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Abstract

Purposes - This study examines the relative effects of employees” environment, society,
and corporate governance (ESG) perceptions on their intention to stay with the
organization during the COVID-19 pandemic. This study also explores whether
generational differences moderate the relationships between the three ESG factors and
employee retention.

Methods - This study uses an online survey to collect data via Amazon Mechanical Turk.
Multiple regression analysis is used to analyze data collected from 716 respondents.

Findings - The results show that environment-related ESG (E-ESG) and society-related
ESG (S-ESG) positively and significantly impact employee retention, and the magnitudes
vary across different generations. However, the impact of corporate governance-related ESG
(G-ESG) on employee retention is not significant.

Limitations - This study only compares two generational cohorts, namely Generation Y
and Generation Z. Future research endeavors could expand the sample size, including
Generation X, or consider other potential moderating factors such as job type, job location,
or firm size.

Contributions to literature — This study makes a valuable contribution to the existing
literature by empirically investigating the relationships between ESG dimensions and
employee retention.

Practical implications - Businesses can effectively allocate corporate resources to
important ESG factors uncovered by this study, thus, developing effective employee
retention strategies.
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Originality - This study examines the collective effects of three ESG factors on employee
retention. Furthermore, it highlights generational differences in the relationships between
ESG factors and employee retention.
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Introduction

Employee retention is a crucial factor for the long-term success of any organization
(Basnyat & Lao, 2019; Das & Baruah, 2013). Retaining key employees ensures business
stability, supports the ongoing development of business resources, and sustains
profitability (Cloutier et al., 2015; Singh et al., 2022). However, the COVID-19 pandemic
has led to “great resignation”, resulting in an unprecedented number of professionals
quitting their jobs, making it challenging for companies to attract replacement staff. To
address this issue, organizations need to understand the key success factors of talent
retention (Harsch & Festing, 2020).

One approach many businesses have adopted to improve long-term employee
retention is implementing ESG (environment, society, and corporate governance)
principles. ESG principles focus on holistically favorable and socially conscious outcomes,
promote appropriate business behavior, and address environmental, social, and
governance issues. As discussed in the literature (e.g., Burke, 2022; Huang, 2021),
environmental strategies focus on ensuring safe environmental practices, social strategies
concentrate on relationships with stakeholders, and corporate governance strategies
focus on the effectiveness and efficiency of leadership structures.

The global spread of COVID-19 has increased international concerns over ESG
issues (Li et al., 2022). While prior research has shown that organizations implementing
ESG practices can yield positive environmental impact results (Zumente & Bistrova,
2021), more favorable societal perceptions (Ikram et al.,, 2021), and higher overall
expected returns for shareholders (Khan, 2019), it remains unclear how ESG factors
collectively affect employee retention during the pandemic.

The perceptions of ESG initiatives are critical because they influence how
employees interpret their organization’s culture, affecting their work attitudes and
behaviors. Therefore, this study aims to empirically examine the effects of employees’
ESG perceptions on their retention intention during the COVID-19 pandemic. Specifically,
this study compares the impact of ESG perceptions on retention intention between
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Generation Y (Gen Y) and Generation Z (Gen Z) cohorts in the U.S. Our study proposes
that differences in these two generation cohorts” perceptions of ESG initiatives may
impact their retention intention differently. The findings from this study will assist
companies in retaining employees by developing effective business strategies tailored to
the specific needs of these two generation groups.

The remainder of this paper is structured as follows: the next section presents the
research model, theoretical background, and hypothesis development. The research
methodology is then discussed, followed by a description of the results. A discussion of
findings and managerial implications is presented in the subsequent section. Finally, the
last section concludes this research by highlighting propositions for future research.

Research Model, Theoretical Background, and Hypothesis Development

Research Model and Theoretical Background

The research model presented in Figure 1 explores the potential moderating effects
of employee generations on the relationships between the three ESG dimensions and
employee retention. The model hypothesizes that each of the three ESG dimensions
would positively influence employee retention in the workplace.

Muoderator;
Employee
Environment- Generations
Related ESG

Society-Related Employee
ESG Retention
Corporate
(rovernance-
Related ESG

Figure 1: Research Model

The ESG principle has gained significant attention recently, particularly since its
official proposal by the United Nations in 2004 (Annan, 2004). It has become integral to
many organizations’ competitive strategies (Escrig-Olmedo et al., 2019). One of the ESG
dimensions is environment-related ESG (E-ESG), which focuses on a company’s
measures to protect the environment and promote sustainable practices that can preserve
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the environment for future generations (Rahman & Alsayegh, 2021; Li et al., 2022). E-ESG
initiatives include policies to address climate change, energy efficiency, waste and
pollution, and natural resource preservation (Ruan & Liu, 2021; Ting et al., 2019).
Businesses can demonstrate E-ESG by implementing policies that mitigate the
environmental risks associated with their operations (Lisin et al., 2022). Stakeholders,
including employees, are increasingly focused on the environmentally sustainable
practices of businesses (Huang, 2021; Meng et al., 2023). Therefore, adopting such
practices is crucial for companies to attract and retain talent.

Another dimension of ESG is society-related ESG (S-ESG), which assesses the
relationships businesses have with their stakeholders, such as employees, supply chains,
consumers, and the communities where their operations are located (Li et al., 2022; Sodhi
& Tang, 2018). Encouraging social entrepreneurship, community donations, maintaining
high supply chain standards for ethical operations, and sustaining ethical and safe
workplace conditions are a few examples of S-ESG practices (Kennett-Hensel & Payne,
2018; Ruan & Liu, 2021; Ting et al., 2019). Like E-ESG initiatives, S-ESG practices and
policies must be represented and implemented to gain long-term positive value,
outcomes, and continued investor attraction.

Corporate governance-related ESG (G-ESG) examines the impact of management-
level policies on business operations (Hsueh, 2019; Li et al., 2022). It encompasses the
leadership structure, executive compensation plans, auditing, internal control procedures,
and various rights of shareholders (Rahman & Alsayegh, 2021). Grove and Clouse (2018)
suggest that favorable G-ESG policies demonstrate strong values related to diversity,
integrity, transparency, and employee relations. Implementing such policies and values
may decrease the likelihood of labor issues, discrimination, corruption, and deceptive
practices.

The effects of ESG dimensions on employee retention are rooted in the social
identity theory (Tajfel, 1979) and the job embeddedness theory (Holtom & O’neill, 2004).
The social identity theory (Tajfel, 1979) proposes that individuals derive a sense of pride
and self-esteem from their membership in various groups, such as social class and family.
When applied to ESG practices in organizations, social identity theory suggests that
employees who perceive ESG practices are more likely to identify strongly with their
organizations. This identification, in turn, can increase employee job satisfaction and
commitment. Similarly, the job embeddedness theory posits that employees would
continue as valuable members of the organization when they feel embedded in their
communities (Holtom & O’neill, 2004). This theory explains why many employees value
working for companies that align with their values, with a commitment to ESG being a
crucial aspect of that alignment.

Conversely, companies that lack a commitment to ESG may face difficulties
retaining employees as employees may perceive their work as less meaningful or
fulfilling. Thus, they may be more likely to leave for a company that aligns better with
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their values. Several studies have demonstrated that companies with strong ESG
programs tend to have positive organizational cultures, which can improve employee
engagement, job satisfaction, and retention (e.g., Bernardino, 2021; Hsiao et al., 2020).
Moreover, recent research has explored how the social identity theory and the job
embeddedness theory can help explain the positive effects of ESG on employee attitudes
or behaviors (e.g., Arici et al., 2023; Colvin, Witt, & Lacey, 2015; Paruzel, Danel, & Maier,
2020).

Hypothesis Development
Environment-Related ESG and Employee Retention

The literature on the relationship between E-ESG and employee retention has been
explored in various settings. For instance, Shetty and Gujarathi (2013) investigate the
effect of green practices on doctors' attitudes in hospitals in India and find that these
initiatives increase facility attractiveness and work commitment among the respondents.
In their study, green practices refer to initiatives integrating sustainability principles into
business decisions, such as green buildings, green administration, waste management,
and electricity conservation. Besides, Benn, Teo, and Martin (2015) surveyed and
interviewed employees from a technical college and a consulting company in Australia
and found a strong association between implementing environmental sustainability
initiatives and employee engagement in the workplace. Similarly, Likhitkar and Verma
(2017) examine the impact of green human resource management practices on
organization sustainability and employee retention. Adopting environmentally friendly
practices increases employee retention and positive outcomes such as improved morale,
creativity, and team participation. Based on the findings from previous research and the
above discussion, it can be inferred that businesses can retain talent by implementing E-
ESG practices. Therefore, it is hypothesized that:

H1a: Environment-related ESG is positively related to employee retention in the workplace.

The impact of E-ESG on employee retention is likely moderated by generational
differences, as evidenced by previous research. For example, Zaharee et al. (2018) find
that young and early-career employees are more likely to seek job opportunities in
environmentally sustainable companies. They discovered that candidates between the
ages of 22 and 25 ranked organizational environmental responsibility as one of their top
five requirements for potential employers. In contrast, this criterion is significantly lower
in priority for candidates aged 30 or older. Similarly, Zainee and Puteh (2020) investigate
the impact of corporate social responsibility on talent retention among millennials in the
accounting field. They find that organizational involvement in environmental activities
is crucial in determining millennials” loyalty to a company. Therefore, organizations’
environmental protection efforts may positively affect the retention of millennials in the
workplace. These findings suggest that the relationship between E-ESG and employee
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retention is likely positively associated, particularly for younger generations more
strongly impacted by E-ESG practices. Therefore, it is hypothesized that:

H1b: Generations moderate the relationship between environment-related ESG and
employee retention in the workplace such that environment-related ESG has a stronger
positive impact on talent retention among younger generations.

Society-Related ESG and Employee Retention

Numerous studies have consistently demonstrated a positive relationship
between S-ESG and employee retention (Bode, Singh, & Rogan, 2015; Kuratko et al., 2017;
Sanusi & Johl, 2022). For instance, Bode et al. (2015) use individual-level data of 9,821
employees in a global management consulting firm and find a positive retention effect
associated with employee participation in a corporate initiative with explicit social
impact goals. Similarly, Sanusi and Johl (2022) investigate the internal dynamics of S-ESG
factors and reveal that positive S-ESG practices positively influence employee job
continuity intention. These collective studies suggest that businesses can benefit from
balancing the implementation of corporate social initiatives with financial profitability
opportunities. Doing so may increase employee retention and reduce the direct and
indirect costs associated with high employee turnover. Thus, it is hypothesized that:

H?2a: Society-related ESG is positively related to employee retention in the workplace.

Research has also shown that younger generations place a greater emphasis on S-
ESG in the workplace compared to older generations (e.g., Carnahan, Kryscynski, &
Olson, 2017; McGlone, Spain, & McGlone, 2011; Zainee & Puteh, 2020). For instance,
McGlone et al. (2011) surveyed college students to examine the relationship between their
S-ESG attitudes and their willingness to work for companies that prioritize S-ESG
through employee volunteerism. The authors find that younger generations rate S-ESG
significantly higher than older generations, indicating that investment in S-ESG can lead
to higher employee retention among younger generations. In examining the relationships
between S-ESG factors, employee retention, and generations, Zainee and Puteh (2020)
find a strong relationship between philanthropic responsibility and talent retention
among Gen Y accountants in Malaysia. They suggest employers adopt S-ESG practices,
such as volunteerism and other socially involved activities, to retain Gen Y accountants.
Based on these findings, we posit that younger employees stay with companies longer
than senior employees when companies participate in S-ESG activities. Therefore, it is
hypothesized that:

H2b: Generations moderate the relationship between society-related ESG and employee
retention in the workplace such that society-related ESG has a stronger positive impact on
talent retention among younger generations.
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Corporate Governance-Related ESG and Employee Retention

Corporate governance is a critical aspect of ESG factors as it directly impacts the
daily work-life of employees. How a company governs itself affects employee satisfaction,
engagement, and retention. Previous research has shown a significant association
between G-ESG and employee attraction or retention (Hirota et al., 2010; Safieddine,
Jamali, & Noureddine, 2009; Sumlin, Hough, & Green, 2021). Das and Baruah (2013) find
that businesses prioritizing favorable G-ESG policies and practices are more likely to
retain top talent. Thus, companies prioritizing sound governance practices may enjoy a
competitive advantage in attracting and retaining high-performing employees. Therefore,
we hypothesize that:

H3a: Corporate governance-related ESG is positively related to employee retention in the
workplace.

Ikram et al. (2021) investigate how various internal governance practices influence
faculty retention in higher education institutions in Pakistan. Among the factors analyzed,
corporate governance and responsibility were ranked highly by Gen Y employees.
However, the younger generation rated this factor less critical, consistent with the social
responsibility literature. As newcomers to the workforce, younger employees may have
less bargaining power to dictate their standards for suitable work environments than
experienced professionals. Similarly, Pasko, Maellaro, and Stodnick (2021) examine the
differences in work-related preferences across generational cohorts in a large U.S. firm.
Their survey of 300 employees reveals that younger-generation workers place
significantly greater importance on G-ESG practices such as job security, career
advancement, work/life balance, and company leadership. Therefore, based on the
findings from Ikram et al. (2021) and Pasko et al. (2021), we can expect G-ESG to have a
stronger impact on the retention of younger generations. Therefore, it is hypothesized
that:

H3b: Generations moderate the relationship between corporate governance-related ESG
and employee retention in the workplace such that corporate governance-related ESG has
a stronger positive impact on talent retention among younger generations.

Research Method

Sample and Data Collection

An online survey was conducted in April 2020 to collect data for this study. The
survey link was posted on Amazon Mechanical Turk, and participants were required to
be employed and over 18 years old. A total of 821 responses were collected, and measures
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were implemented to ensure data quality. These measures involved screening out
duplicate responses, those with multiple missing values, and insincere responses. As a
result, the final sample consisted of 716 cases. Based on the age categorization criteria
employed by Dhopade (2016) and Bateh (2019), respondents in this study were classified
into different generational cohorts. Specifically, individuals between 18 and 24 years old
were categorized as Gen Z, those between 25 and 39 years old were classified as Gen Y,
individuals aged 40 to 55 years old were grouped as Gen X, and respondents over 55
years old were labeled as baby boomers, all as of April 2020. As shown in Table 1, the
sample consisted of 263 Gen Z employees (36.7%), 344 Gen Y employees (48.0%), 93 Gen
X employees (13.0%), and 16 baby boomers (2.2%).

Table 1: Respondents’ Demographic Profile

Generations Frequency Percentage
Gen Z (18 to 24) 263 36.7
Gen'Y (25 to 39) 344 48.0
Gen X (40 to 55) 93 13.0
Baby Boomers (> 55) 16 2.2
Total 716 100.0

Measures

The study utilized validated measures from previous research to assess four
variables: E-ESG, S-ESG, G-ESG, and employee retention. A total of 14 scale items were
included in the survey, with 11 items adopted from (Woo & Jin, 2015; 2016) to measure
three ESG dimensions and three items from Armstrong-Stassen and Schlosser (2008) to
measure employee retention. Respondents were asked to rate each item on a seven-point
Likert-type scale, with “1 = strongly disagree”, “7 = strongly agree”, and “4 = neutral” as
the midpoint. The scales were reviewed by three management experts, who provided
feedback to improve the questionnaire’s clarity. Table 2 details the variables, their
indicators, and their respective sources.
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Table 2: Variables, Measurement Items, and Sources

Variable Indicator Item Source
Employee Retention ER1 Barring unforeseen circumstances, I would Armstrong-
(ER) remain in this organization indefinitely. Stassen &
ER2 I would prefer to continue working in this ~ Schlosser (2008)
organization if I were free to choose.
ER3 I expect to continue working as long as
possible in this organization.
Environment- I think the company I work for tries to: Woo & Jin (2015,
related ESG (E-ESG)E-ESG1 Take care of water, energy, and material 2016)
uses.
E-ESG2 Minimize pollution when producing
products/services.
E-ESG3 Invest in protecting the environment.
Society-related ESG I think the company I work for tries to: Woo & Jin (2015,
(S-ESG) S-ESG1 Protect human rights in workplaces. 2016)

S-ESG2 Clarify health care benefits for employees.
S-ESG3 Clearly label/explain products/services for

customers.
S-ESG4 Take care of customer complaints.
S-ESG5 Invest in developing local community
welfare.
Corporate I think the company I work for tries to: Woo & Jin (2015,
Governance-related G-ESG1 Avoid corruption in business. 2016)
ESG (G-ESG) G-ESG2  Provide the company’s financial

information to the public.
G-ESG3 Allow the freedom of labor unions and
forbid discrimination.

Regression Model

We formulated a regression model to test our hypotheses regarding generational
differences in the relationships between the three independent and dependent variables.
Our proposed model had employee retention (Y1) as the dependent variable and the
three ESG factors, namely E-ESG (X1), S-ESG (X2), and G-ESG (X3), as independent
variables.
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Yi=po + PXs + PXo + B3Xs
where Y1 = Employee Retention (ER)
X1 = Environment-Related ESG (E-ESG)
Xz = Society-Related ESG (S-ESG)
X3 = Corporate Governance-Related ESG (G-ESG)

Results

Descriptive Statistics and Correlations

Due to the limited number of responses collected from Gen X and Baby Boomer
groups, this study primarily focuses on the full model (N = 716), Gen Y (N = 344), and
Gen Z (N = 263). Descriptive analysis was conducted for the full model, Gen Y, and Gen
Z groups. As presented in Table 3, the analysis for all employees (N = 716) reveals that S-
ESG has the highest mean score (5.367 + 1.132), followed by G-ESG (5.098 + 1.280) and E-
ESG (4.471 £ 1.550). The Pearson correlation analysis results demonstrate that employee
retention is significantly correlated with the S-ESG (.437***), E-ESG (.421***), and G-ESG
(.384***) variables.

Table 3: Means, standard deviations, and correlations of the variables for all data (N = 716)

Mean SD (1) (2) 3) 4)
(1) Y._ER 4.456 1.906 1
(2) X:_E-ESG  4.471 1.550 A2+ 1
(3) X2_S-ESG  5.367 1.132 A37** 543xx* 1
(4) Xs_G-ESG  5.098 1.280 384> 54T+ T43F* 1

Note: SD = Standard deviation, ***p <.001 (2-tailed)

Table 4 displays the descriptive analysis results for Gen Y employees (N = 344).
The mean pattern for the ESG factors is consistent with that shown in Table 3. Specifically,
S-ESG has the highest mean score (5.405 + 1.111), followed by G-ESG (5.169 + 1.199) and
E-ESG (4.625 + 1.585). Furthermore, the Pearson correlation analysis shows significant
positive correlations between employee retention and S-ESG (.466***), G-ESG (.401**%),
and E-ESG (.384**%).

Table 4: Means, Standard Deviations, and Correlations of the Variables for Gen Y (N = 344)

Mean SD 1) @) G) @)
(1) Y._ER 4714 1.753 1
() Xi_E-ESG  4.625 1.585 384%+% ]
(3) X._S-ESG  5.405 1111 466" Bear 1
(4) Xs_G-ESG  5.169 1.199 AQT***  53Qme 733w ]

Note: SD = Standard deviation, ***p <.001 (2-tailed)
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Table 5 provides the descriptive statistics for Gen Z employees (N = 263),
consistent with the mean patterns in Tables 3 and 4. Specifically, S-ESG has the highest
mean score of (5.242 £1.189), followed by G-ESG (4.989 £1.319) and E-ESG (4.252 +£1.434).
The Pearson correlation analysis results show that employee retention is significantly
correlated with E-ESG (.457***), S-ESG (.387***), and G-ESG (.370***).

Table 5: Means, Standard Deviations, and Correlations of the Variables for Gen Z (N = 263)

Mean SD 1) @) 3) @)
(1) Y._ER 3.853 1.950 1
) Xi_E-ESG ~ 4.252 1.434 AB7R ]
(3) X._S-ESG  5.242 1.189 387x 4QQEe ]
(4) X;_G-ESG  4.989 1319 370%% 5o ghgwes ]

Note: SD = Standard deviation, ***p <.001 (2-tailed)

Regression Results

To examine the generational differences in the relationships between ESG factors
and employee retention, we performed regression analysis on three different groups: all
data (N=716), Gen Y (N=344), and Gen Z (N=263). The first regression model was applied
to all data, including three independent variables, E-ESG, S-ESG, and G-ESG, to estimate
the dependent variable, employee retention. The results of the full regression model for
all employees are presented in Table 6. The overall model is statistically significant [R2
= .240, R2.q; = .237, F(3, 712) = 75.076, p < .001], explaining 24.0% of the variance in the
employee retention outcome (R? = .240).

The regression model has no evidence of serious multicollinearity because all VIFs
are less than 10 (Myers, 1990), and the condition index is less than 30 (Kennedy, 2008).
Based on the standardized regression coefficient (f), S-ESG has the highest impact on
employee retention (f = .261), followed by E-ESG (f = .249). In summary, the results
suggest that E-ESG (f = .249, p < .001) and S-ESG (f = .261, p < .001) have significant and
positive effects on employee retention, supporting Hla and H2a, respectively. However,
no significant relationship exists between G-ESG and employee retention (8 = .056, p
= .266), rejecting H3a and H3b.
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Table 6: Regression Model Results for All Data (N = 716)
DV = Employee retention; R2=.240., R2.4; =.237, F(3, 712) =75.076, p < .001, CI =17.893

B SE P t p VIF
(Constant) 307 305 1.006 315
X1_E-ESG 306 .049 .249 6.201 <.001 1.510
X2_S-ESG 439 .085 261 5173 <.001 2.380
X;_G-ESG .083 075 .056 1.114 .266 2.373

Note: DV = Dependent variable; CI = Condition index, B = Regression coefficient, SE =
Standard error, = Standardized regression coefficient, VIF = Variance inflation factor

The second and third regression models are tested separately for Gen Y (N = 344)
and Gen Z respondents (N = 263). Table 7 displays the results for the Gen Y regression
model, which is statistically significant [R?=.242, R2.q4; = .235, F(3, 340) = 36.124, p < .001]
and accounts for 24.2% of the variance in employee retention (R?= .242). The findings
reveal that S-ESG has a significant positive effect on employee retention (p < .001), while
E-ESG has a moderately significant impact on employee retention (p = .006). However,
there is no statistical significance found between G-ESG and employee retention. The
values indicate that S-ESG has the strongest impact on employee retention (f = .312),
followed by E-ESG (f = .163). The Gen Y regression model does not exhibit serious
multicollinearity since all VIFs are less than 10 (Myers, 1990), and the condition index is
less than 30 (Kennedy, 2008).

Table 7: Regression Model Results for Gen Y (N = 344)
DV = Employee retention; R2=.242, R2%.4; = .235, F(3, 340) = 36.124, p <.001; CI = 18.304

B SE P t p VIF
(Constant) 582 421 1.382 168
X1_E-ESG 180 .065 163 2.778 .006 1.543
X2_S-ESG 493 115 312 4.302 <.001 2.364
Xs_G-ESG 123 104 .084 1.178 239 2.274

Note: DV = Dependent variable; CI = Condition index, B = Regression coefficient, SE =
Standard error, p = Standardized regression coefficient, VIF = Variance inflation factor

Table 8 presents the results of the regression model for Gen Z employees, which
shows that the model is statistically significant [R? = .245, R?.q; = .236, F(3, 259) =27.999, p
<.001]. The model explains 24.5% of the variance in employee retention (R? = .245). The
results indicate that E-ESG is significantly related to employee retention (p < .001), while
the relationship between S-ESG and employee retention is less significant (p = .040).
However, no statistical significance exists between G-ESG and employee retention (p
= .470). According to the ff values, E-ESG has the strongest impact on employee retention
(P = .340), followed by S-ESG (f = .173).
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The results from Table 7 and Table 8 show that the relationship between E-ESG
and employee retention is stronger among Gen Z employees (f = .340, p <.001) compared
to the Gen Y group (f = .163, p < .001), supporting H1b. Contrary to H2b, the study finds
that S-ESG has a weaker impact on employee retention among Gen Z employees (8 = .173,
p < .001) than in the Gen Y group (8 = .312, p < .001). Finally, since no significant
relationship is found between G-ESG and employee retention in the full model (8 = .056,
p = .266), H3Db is rejected.

Moreover, no serious multicollinearity exists in the Gen Z regression model as all
VIFs are less than 10 (Myers, 1990), and the condition index is less than 30 (Kennedy,
2008). Overall, these results provide further evidence that E-ESG and S-ESG can
significantly positively affect employee retention, particularly among younger
generations, and that G-ESG may not be as relevant.

Table 8: Regression Model Results for Gen Z (N = 263)
DV = Employee retention; R2=.245, R2.4; = .236, F(3, 259) = 27.999, p <.001, CI =17.123

B SE B t p VIF
(Constant) -.054 488 -.110 912
Xi_E-ESG 462 .088 340 5.282 <.001 1.419
Xo_S-ESG 284 137 173 2.068 .040 2.394
Xs_G-ESG .091 126 062 724 470 2.495

Note: DV = Dependent variable; CI = Condition index, B = Regression coefficient, SE =
Standard error, § = Standardized regression coefficient, VIF = Variance inflation factor

Discussion

This study seeks to understand the collective impacts of ESG factors (i.e., E-ESG,
S-ESG, and G-ESG) on employee retention during the COVID-19 pandemic while
examining the effect of generational differences between Gen Y and Gen Z. The study
surveyed a total of 716 respondents. The evidence indicates that E-ESG (f = .249, p <.001)
and S-ESG (f = .261, p <.001) have significant and positive impacts on employee retention,
supporting Hla and H2a, respectively. These findings are consistent with prior empirical
studies (e.g., Shetty & Gujarathi, 2013; Likhitkar & Verma, 2017), which suggest that
employers who exhibit environmentally responsible behavior and demonstrate a
commitment to social issues have a higher chance of retaining their employees. However,
no significant relationship was found between G-ESG and employee retention ( = .056,
p = .266), rejecting H3a and H3b. This result contrasts with previous research by
Safieddine et al. (2009), and Hirota et al. (2010), but the differences may be attributed to
the varying contexts of the samples used in these studies, such as industry, country, or
culture.
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This study also explores the moderating role of generational differences on the
relationships between ESG factors and employee retention. The findings indicate that
Gen Z has a stronger connection between E-ESG and employee retention (ff = .340, p
<.001) than Gen Y (f = .163, p < .05), supporting H1b. This finding aligns with previous
studies (e.g., Zaharee et al., 2018; Zainee & Puteh, 2020) that suggest younger
generations are more willing to stay with environmentally responsible organizations.
The study also finds that S-ESG has a stronger impact on employee retention among
GenY (f =.312, p <.001) compared to Gen Z (f = .173, p < .001), partially supporting
H2b. However, this finding contradicts previous research (e.g., Goessling, 2017; Zainee
& Puteh, 2020), which suggests that S-ESG has a stronger impact on employee retention
for younger generations. This discrepancy may be attributed to differences in the work
experiences of Gen Z respondents, which may be limited compared to those of Gen Y
respondents. The results are summarized in Table 9.

Table 9: Summary of Research Findings

Hypothesis Relationship Moderator Conclusion

Hla E-ESG — Employee Retention / Supported

H1b E-ESG — Employee Retention Generations Supported

H2a S-ESG — Employee Retention / Supported

H2b S-ESG — Employee Retention Generations Partially Supported
H3a G-ESG — Employee Retention / Rejected

H3b G-ESG — Employee Retention Generations Rejected

The results of this study also provide important managerial implications for
businesses that aim to retain employees. First and foremost, it is important to stress that
the results of this study should not be construed as implying that organizations make any
work-related decisions based on an individual’s demographic characteristics unless those
traits such as generation and age have been unequivocally shown to meet the strict legal
standards of a bona fide occupational qualification. Except in rare cases where an
employee’s demographic traits are critical to their performance, using characteristics
such as age or generation to influence personnel decisions is not only illegal but also
morally wrong. There should be no doubt about the researchers’ position on this matter.

The findings suggest that G-ESG is not a significant factor in employee retention;
thus, it is not recommended to prioritize it in businesses. Instead, companies should
prioritize S-ESG and E-ESG, with S-ESG taking precedence over E-ESG based on the full
data model analysis results. For Gen Y and Gen Z groups, the study suggests different
priority levels for E-ESG and S-ESG. The analysis results for the Gen Y group indicate
that businesses should prioritize S-ESG first, followed by E-ESG. On the other hand,
based on the analysis results for the Gen Z group, companies should prioritize E-ESG
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tirst, followed by S-ESG. The findings suggest that businesses should emphasize S-ESG
initiatives to improve overall employee retention, particularly among Gen Y employees.
For Gen Z employees, prioritizing E-ESG initiatives is recommended to improve
retention rates.

Conclusion

This study examines the impact of environment-related ESG, society-related ESG,
and corporate governance-related ESG on employee retention. Multiple regression
analysis is employed to analyze the influence of these ESG factors on employee retention.
The results indicate that S-ESG has the highest impact on employee retention, followed
by E-ESG. In contrast, the relationship between G-ESG and employee retention is found
to be insignificant. These findings are consistent with the results observed in the Gen Y
group (aged 25-39). In contrast, for the Gen Z group (aged 18-24), E-ESG exerts a greater
impact on employee retention, followed by S-ESG. Across all models, no significant
relationship was found between G-ESG and employee retention.

While the findings provide meaningful implications for employee retention
research, there are several limitations to consider in this research study. Firstly,
establishing strong causal relationships is challenging due to the utilization of cross-
sectional survey data. Thus, it is advisable to interpret the analysis results cautiously.
Secondly, the sample was collected in the U.S. during the COVID-19 pandemic, so
caution should be exercised when generalizing the findings to other countries or cultures.
Researchers are encouraged to conduct longitudinal studies to investigate the evolving
perceptions of ESG among employees. Thirdly, although multiple regression analysis is
appropriate for examining the effects of three ESG dimensions on a single dependent
variable (employee retention), more robust statistical techniques such as structural
equation modeling can be considered when research models incorporate multiple
endogenous/dependent variables (e.g., job satisfaction, firm performance). Finally, due
to time and funding constraints, this study only explores the implications of employee
retention for two generations, Gen Y and Gen Z, as moderators. Exploring other potential
moderating variables such as job type, job location, and firm size is recommended. We
hope that this study will stimulate researchers' interest in pursuing these issues in their
future endeavors.

15



Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

References

Abdul Rahman, R., & Alsayegh, M. F. (2021). Determinants of corporate environment,
social and governance (ESG) reporting among Asian firms. Journal of Risk and
Financial Management, 14(4), 167. DOI: 10.3390/jrfm14040167

Annan, K. (2004). Who Cares Wins: Connecting Financial Markets to a Changing World.
Washington, D.C.: World Bank Group. Retrieved from
https:/ /documentsl.worldbank.org/curated/en/280911488968799581 / pdf/1132
37-WP-WhoCaresWins-2004.pdf

Arici, HE., Arasli, H.,, Koseoglu, M.A., Sokmen, A. & Arici, N.C. (2023). Job
embeddedness in hospitality and tourism scholarship: past, present, and future
research agenda. International Journal of Hospitality Management, 109, 103417. DOI:
10.1016/j.ijhm.2022.103417

Armstrong-Stassen, M. A., & Schlosser, F. (2008). Benefits of a supportive development
climate for older workers. Journal of Managerial Psychology, 23(4), 419-437. DOL:
10.1108/02683940810869033

Basnyat, S., & Lao, C. S. C. (2019). Employees” perceptions on the relationship between
human resource management practices and employee turnover: a qualitative
study. Employee Relations, 42(2), 453-470. DOI: 10.1108 / ER-04-2019-0182

Bateh, D. (2019). Leadership from millennials to Generation Z transformed. Journal of
Advanced Management Science, 7(1), 11-14. DOI: 10.18178 /joams.7.1.11-14

Benn, S., Teo, S. T., & Martin, A. (2015). Employee participation and engagement in
working for the environment. Personnel Review, 44(4), 492-510. DOI: 10.1108 /PR-
10-2013-0179

Bernardino, P. (2021). Engaging employees through corporate social responsibility
programs: aligning corporate social responsibility and employee engagement.
Journal of Organizational Psychology, 21(1), 105-113. DOI: 10.33423 /jop.v21i1.4029

Bode, C., Singh, J., & Rogan, M. (2015). Corporate social initiatives and employee
retention. Organization Science, 26(6), 1702-1720. DOI: 10.1287/ orsc.2015.1006

Burke, J. J. (2022). Do boards take environmental, social, and governance issues seriously?
Evidence from media coverage and CEO dismissals. Journal of Business Ethics,
176(4), 647-671. DOL: 10.1007 /s10551-020-04715-x

Carnahan, S., Kryscynski, D., & Olson, D. (2017). When does corporate social
responsibility reduce employee turnover? Evidence from attorneys before and

16


https://sciprofiles.com/profile/1047361
https://doi.org/DOI:%2010.1016/j.ijhm.2022.103417
https://doi.org/DOI:%2010.1016/j.ijhm.2022.103417
https://doi.org/DOI:%2010.1108/02683940810869033
https://doi.org/DOI:%2010.1108/02683940810869033
https://doi.org/DOI:10.1108/ER-04-2019-0182
https://doi.org/10.18178/joams.7.1.11-14
https://doi.org/10.1108/PR-10-2013-0179
https://doi.org/10.1108/PR-10-2013-0179
https://doi.org/DOI:%2010.33423/jop.v21i1.4029
https://doi.org/10.1287/orsc.2015.1006
doi:%2010.1007/s10551-020-04715-x

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

after 9/11. Academy of Management Journal, 60(5), 1932-1962. DOI:
10.5465/amj.2015.0032

Cloutier, O., Felusiak, L., Hill, C., & Pemberton-Jones, E. J. (2015). The importance of
developing strategies for employee retention. Journal of Leadership, Accountability
and Ethics, 12(2), 119-129.

Colvin, R. M., Witt, G. B, & Lacey, ]. (2015). The social identity approach to
understanding socio-political conflict in environmental and natural resources
management. Global Environmental Change, 34, 237-246. DOL:
10.1016/j.¢loenvcha.2015.07.011

Das, B. L., & Baruah, M. (2013). Employee retention: a review of literature. Journal of
Business and Management, 14(2), 8-16. DOI: 10.9790/487X-1420816

Dhopade, P. (2016). Support Generation Z. Benefits Canada, 40(2), 22-23.

Escrig-Olmedo, E., Ferndndez-Izquierdo, M. A., Ferrero-Ferrero, 1., Rivera-Lirio, .M, &
Munoz-Torres, M. J. (2019). Rating the raters: evaluating how ESG rating agencies
integrate  sustainability = principles.  Sustainability, 11(3), 915. DOIL
10.3390/su11030915

Goessling, M. (2017). Attraction and retention of generations X, Y and Z in the workplace.
Integrated Studies. Retrieved from
https:/ /digitalcommons.murraystate.edu/bis437 /66

Grove, H., & Clouse, M. (2018). Focusing on sustainability to strengthen corporate
governance. Corporate Governance and Sustainability Review, 2(2), 38-47. DOL:
10.22495 / cgsrv2i2p4

Harsch, K., & Festing, M. (2020). Dynamic talent management capabilities and
organizational agility — a qualitative exploration. Human Resource Management,
59(1), 43-61. DOI: 10.1002/hrm.21972

Hirota, S., Kubo, K., Miyajima, H., Hong, P., & Won Park, Y. (2010). Corporate mission,
corporate policies and business outcomes: evidence from Japan. Management
Decision, 48(7), 1134-1153. DOI: 10.1108/00251741011068815

Holtom, B. C., & O’Neill, B. S. (2004). Job embeddedness: a theoretical foundation for
developing a comprehensive nurse retention plan. The Journal of Nursing
Administration, 34, 216 -227. DOI: 10.1097/00005110-200405000-00005

Hsiao, A., Ma, E., Lloyd, K., & Reid, S. (2020). Organizational ethnic diversity’s influence
on hotel employees’ satisfaction, commitment, and turnover intention: Gender’s

17


https://doi.org/10.5465/amj.2015.0032
https://doi.org/10.5465/amj.2015.0032
https://doi.org/DOI:%2010.1016/j.gloenvcha.2015.07.011
https://doi.org/DOI:%2010.1016/j.gloenvcha.2015.07.011
https://doi.org/DOI:%2010.9790/487X-1420816
https://doi.org/DOI:%2010.3390/su11030915
https://doi.org/DOI:%2010.3390/su11030915
https://digitalcommons.murraystate.edu/bis437/66
https://doi.org/DOI:%2010.3390/su11030915
https://doi.org/DOI:%2010.3390/su11030915
https://doi.org/DOI:%2010.1002/hrm.21972
https://doi.org/10.1108/00251741011068815
https://doi.org/DOI:%2010.1097/00005110-200405000-00005

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

moderating role. Journal of Hospitality & Tourism Research, 44(1), 76-108. DOLI:
10.1177/10963480198836

Hsueh, L. (2019). Opening up the firm: what explains participation and effort in voluntary
carbon disclosure by global businesses? An analysis of internal firm factors and
dynamics. Business Strateqy and the Environment, 28(7), 1302-1322. DOI:
10.1002/bse.2317

Huang, D. Z. (2021). Environmental, social and governance (ESG) activity and firm
performance: a review and consolidation. Accounting & Finance, 61(1), 335-360.
DOI: 10.1111 /acfi.12569

Ikram, A., Fiaz, M., Mahmood, A., Ahmad, A., & Ashfaq, R. (2021). Internal corporate
responsibility as a legitimacy strategy for branding and employee retention: a

perspective of higher education institutions. Journal of Open Innovation, 7(1), 1-12.
DOI: 10.3390/joitmc7010052

Kennedy P. (2008). A Guide to Econometrics (6th ed.). Malden, MA: Blackwell.

Kennett-Hensel, P. A., & Payne, D. M. (2018). Guiding principles for ethical change
management. Journal of Business and Management, 24(2), 19-45. DOL
10.6347/1BM.201809 24(2).0002

Khan, M. (2019). Corporate governance, ESG, and stock returns around the world.
Financial Analysts Journal, 75(4), 103-123. DOI: 10.1080/0015198X.2019.1654299

Kuratko, D. F., McMullen, J. S., Hornsby, J. S., & Jackson, C. (2017). Is your organization
conducive to the continuous creation of social value? Toward a social corporate
entrepreneurship  scale.  Business  Horizons,  60(3), 271-283.  DOL:
10.1016/j.bushor.2016.12.003

Li, Z., Feng, L., Pan, Z., & Sohail, H. M. (2022). ESG performance and stock prices:
evidence from the COVID-19 outbreak in China. Humanities and Social Sciences
Communications, 9(1), 1-10. DOI: 10.1057 /s41599-022-01259-5

Likhitkar, P., & Verma, P. (2017). Impact of green HRM practices on organization
sustainability and employee retention. International Journal for Innovative Research
in Multidisciplinary Field, 3(5), 152-157.

Lisin, A., Kushnir, A., Koryakov, A. G., Fomenko, N., & Shchukina, T. (2022). Financial
stability in companies with high ESG Scores: evidence from North America using
the Ohlson O-Score. Sustainability, 14(1), 479. DOI: 10.3390/su14010479

18


https://doi.org/DOI:%2010.1177/10963480198836
https://doi.org/DOI:%2010.1177/10963480198836
https://doi.org/DOI:%2010.1002/bse.2317
https://doi.org/DOI:%2010.1002/bse.2317
https://doi.org/DOI:%2010.1002/bse.2317
https://doi.org/10.3390/joitmc7010052
https://doi.org/DOI:%2010.6347/JBM.201809_24(2).0002
https://doi.org/DOI:%2010.6347/JBM.201809_24(2).0002
https://doi.org/10.1080/0015198X.2019.1654299
https://doi.org/10.1016/j.bushor.2016.12.003
https://doi.org/10.1016/j.bushor.2016.12.003
https://doi.org/DOI:%2010.6347/JBM.201809_24(2).0002
https://doi.org/DOI:%2010.3390/su14010479

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

McGlone, T., Spain, J. W., & McGlone, V. (2011). Corporate social responsibility and
millennials.  Journal of Education for Business, 86(4), 195-200. DOI:
10.1080/08832323.2010.502912

Meng, Z., Zhou, Y., Li, E. Y., Peng, X, & Qiu, R. (2023). Environmental and economic
impacts of drone-assisted truck delivery under the carbon market price. Journal of
Cleaner Production, 401, 136758. DOI: 10.1016/}.jclepro.2023.136758

Myers, R.H. (1990). Classical and Modern Regression with Applications (2" ed.). Boston, MA:
PWS Kent.

Paruzel, A., Danel, M., & Maier, G.W. (2020). Scrutinizing social identity theory in
corporate social responsibility: an experimental investigation. Frontier in
Psychology, 11, 580620. DOI: 10.3389/ fpsyg.2020.580620

Pasko, R., Maellaro, R., & Stodnick, M. (2021). A study of millennials” preferred work-
related attributes and retention. Employee Relations, 43(3), 774-787. DOI:
10.1108/ ER-05-2020-0224

Ruan, L., & Liu, H. (2021). Environmental, social, governance activities and firm
performance: evidence from China. Sustainability, 13(2), 767. DOL
10.3390/su13020767

Safieddine, A., Jamali, D., & Noureddine, S. (2009). Corporate governance and intellectual
capital: evidence from an academic institution. Corporate Governance, 9(2), 146-157.
DOI: 10.1108/14720700910946596

Sanusi, F. A., & Johl, S. K. (2022). Output is performance: the nexus between internal
corporate social responsibility and job continuity decision. Journal of Management
Information and Decision Sciences, 25(1), 1-17.

Shetty, B. R., & Gujarathi, R. (2013). Hospitals’ green practices as drivers of talent
retention. Journal of Organization & Human Behavior, 2(3), 9-16.

Singh, R., Sharma, P., Foropon, C., & Belal, H. M. (2022). The role of big data and
predictive analytics in the employee retention: a resource-based view. International
Journal of Manpower, 43(2), 411-447. DOI: 10.1108 /1JM-03-2021-0197

Sodhi, M. S., & Tang, C. S. (2018). Corporate social sustainability in supply chains: a
thematic analysis of the literature. International Journal of Production Research, 56(1-
2), 882-901. DOI: 10.1080/00207543.2017.1388934

Sumlin, C., Hough, C., & Green, K. (2021). The impact of ethics environment,
organizational commitment, and job satisfaction on organizational performance.

19


https://doi.org/10.1080/08832323.2010.502912
https://doi.org/10.1080/08832323.2010.502912
https://doi.org/DOI:%2010.1016/j.jclepro.2023.136758
https://doi.org/DOI:%2010.1016/j.jclepro.2023.136758
https://doi.org/10.1108/ER-05-2020-0224
https://doi.org/10.1108/ER-05-2020-0224
https://doi.org/DOI:%2010.1016/j.jclepro.2023.136758
https://doi.org/DOI:%2010.1016/j.jclepro.2023.136758
https://doi.org/DOI:%2010.1016/j.jclepro.2023.136758
https://doi.org/10.1108/IJM-03-2021-0197
https://doi.org/DOI:%2010.1080/00207543.2017.1388934

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

Journal of Business and Management, 27(1), 53-78. DOI:
10.6347/]BM.202103 27(1).0003

Ting, . W. K., Azizan, N. A., Bhaskaran, R. K., & Sukumaran, S. K. (2019). Corporate
social performance and firm performance: comparative study among developed
and emerging market firms. Sustainability, 12(1), 26. DOI: 10.3390/su12010026

Woo, H., & Jin, B. (2015). Apparel firms’ corporate social responsibility communications:

Cases of six firms from an institutional theory perspective. Asia Pacific Journal of
Marketing and Logistics, 28(1), 37-55. DOI: 10.1108/ APJML-07-2015-0115

Woo, H., & Jin, B. (2016). Culture doesn’t matter? The impact of apparel companies’
corporate social responsibility practices on brand equity. Clothing and Textiles
Research Journal, 34(1), 20-36. DOI: 10.1177/0887302X15610010

Zaharee, M., Lipkie, T., Mehlman, S. K., & Neylon, S. K. (2018). Recruitment and retention
of early-career technical talent. Research-Technology Management, 61(5), 51-61. DOI:
10.1080/08956308.2018.1495966

Zainee, I. A., & Puteh, F. (2020). Corporate social responsibility impact on talent retention
among generation Y. Revista De Gestdo, 27(4), 369-392. DOI: 10.1108/REGE-06-
2019-0070

Zumente, 1., & Bistrova, ]. (2021). ESG importance for long-term shareholder value

creation: Literature vs. practice. Journal of Open Innovation: Technology, Market, and
Complexity, 7(2), 127-140. DOI: 10.3390/joitmc7020127

20


https://doi.org/DOI:%2010.1080/00207543.2017.1388934
https://doi.org/DOI:%2010.1080/00207543.2017.1388934
https://doi.org/DOI:%2010.3390/su12010026
https://doi.org/DOI:%2010.1108/APJML-07-2015-0115
https://doi.org/DOI:%2010.1177/0887302X15610010
https://doi.org/10.1080/08956308.2018.1495966
https://doi.org/10.1080/08956308.2018.1495966
https://doi.org/DOI:10.1108/REGE-06-2019-0070
https://doi.org/DOI:10.1108/REGE-06-2019-0070
https://doi.org/DOI:10.3390/joitmc7020127

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

About the Authors

C. Christopher Lee, Ph.D.
Professor
Department of Management & Organization
School of Business
Central Connecticut State University
New Britain, CT 06050, U.S.A.
(860) 832-3288
E-mail: christopher.lee@ccsu.edu

Joley L. Luppi, MBA Student
School of Business
Central Connecticut State University
New Britain, CT 06050, U.S.A.
E-mail: shawijol@my.ccsu.edu

Tyler Simmons, MBA Student
School of Business
Central Connecticut State University
New Britain, CT 06050, U.S.A.
E-mail: tsimmons@my.ccsu.edu

BaoTram Tran, MBA Student
School of Business
Central Connecticut State University
New Britain, CT 06050, U.S.A.
E-mail: baotram.tran@my.ccsu.edu

Ruoqing Zhang, Ph.D.*
Assistant Professor
Department of Management & Organization
School of Business
Central Connecticut State University
New Britain, CT 06050, U.S.A.
(860) 832-3280
E-mail: rzhane@ccsu.edu

*Corresponding author

C. Christopher Lee is a Professor of Management at Central Connecticut State University.
He earned his Ph.D. in Business Administration with a major in Decision Sciences and a

21


mailto:christopher.lee@ccsu.edu
mailto:shawjol@my.ccsu.edu
mailto:tsimmons@my.ccsu.edu
mailto:baotram.tran@my.ccsu.edu
mailto:rzhang@ccsu.edu

Lee et al. / Journal of Business and Management, 29(1), July 2023, 1-22

minor in Finance from Saint Louis University. His works have appeared in journals such
as International Transactions of Operational Research, Physica A: Statistical Mechanics and Its
Applications, Benchmarking: An International Journal, Evidence-Based HRM, International
Review of Financial Analysis, International Journal of Enterprise Information Systems, Academy
of Marketing Studies Journal, etc.

Joley L. Luppi, Tyler Simmons, and BaoTram Tran are Central Connecticut State
University MBA students.

Ruoqing Zhang is an Assistant Professor of Management at Central Connecticut State
University. He earned his Ph.D. in Business Administration from New Mexico State
University. His works have been published in the International Journal of Quality &
Reliability Management and Accountancy Business & the Public Interest.

22



