover rate

	
0.15

	
0.22

	
0.03

	
0.41 **

	
−0.11 **

	
−0.35 **

	
−0.61 **

	

	

	

	

	

	

	

	




	
7. Organization size b

	
5.89

	
1.13

	
0.31 **

	
−0.21 **

	
0.49 **

	
0.17 **

	
0.10 **

	
−0.17 **

	

	

	

	

	

	

	




	
8. Organization age

	
26.94

	
17.2

	
0.02

	
−0.05

	
0.09 **

	
0.09 **

	
0.02

	
−0.12 **

	
0.29 **

	

	

	

	

	

	




	
9. Changes in Business

	
3.12

	
0.93

	
0.28 **

	
0.04

	
0.29 **

	
0.02

	
−0.03

	
0.04

	
0.22 **

	
0.04

	

	

	

	

	




	
10. Changes in market

	
2.98

	
0.97

	
0.12 **

	
0.01

	
0.11 **

	
0.02

	
−0.03

	
0.04

	
0.04

	
−0.00

	
0.35 **

	

	

	

	




	
11. Business strategy

	
2.09

	
0.77

	
0.24 **

	
−0.08 *

	
0.22 **

	
0.01

	
−0.01

	
−0.01

	
0.19 **

	
0.05

	
0.33 **

	
0.13 **

	

	

	




	
12. Extent of outplacement program

	
0.09

	
0.40

	
0.15 **

	
0.08 *

	
0.32 **

	
0.06 **

	
0.01

	
−0.03

	
0.31 **

	
0.08 **

	
0.07 **

	
0.03

	
0.09 **

	

	




	
13 Union c

	
0.74

	
0.44

	
0.04

	
0.08 *

	
0.16 **

	
0.05

	
−0.09 **

	
0.28 **

	
0.30 **

	
0.06 *

	
0.07 **

	
−0.03

	
0.10 **

	




	
14. Union power

	
1.59

	
1.76

	
0.01

	
−0.01

	
0.23 **

	
0.08 **

	
0.07 **

	
−0.14 **

	
0.37 **

	
0.34 **

	
0.07 *

	
0.04

	
0.01

	
0.19 **

	
0.72 **








b: log transformed; c: value 1: unionized; 0 otherwise *: p < 0.05 **: p < 0.01
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Table 3. Results of Regression Analyses for Productivity and ROA 1.
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Employee Productivity

	
ROA




	
Variables

	
Step 1

	
Step 2

	
Step 3

	
Step 4

	
Step 1

	
Step 2

	
Step 3

	
Step 4






	
(1) Control variables

	

	

	

	

	

	

	

	




	
  Organization size

	
0.16 ***

	
0.04

	
0.04

	
0.06

	
0.11 **

	
−0.01

	
−0.02

	
0.00




	
  Organization age

	
0.04

	
0.01

	
0.00

	
−0.01

	
0.00

	
0.01

	
0.00

	
−0.02




	
  Industry_finance

	
0.04

	
0.03

	
0.02

	
0.02

	
−0.00

	
0.01

	
−0.01

	
0.01




	
  Industry_service

	
0.00

	
−0.01

	
−0.01

	
−0.01

	
0.06 *

	
0.02

	
0.02

	
0.03




	
  Changes in business

	
−0.01

	
−0.07 †

	
−0.06

	
−0.04

	
−0.03

	
−0.06

	
−0.04

	
−0.02




	
  Changes in market

	
0.02

	
−0.04

	
−0.03

	
−0.02

	
−0.01

	
−0.04

	
−0.04

	
−0.02




	
  Business strategy

	
−0.02

	
−0.07 †

	
−0.07 †

	
−0.06 †

	
−0.01

	
−0.03

	
−0.04

	
−0.03




	
  Extent of outplacement program

	
0.02

	
0.05

	
0.04

	
0.01

	
−0.03

	
0.02

	
0.02

	
−0.03




	
  Union

	
0.01

	
0.12 †

	
0.12 †

	
0.04

	
0.11 *

	
0.14 *

	
0.15 *

	
0.05




	
  Union power

	
−0.02

	
−0.01

	
−0.01

	
0.06

	
−0.03

	
−0.06

	
−0.06

	
0.04




	
  Year dummies

	
yes

	
yes

	
yes

	
yes

	
yes

	
yes

	
yes

	
yes




	
(2) Independent variables

	

	

	

	

	

	

	

	




	
  War for talent

	

	
−0.03

	
0.07

	
0.40 ***

	

	
−0.05

	
0.07

	
0.42 ***




	
  Layoff rate

	

	
−0.29 ***

	
0.04

	
0.40 **

	

	
−0.32 ***

	
0.1

	
0.59 ***




	
  Investment in employee development

	

	
0.12 *

	
0.12 **

	
0.12 †

	

	
0.10 *

	
0.11 *

	
0.09




	
(3) Two-way interactions

	

	

	

	

	

	

	

	




	
  War for talent * layoffs

	

	

	
−0.38 ***

	
−1.57 ***

	

	

	
−0.48 ***

	
−1.91 ***




	
  War for talent * investment in employee development

	

	

	

	
−0.42 ***

	

	

	

	
−0.43 ***




	
  Investment in employee development * layoffs

	

	

	

	
−0.12

	

	

	

	
−0.26




	
(4) Three-way interactions

	

	

	

	

	

	

	

	




	
  War for talent * layoffs * investment in employee development

	

	

	

	
1.09 ***

	

	

	

	
1.37 ***




	
N

	
1290

	
690

	
690

	
690

	
1312

	
697

	
697

	
697




	
F

	
4.19 ***

	
7.76 ***

	
9.02 ***

	
15.92 ***

	
3.36 ***

	
6.97 ***

	
9.32 ***

	
20.05 ***




	
R2

	
0.038

	
0.147

	
0.177

	
0.311

	
0.030

	
0.133

	
0.180

	
0.360




	
Adjusted R2

	
0.029

	
0.128

	
0.157

	
0.291

	
0.021

	
0.114

	
0.160

	
0.342








1,†: p < 0.10; *: p < 0.05; **: p < 0.01; ***: p < 0.001; All p-values are based on two-tailed tests.
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Table 4. Results of Regression Analyses for Turnover rate 1.
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	Step 1
	Step 2
	Step 3
	Step 4





	(1) Control variables
	
	
	
	



	  Organization size
	−0.16 ***
	0.01
	0.04
	−0.04



	  Organization age
	−0.06 †
	−0.07
	−0.05
	−0.04



	  Industry_finance
	0.02
	−0.01
	0.02
	0.03



	  Industry_service
	−0.03
	−0.03
	−0.01
	−0.03



	  Changes in business
	0.07 †
	0.09
	0.09
	0.07



	  Changes in market
	0.03
	0.05
	0.04
	0.01



	  Business strategy
	0.00
	0.04
	0.02
	0.02



	  Extent of outplacement program
	0.02
	0.01
	0.03
	0.03



	  Union
	−0.01
	−0.06
	−0.05
	0.04



	  Union power
	−0.07 †
	−0.01
	−0.03
	−0.09



	  Year dummies
	yes
	yes
	yes
	yes



	(2) Independent variables
	
	
	
	



	  War for talent
	
	0.10
	−0.08
	−0.38 **



	  Layoff rate
	
	0.37 ***
	−0.03
	−0.26



	  Investment in employee development
	
	−0.16 *
	−0.18 **
	−0.02



	(3) Two-way interactions
	
	
	
	



	  War for talent * layoff
	
	
	0.49 ***
	1.44 ***



	  War for talent * investment in employee development
	
	
	
	0.35 *



	  Investment in employee development * layoff
	
	
	
	−0.05



	(4) Three-way interactions
	
	
	
	



	  War for talent * layoff * investment in employee development
	
	
	
	−0.84 ***



	N
	909
	303
	303
	303



	F
	4.88 ***
	5.64 ***
	7.03 ***
	10.12 ***



	R2
	0.056
	0.215
	0.269
	0.391



	Adjusted R2
	0.045
	0.177
	0.231
	0.352







1 †: p < 0.10; *: p < 0.05; **: p < 0.01’ ***: p < 0.001; All p-values are based on two-tailed tests.














© 2018 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access article distributed under the terms and conditions of the Creative Commons Attribution (CC BY) license (http://creativecommons.org/licenses/by/4.0/).






nav.xhtml


  sustainability-10-01365


  
    		
      sustainability-10-01365
    


  




  





