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Taking Stock of Work-Family Initiatives: How
Announcements of “Family-Friendly” Human
Resource Decisions Affect Shareholder Value

Michelle M. Arthur and Alison Cook

Abstract

This study examines share price reactions to 231 work-family human resource policies adopted
by Fortune 500 companies and announced in the Wall Street Journal between 1971 and 1996. Con-
sistent with past research, the results suggest that firm announcements of work-family initiatives
positively affected shareholder return. The authors also empirically test three hypotheses con-
cerning how the timing of work-family initiatives influences shareholder reaction. They find that
a pioneering company announcing the first-ever implementation of a work-family initiative was
likely to realize a larger announcement-day share price increase than did later adopters of the
same initiative; the first workfamily announcement released by a firm influenced announcement-
day share price more than did successive work-family announcements by the same firm; and share
price reactions to work-family human resource decisions were not importantly affected by whether
those decisions followed a gender discrimination suit.
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This study examines share price reactions to 231 work-family human resource
policies adopted by Fortune 500 companies and announced in the Wall Street
Journal between 1971 and 1996.  Consistent with past research, the results
suggest that firm announcements of work-family initiatives positively affected
shareholder return.  The authors also empirically test three hypotheses con-
cerning how the timing of work-family initiatives influences shareholder reac-
tion.  They find that a pioneering company announcing the first-ever implemen-
tation of a work-family initiative was likely to realize a larger announcement-day
share price increase than did later adopters of the same initiative; the first work-
family announcement released by a firm influenced announcement-day share
price more than did successive work-family announcements by the same firm;
and share price reactions to work-family human resource decisions were not
importantly affected by whether those decisions followed a gender discrimina-
tion suit.
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ork-family programs have long been
considered innovative; however,

newer arguments suggest they should also
be considered a best practice (Perry-Smith
and Blum 2001).  Work-family programs
may provide the infrastructure necessary to
attract the best human resources.  Research-
ers have shown that such programs increase
firms’ ability to attract and retain employ-
ees (Carmichael 1984; Grover and Crooker
1995; Thompson, Beauvais, and Carter
1997).  Further, scholars have found that
work-family programs allow employees to

work more efficiently (Gannon, Norlan,
and Robeson 1983; Rothausen, Gonzalez,
Clarke, and O’Dell 1998).  Consistent with
those results, researchers also have found
that work-family programs positively affect
perceived firm performance (Perry-Smith
and Blum 2001).

This study adds to our understanding of
the relationship between work-family ini-
tiatives and firm-level outcomes in several
ways.  First, we add to a limited literature
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investigating the relationship between work-
family programs and capital markets
(Arthur 2003).  Specifically, we examine
share price reactions to firm announce-
ments of work-family programs.  Second,
we introduce timing as an important vari-
able to consider in modeling the relation-
ship between human resource initiatives
and firm performance.  In doing so, we
apply the first-mover advantage (FMA)
model, a model typically applied to the
product market, to the human resource
market.  The combination of a focus on
work-family programs, the FMA model, and
the consideration of timing allows us to
introduce previously untested hypotheses.

As a starting point, we discuss the histori-
cal evolution and definition of work-family
programs.  We then examine the literature
suggesting a relationship between human
resource initiatives and share price reac-
tion, and we discuss why we expect to find
such a relationship.  Further, we explore
investor reactions, across organizations and
within organizations, to initial work-family
announcements versus subsequent work-
family announcements.  We conclude by
examining whether investors’ reactions to
a work-family announcement are influenced
by whether the firm making the announce-
ment has experienced negative gender-re-
lated press.

Historical Overview

Work-family scholars trace the develop-
ment of work-family programs to World
War II (Glass and Estes 1997).  At that time,
men were called to war, and women were
required to work in war-supporting manu-
facturing industries (Glass and Estes 1997).
The government, recognizing the need to
lighten the burden that dual family and
work responsibilities placed on women,
opened temporary childcare centers (Glass
and Estes 1997).  National firms did not
begin to replicate government-instituted
onsite childcare centers until the early
1970s.  For practical purposes, in fact, Stride
Rite Corporation’s 1971 adoption of the
first widely publicized onsite childcare cen-
ter was the first work-family initiative by a

major corporation.1  Throughout the 1970s
and 1980s several derivatives of onsite
childcare centers were developed.
Childcare programs such as off-site consor-
tiums, emergency/sick care centers, and
referral services provided a lower-cost al-
ternative to onsite childcare centers (Fried-
man 1990).  In the late 1980s, work-family
programs evolved to include elder care ser-
vices and family counseling services (Fried-
man 1990).

In the 1990s, when firms began to recog-
nize time flexibility as a way to alleviate
work and family conflict, they developed
programs such as flextime, compressed and
shorter workweeks, job sharing, and
telecommuting.  Restructuring the way
people work is, perhaps, the most expen-
sive work-family human resource adapta-
tion.  Work-family programs tend to fall
into three categories:  dependent care, fam-
ily stress abatement programs, and flexible
work arrangements.  This paper defines
work-family programs as any human re-
source program designed to alleviate work
and family conflict.

Literature Review

Using the event study methodology, re-
searchers have explored the relationship
between human resource practices and
share price reactions (see Table 1).  Schol-
ars have examined the negative impact on

1Observers have cited Stride Rite’s childcare pro-
gram as precedent-setting.  “The company [Stride
Rite] is widely credited with having pioneered on-site
daycare” (Beer 1997); “When Stride Rite Corporation
opened its on-site daycare center in Roxbury, MA in
1971, it was a pioneering achievement” (McIntyre
2000).  Our confidence that few if any important
work-family initiatives were implemented prior to
1971 is strengthened by Friedman’s (1990) overview
of such initiatives.  Recognizing Stride Rite as the
organization with the first on-site daycare, Friedman
went on to say, “During the 1970’s there was scattered
corporate experimentation with childcare, but seri-
ous activity did not occur until the 1980’s…. Serious
corporate interest in work and family concerns began
with a handful of companies sponsoring on-site
childcare centers in the late 1970’s.  Throughout the
1980’s interest mushroomed.”
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share price of human resource actions such
as strikes (DiNardo and Hallock 2002) and
layoffs (Datta and Iskandar-Datta 1996;
DiNardo and Hallock 2002; Farber and
Hallock 1999; Hallock 1998).  The results
suggest that share price decreases on the
day of the announcement.

Other scholars have focused on share
price reactions to announcements of hu-
man resource program awards (Filbeck
2001; Hannon and Milkovich 1996; Wright,
Ferris, Hiller, and Kroll 1995; Lauterbach
and Vu 1992).  These studies suggest that
reputation creates wealth and moderates
the announcement–share price relation-
ship.  Several awards have been examined,
including “20 Best Places to Work” (Filbeck
2001), Department of Labor Awards for
Affirmative Action (Wright, Ferris, Hiller,
and Kroll 1995), and “Best Manager Award”
(Lauterbach and Vu 1992).  The results
have been mixed at best.  Hannon and
Milkovich (1996) conducted perhaps the
most comprehensive study of firm awards,
examining “Best for Blacks,” “Most Pre-
ferred,” “100 Best to Work For,” “Best for
Working Mothers,” “Best for Women,” and
“Best for Black Engineers.”  The “Best for
Working Mothers” award produced the only
statistically significant positive share price
reaction.

Aside from general human resource
awards, Abowd, Milkovich, and Hannon
(1990) examined more specific human re-
source practices or “general human re-
source systems changes,” of which work-
family policies were a component.  The
results did not show a consistent pattern,
and the authors suggested that future re-
search should focus on specific types of
human resource decisions.  Arthur (2003),
using institutional theory, focused exclu-
sively on work-family policies.  Her research
examined pre- and post-institutionalization
share price reactions to work-family an-
nouncements.  In addition, several firm
characteristics were investigated as poten-
tial moderators of the relationship.  The
present paper, like Arthur (2003), looks
solely at work-family policies.  Our study,
using an efficiency-based perspective, fo-
cuses on work-family programs and specifi-

cally examines the timing of a work-family
announcement.

Hypotheses

The costs of work-family programs vary
based on the type, size, and location of the
program.  Government estimates of the
costs of childcare programs range from $20
thousand to $1 million.  As an incentive to
firms, the government offers a 25% tax
break to corporations that open a childcare
center with certain qualifications.  While
firms incur costs from work-family pro-
grams, human resource theorists suggest
that the programs are a profitable invest-
ment.

Human resource theory suggests that the
benefits of a work-family program will ex-
ceed the costs.  Within the price-theoretic
model, the underlying processes are com-
plex.  Scholars argue that by announcing a
work-family human resource decision to
investors, a firm reveals its intention to
provide the infrastructure necessary for it
to become more efficient in three different
ways.

First, the announcement of an innova-
tive work-family policy allows organizations
to manipulate their organizational reputa-
tion and create “intangible wealth”
(Fombrun 1996).  This intangible wealth
allows a firm to attract an enlarged pool of
applicants (Carmichael 1984).  A larger
applicant pool from which to select work-
ers, assuming selection processes are reli-
able, should result in the hiring of more
qualified employees (Hannon and
Milkovich 1996).  Better workers should
yield higher productivity and profits, for a
sustained competitive advantage (Hannon
and Milkovich 1996).  Noting this sequence
of events, investors should influence firm
stock price to reflect the increased firm
value.

Second, the organization will be better
able to retain talented employees (Grover
and Crooker 1995; Thompson, Beauvais,
and Carter 1997).  Grover and Crooker
(1995) found that employees who had ac-
cess to work-family programs evinced
greater organizational attachment and less
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intention to quit their jobs, regardless of
the extent to which they benefited from the
policy, than did employees who lacked ac-
cess to such programs.  Lower turnover
rates reduce employers’ training costs.
Retaining talented employees allows firms
to maintain the human resources necessary
for a competitive advantage.  The reactions
of potential investors who recognize that
work-family human resource programs will
generate lower turnover rates and greater
firm commitment, and hence lower operat-
ing costs, should increase firm value.

Third, many of these programs do help
employees to balance work and family life.
Initial studies suggested that work-family
policies reduced work-family conflict, thus
generating less employee absenteeism,
higher levels of employee satisfaction, and
potentially more productive employees
(Gannon, Norland, and Robeson 1983).
Follow-up research qualified those initial
findings with evidence that while users of
the programs could better balance work
and family, many non-users who did not
need the programs resented them, and oth-
ers who needed them but could not access
them were frustrated (Goff, Mount, and
Jamison 1990; Kossek and Nichol 1992).
However, an investigation of the potential
“backlash” to work-family policies led re-
searchers to conclude that policies offering
assistance to employees in need are inter-
preted by workers in general as a sign of
concern for them, and positively affect their
behaviors (Grover and Crooker 1995), and
current research suggests that the benefits
to employees of work-family programs ex-
ceed the potential costs of any backlash
(Rothausen, Gonzalez, Clarke, and O’Dell
1998).  Indeed, if employees can better
balance work and family concerns, it seems
reasonable to expect them to be more sat-
isfied, less prone to absenteeism, and more
productive (Rothausen, Gonzalez, Clarke,
and O’Dell 1998).

All three human resource processes al-
low an organization to develop a more pro-
ductive work force.  Assuming investors
perceive that the gains in efficiency will
exceed the costs of the program, the ex-
pected profitability and value of the organi-

zation should increase.  Hence, we hypoth-
esize that firm announcements of work-
family human resource decisions will posi-
tively affect shareholder return.

We extend the human resource litera-
ture by introducing timing, a variable com-
monly considered in the strategic manage-
ment literature.  Strategy theorists con-
sider the importance of timing in the pro-
cess of capturing product markets (for ex-
ample, Lieberman and Montgomery 1998).
Specifically, the FMA framework has pro-
vided the theoretical underpinnings to
numerous studies on early market entry
and market share (for example, Brown and
Lattin 1994).  First-movers or “pioneers”
have the potential to acquire superior re-
sources and capabilities, and thus to gain
competitive advantage (Lieberman and
Montgomery 1998).  Strategy theorists find
timing moderates the relationship between
managerial decisions and firm performance
in product markets.

Timing should play a role in the human
resource market as well.  Similar to the
product market, the human resource mar-
ket requires strategy and innovation to se-
cure talented employees (Lieberman and
Montgomery 1998).  A human resource
“pioneer” is the first firm to gain wide-
spread publicity for announcing a new hu-
man resource policy—the first firm, for
example, to announce a day care or elder
care program, or any innovative work-fam-
ily initiative.  As a first-mover or a pioneer,
a firm can capitalize on its competitive
advantage (Lieberman and Montgomery
1998).  Introducing an innovative human
resource program allows firms to increase
their applicant pool (Carmichael 1984).  If
employee productivity is normally distrib-
uted, firms will attract more employees of
various productivity levels.  As long as selec-
tion processes are reliable, one would ex-
pect a firm with innovative human resource
programs to acquire better-quality employ-
ees than firms without such programs, all
else equal (Hannon and Milkovich 1996).
As the relationship builds between the
employee and the firm, switching costs may
increase.  The pioneering firms may also
retain the high-quality employees.  Addi-
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tionally, the organizational attachment
and satisfaction gained from a work-fam-
ily policy may secure the retention of new
employees and facilitate increases in firm
efficiency.

For a firm to achieve a sustainable com-
petitive advantage, it must develop a value-
creating strategy that cannot be replicated
by its current or future competitors (Barney
1991).  Being a first-mover could be crucial
in providing a strategic advantage in re-
sponding to an environmental opportunity
(Barney 1991).  Both an enhanced com-
pany reputation and increased applicant
interest among top candidates may ensue.
Given that only one company can be the
first to initiate a specific kind of program, a
first-mover reputation may be difficult or
impossible to imitate (Becker and Gerhart
1996; Barney 1991).  If a work-family pro-
gram is time-dependent—that is, a resource
that can be fully exploited only at a particu-
lar historical moment—other firms that
attempt to duplicate it may meet with con-
siderably less success (Barney 1991).  More-
over, certain strategic advantages associ-
ated with being first to introduce a certain
human resource program can help a com-
pany develop the “best” program of that
kind, which we assume cannot be repli-
cated.  Although other organizations are
able to implement a given work-family ini-
tiative, they may not generate responses
comparable to those elicited by the first-
mover.  Hence, pioneering firms are in the
best position to exploit the resource to
secure a sustained competitive advantage.
We suggest that across organizations, an
announcement by a pioneer of a work-
family human resource decision will have a
larger impact on shareholder return than
successive announcements of the same
policy by other organizations.

Moreover, within an organization, the
first announcement of a work-family hu-
man resource decision may have a larger
impact on shareholder return than succes-
sive work-family decisions by the same firm.
The first work-family announcement favor-
ably affects the reputation of the organiza-
tion.  Similarly, the initial firm commit-
ment to helping workers reconcile work

and family responsibilities may increase a
firm’s ability to attract, retain, and increase
the productivity of employees.  However,
the marginal gain in reputation, as well as
in the attraction and retention of high-
quality employees and gains in efficiency,
may decrease with each succeeding work-
family initiative.  Each work-family initia-
tive announced following the first may add
value, but in decreasing increments.  Since
the positive reputation has already been
accounted for in the stock price, the supple-
mental announcements may spur only mi-
nor additional investor response.  Hence,
we propose that the first commitment to
work-family concerns a firm reveals will
have a larger impact on share price than
subsequent work-family initiatives by the
same firm.

As good reputations guide applicants
toward certain firms, bad reputations push
them away and lead them to choose labor
market competitors (Hannon and
Milkovich 1996).  Reputation affects appli-
cants’ attitudes concerning prospective
employers (Belt and Paolillo 1982).  A firm
that has been involved in a gender discrimi-
nation suit will likely suffer ill repute, and
thus be disadvantaged in the human re-
source market (Fombrun and Shanley
1990).  Furthermore, just as work-family
policies may increase employee satisfaction,
it is logical that a discriminatory climate
may decrease employee satisfaction.  This,
in turn, may result in greater employee
absenteeism and turnover, and likely de-
creased or stagnant productivity.

A firm’s involvement in a gender dis-
crimination suit may influence how the
same firm’s subsequent announcement of
a work-family initiative is received and in-
terpreted by various stakeholders in the
market.  If the stakeholders are skeptical
and interpret the initiative as an act of
desperation by the firm, the potential ben-
efits will be lost (Abowd, Milkovich, and
Hannon 1990).  The gain in reputation
may be marginal, and the work-family policy
may not sufficiently enhance employee sat-
isfaction to allow the firm to increase reten-
tion and efficiency.  Although the an-
nouncement should improve the firm’s
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reputation, it may not elevate it above the
reputations of comparable firms that are
free of negative gender-related press.  As a
result, we propose that announcements of
work-family human resource decisions fol-
lowing negative gender-related human re-
source press attention will have a smaller
impact on shareholder return than similar
announcements that are not preceded by
negative gender-related press.

Methods

The data were collected for firms listed
on Fortune magazine’s Fortune 500 list.
Firms that appeared on the Fortune 500 list
were examined for all years between 1971
and 1996; because of turnover in the list,
the total number of firms that appeared in
the Fortune 500 list at least once over the
26-year sample period was 1,153.  The start-
ing point of 1971 was chosen to include in
the time frame one of the first widely her-
alded onsite childcare centers, which was
established at Stride Rite Corporation and
which, as noted above, was effectively the
first important work-family initiative by a
major company.  We made 1996 the cut-off
year due to a change in reporting in the
Wall Street Journal Index—an annual provid-
ing summaries of articles published daily in
the Wall Street Journal, and the resource
from which we drew human resource policy
and gender discrimination suit data.  In
1996, the Wall Street Journal Index switched
from reporting detailed synopses of articles
to providing keyword descriptions of them.
Therefore, the description of an article
about a work-family human resource initia-
tive would be more broadly classified as a
Human Resource Policy article post–1996
than it was before.  Accounting data and
stock market performance measures were
collected from the Center for Research in
Security Prices (CRSP) at the University of
Chicago, and Compustat provided the data
for firm size.

The sample consists solely of Fortune
500 firms, a restriction that limits the
generalizability of the results.  Our results
may be a large firm effect.  Furthermore,
several scholars have noted that all firms

may not announce all events and the jour-
nal may choose not to report all events with
equal frequency or timeliness (Thompson
et al. 1987).  However, most studies rely on
the Wall Street Journal to identify events.
Furthermore, since the sample essentially
consists of the largest firms in the United
States, any important human resource ini-
tiative among the sampled firms is likely to
be reported.

All announcements pertaining to a work-
family human resource decision were re-
corded and coded.  Over the studied time
period, 231 work-family policies were an-
nounced in the Wall Street Journal.  To en-
sure reliability, two researchers indepen-
dently categorized work-family announce-
ments.  The inter-rater agreement was
88.8%.  Forced rater agreement was used to
code the announcements that raters ini-
tially interpreted differently.

Event Study

An event study, a method typically ap-
plied in finance, was used for this analysis.
The regularity on which event studies rely
is the tendency for new information intro-
duced to the market to trigger immediate
reaction from investors.  In this study, an
event is a firm’s announcement, as posted
in the Wall Street Journal, of a work-family
human resource decision.  New informa-
tion, implicit and explicit, carried by the
firm’s announcement allows investors to
adjust their former outlook regarding the
firm’s potential (Patell 1976).  To the ex-
tent that market participants expect the
announced policy or the announcement
itself to increase future cash flows of the
firm or reduce the risk of the firm’s stock,
immediate action on the part of the inves-
tors will reflect the anticipated change.
Therefore, the announcement of a work-
family human resource decision may in-
crease the appraisal of the firm’s future.

Although event studies use many differ-
ent techniques, they involve four general
steps (see Brown and Warner 1985):  iden-
tify the event; model the normal (expected)
total shareholder returns; estimate the ab-
normal (unexpected) total shareholder
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returns; and analyze summary measures for
abnormal returns.

Initially, the event date of interest was
identified and the normal or expected re-
turns were modeled.  The estimation was
accomplished by statistically modeling the
relation between a firm’s shareholder re-
turn over a given time period (one year or
255 trading days) and the shareholder re-
turn for the same time period arising from
a value-weighted diversified portfolio of
common stocks.  The one-year period was
modeled with an end date of 30 days prior
to the event date.  A value-weighted diversi-
fied portfolio of stock using the American
Stock Exchange (AMEX), the New York
Stock Exchange (NYSE), and the Nasdaq
Stock Market (NASDAQ) provided a bench-
mark.  Estimating the relationship between
each firm’s stock returns and a diversified
portfolio of stocks essentially controls for
any external shocks or trends in the stock
market.  Equation (1) below was used to
estimate the relationship between a given
firm’s return (Rit) and the market portfolio
return (Rmt), where i represents the firm
and t represents time in trading days.

(1) Rit = αi + βiRmt + ηit.

Once the normal or expected share-
holder return was estimated, equation (2)
was used to compute the abnormal or ex-
cess returns (ER) resulting from a work-
family announcement.  Excess returns were
calculated as the difference between the
holding period shareholder return and its
expected value, given the return on the
market.

(2) ERit = Rit – (α̂i – βˆtRmt).

βˆ represents the estimated relationship be-
tween the market return and the firm re-
turn from equation (1).  We calculated
excess returns for various “windows” or days
surrounding the event date or work-family
human resource decision.  Based on the
results of the preliminary trials (and for
reasons that we explain below), we chose to
use two windows exclusively in our analy-
ses:  one day (the day of the event) and
three days (one day before the event, the

event day itself, and one day following the
event).  In addition to excess returns for
each firm, several other statistics were cal-
culated.  The average excess returns (AER)
were reported.  The average excess returns
are the sum of the excess returns divided by
the number of events (N).  The average
excess return for day t was calculated as

(3) AERt =               .

Further, cumulative average excess returns
(CAER) were computed.  The cumulative
average excess returns are the sum of the
average excess returns over the days in the
event window.  The cumulative average
excess returns for the relevant event group
were computed over the days in the event
window, where t1 and t2 represent the first
and last day, respectively:

(4) CAERt = ΣAERt.

While researchers have examined win-
dow lengths exceeding a 60-day time span,
we present a maximum window length of
three days and a minimum of one day.
Scholars debate the appropriate length of
an event study window.  One key concern is
that as the event window lengthens, the
likelihood of the presence of confounding
events increases (McWilliams and Siegel
1997).  If this is the case, the true relation-
ship between the event and shareholder
return may be clouded by other informa-
tion released regarding the firm.  To ad-
dress this concern, we present three sets of
results.  The first set (n = 231) includes all
work-family human resource decisions with
confounding announcements included.  In
the second set (n = 176), we eliminate any
work-family announcement if another an-
nouncement by the same firm was issued
on the same day.  In the third set (n = 130),
if another announcement by the same firm
was released the day before, the day of, or
the day after the human resource decision
announcement, the work-family announce-
ment is excluded.  We view the last data set
as providing for the cleanest examination

N

i=1
Σ ERit

N

t2

t=t1
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of the work-family policy and shareholder
return relationship.

A standard parametric significance test
was performed.  The test statistic is for the
null hypothesis that the excess return or
cumulative average excess return is equal
to zero.  Second, we present the results of t-
tests to identify statistically significant dif-
ferences for two samples of unequal vari-
ance.

Results

Because the sample is Fortune 500 firms,
the firms included are necessarily large.
Descriptive statistics of Fortune 500 firms
with and without work-family programs are
presented in Table 2.

The sample without work-family initia-
tives consists of 1,044 firms.  In terms of
employees and firm value, these firms
are statistically significantly smaller than
the firms that announced work-family ini-
tiatives.  In the latter sample, which in-
cludes 109 firms, the average number of
employees is 104,500 and the average
firm value $16.2 billion.  Additionally,

due to their size, these firms are consid-
ered newsworthy, and more information
is released about them, on average, than
about the other firms.  Of the 231 work-
family program announcements issued
by the 109 firms, 55 (24%) occurred on
the same day as a confounding announce-
ment (a disclosure of other information
regarding the firm’s plans or operations)
by the same firm; and 101 (44%) oc-
curred within the same three-day window
as did at least one confounding announce-
ment.

Short window lengths for the event study
have been recommended by researchers in
order to minimize other factors influenc-
ing the relationship being analyzed
(McWilliams and Siegel 1997).  Even within
short windows, however, confounding
events may occur.  As noted, in this analysis
we examine a three-day window (the day
before, the day of, and the day after the
event) and a one-day window (the day of
the event).  Examining the day before and
the day after the event allows for inclusion
of possible leaks of the information or lag-
time in investors’ reactions, respectively,

Table 2.  Descriptive Statistics:  Characteristics of Fortune 500 Firms That
Announced Work-Family Initiatives between 1971 and 1996 and Those That Did Not.

(Standard Deviations in Parentheses)

Mean Firm Mean Characteristics
Characteristics of Firms Making No

of the 1,044 Announcements Difference Test of
across 231 of Work-Family Work-Family

Announcements Initiatives a Initiatives
Variable (n1) (n2) Means (n1,n2)

Number of Employees (in thousands) 104.50 16.06 88.44
(138.50) (23.57) (8.81)

Firm Value (in millions, nominal dollars) 16,267 1,363 14,904
(20,533) (2,652) (1,249.29)

Firm Value (in millions, real dollars [base 1983]) 127.53 12.07 115.46
(164.06) (20.83) (9.87)

aBetween 1971 and 1996, a total of 231 announcements of work-family initiatives by Fortune 500 firms were
posted in the Wall Street Journal Index.  Although only 109 firms were responsible for the 231 announcements,
to calculate this mean we treated the firm linked to each announcement as a separate firm.  Hence, each of these
averages is based on 231 statistics, not 109.

Sources:  Work-family initiatives were identified using the Wall Street Journal Index; the number of employees
was taken from Compustat; and firm value was obtained from Center for Research in Security Prices, University
of Chicago.
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while minimizing the potential for con-
founding events.

Our main research hypothesis predicts
that announcements of work-family human
resource decisions will positively affect
shareholder return.  As detailed in Table 3,
the results indicate a statistically significant
increase in shareholder return on the day
of the event.  Effect sizes range from .16%
to .32%, depending on the inclusion of
confounding events.  With the full sample
size of 231, shareholder return increases
.16% (p = .038).  When announcements
that occur in conjunction with confound-
ing events on the same day are eliminated
(n = 176), shareholder return increases
.17% (p = .078).  The cleanest set of results,
from an analysis that eliminates announce-
ments occurring together with confound-
ing events at any time in the three-day
window (n = 130), exhibits a statistically
significant share price increase of .32% (p
= .007) on the day of the announcement.

For the analyses examining shareholder
return over the full three-day window rather
than just on the day of the announcement,
neither sample with confounding events
included yields statistically significant re-
sults.  Only the sample without confound-
ing events exhibits a share price increase
(.32%) that is significant at the 10% level
(p = .064).  Hence, weaker indications of
increased shareholder return are found
over the three-day window than on the day
of the announcement.

Due to the increased clarity of the results
when firm announcements with confound-
ing events are excluded, the following dis-
cussion will only address those announce-
ments that are without confounding disclo-
sures in the three-day window.  For reasons
stated above, we limit the discussion of
share price reaction to the one-day window
(the day of the event) and the three-day
window (the day before, the day of, and the
day after the event).

Table 4 presents the results of our analy-
sis to determine whether there is a first-
mover advantage.  This analysis examines
the policy-announcement impact on share-
holder return for pioneering firms versus
the shareholder return for successor firms
announcing the same policy.  As detailed,
pioneering firms achieved a shareholder
increase of .94% (p = .004) on the day of the
announcement, compared to .19% (p =
.082) for successor firms.  Both coefficients
are statistically significant.  Furthermore, a
standard t-test of two sample means with
unequal variances shows a statistically sig-
nificant difference in magnitude between
the share price reactions.  The three-day
window results are statistically significant
for pioneers only.  The means test for the
three-day window suggests that the coeffi-
cients are significantly different at the 10%
level.  The results provide support for the
first-mover advantage hypothesis.  They
suggest that the first firm to announce a
particular work-family decision garners

Table 3.  Average Excess Returns of Work-Family Human Resource Decisions.

All Work-Family HR All Work-Family HR All Work-Family HR
Decisions with Decisions without Decisions without

Confounding Events Confounding Events Confounding Events
from t–1 to t+1 on t=0 from t–1 to t+1

(n = 231) (n = 176) (n = 130)

AERt=0 0.16** 0.17* 0.32***

(0.09) (0.12) (0.13)

CAERt=–1,+1 0.11 0.02 0.32*

(0.15) (0.14) (0.21)

Notes:  All coefficients are expressed as percentages.  AER = average excess returns; CAER = cumulative average
excess returns.

The coefficients vary slightly from Arthur (2003).  Whereas Arthur (2003) used a benchmark measure based
on an equally weighted portfolio of stocks, the current paper employs a value-weighted portfolio of stocks.

*Statistically significant at the .10 level; **at the .05 level; ***at the .01 level.
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Table 4.  Average Excess Returns of Pioneering and
Follower Work-Family Human Resource Decisions across Firms.

Pioneering Follower
Work-Family Work-Family HR Second-Order
HR Decisions Decisions t-Tests of
across Firms across Firms Differencing

(n = 19) (n = 111) Coefficients

AERt=0 0.94*** 0.19* 0.75**

(0.36) (0.14) (0.36)

CAERt=–1,+1 0.88* 0.22 0.66*

(0.55) (0.23) (0.51)

Notes:  All coefficients are expressed as percentages.  The analyses include announcements without
confounding events from t – 1 to t + 1.  AER = average excess returns; CAER = cumulative average excess returns.

*Statistically significant at the .10 level; **at the .05 level; ***at the .01 level.

higher day-of-announcement shareholder
gains than do successor firms introducing
the same policy.

Another hypothesis is that a firm’s first
work-family announcement will reap a
greater share price increase than will suc-
cessive work-family announcements by the
same firm.  As detailed in Table 5, we define
two categories of work-family program an-
nouncements:  first announcements by firms
that made multiple announcements, and
successive announcements—that is, work-
family announcements that followed an
initial one in the same firm.  To examine
our hypothesis, we compare first work-fam-
ily decisions in firms with multiple an-
nouncements (n = 24) and successive an-
nouncements by those same firms (n = 47);
we omit from this analysis the 59 firms in
which just one announcement (followed by
no other announcements) was made.

First work-family decisions are associated
with a statistically significant announce-
ment-day shareholder gain of .75% (p =
.009), whereas announcements of subse-
quent work-family decisions by the same
firms are not linked with a statistically sig-
nificant same-day shareholder increase.
Furthermore, the values are statistically sig-
nificantly different.  The three-day window
analysis exhibits a statistically significant
shareholder value increase of .98% (p =
.035) for first firm announcements.  The
corresponding increase associated with sub-

sequent announcements of work-family
programs in the same firms is not statisti-
cally significant.  The effect sizes are not
significantly different.  Hence, we find
mixed support for the hypothesis that first
announcements by firms will affect share
price more than subsequent announce-
ments by the same firms.

The last question our analysis addresses
is whether a negative gender-related press
release influences the share price reaction
to a subsequent work-family decision.  When
we split work-family announcements into
two groups based on whether they were
preceded by a negative gender-related press
release (Table 6),2 we find that positive and

2The 1971 start date for our sample period ensures
that all EEOC civil suits against private employers,
pursuant to Title VII (1972), are included.  Some
non-EEOC discrimination suits may have occurred
prior to 1971, but Hersch (1991) suggested that the
number is very small.

One firm had a discrimination suit within the year
prior to its work-family announcement.  Due to influ-
ences on the modeling period (255 trading days
preceding the announcement), this event was elimi-
nated.  Among the 129 cases that remained, we made
no differentiation based on the length of time that
elapsed between a discrimination suit and a subse-
quent work-family announcement.  Hence, for ex-
ample, a work-family announcement in 1973 that
followed a suit in 1971 was treated the same as a 1988
announcement following a 1974 suit.  The mean
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Table 5.  Average Excess Returns of First and Successor
Work-Family Human Resource Decisions within Firms.

First Work-Family Successor Work-Family Second-Order
HR Decisions within HR Decisions t-Tests of
Firms with Successors within Firms Differencing

(n = 24) (n = 47) Coefficients

AERt=0 0.75*** 0.04 0.71**

(0.32) (0.08) (0.39)

CAERt=–1,+1 0.98** 0.27 0.72
(0.54) (0.23) (0.66)

Notes:  All coefficients are expressed as percentages.  The analyses include announcements without
confounding events from t – 1 to t + 1.  AER = average excess returns; CAER = cumulative average excess returns.

*Statistically significant at the .10 level; **at the .05 level; ***at the .01 level.

statistically significant share price reactions
occurred on the day of the announcement
for both groups.  For announcements not
preceded by a negative gender-related press
release (n = 82), the gain was .36% (p =
.024); for those preceded by a negative
gender-related press release (n = 47), it was
.26% (p = .075).  While the raw effect sizes
are statistically significant, the values are
not statistically different from each another.
Therefore, the hypothesis is not supported
for the one-day window.

The shareholder return found in the
three-day-window analysis is a non-signifi-
cant .22% (p = .187) for those firms without
negative gender-related press releases in
the years prior to their work-family an-
nouncement.  Firms with negative gender-
related press releases in the past did exhibit
a significant increase (.48%) in share price
(p = .096).  The hypothesis is not supported
for the three-day window.  Hence, the re-
sults presented in Table 6 do not support
the final hypothesis.

Conclusion

Our analyses suggest that work-family
human resource decisions positively affect

firm value, as shown by share price reac-
tions.  Investors, apparently believing that
work-family initiatives can benefit firms,
respond positively to news of such initia-
tives, immediately imparting an increase to
the stock price.  We find statistically signifi-
cant increases in share price on the day of
the announcement.  The positive share
price reaction, however, is not resilient over
a longer time period.

The results of our tests of three hypoth-
eses concerning how timing may mediate
shareholders’ reaction to work-family pro-
gram announcements are mixed.  Positive
share price reactions tended to be greater,
we found, for a pioneering firm—the first
firm to announce a particular work-family
policy—than for successor firms announc-
ing the same type of policy.  Furthermore,
within firms, the first work-family initiative
reaped larger increases in share price than
did the announcement of a later work-
family initiative.  The appearance of a nega-
tive gender-related press release does not
seem to have affected shareholder reaction
to a subsequent work-family program an-
nouncement.

The greater increase in share price
achieved by pioneering firms than by later
announcers of the same policy is consistent
with FMA (first-mover advantage) theory.
Numerous studies in strategic management
literature have tested the FMA framework.
For example, Chaney and Devinney (1992)
reported a statistically significant average

length of time elapsing between a discrimination suit
and the firm’s subsequent announcement of a work-
family initiative was slightly over 10 years.

Multiple suits preceding a work-family announce-
ment were treated the same as a single suit.
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Table 6.  Average Excess Returns of Work-Family Human Resource Decisions
Following the Absence or Presence of Negative Gender-Related Press in the Past.

Work-Family Work-Family
HR Decisions HR Decisions

with No Negative Following Negative Second-Order
Gender-Related Gender-Related  t-Tests of
Press in Past Press in Past Differencing

(n = 82) (n = 47) Coefficients

AERt=0 0.36** 0.26* 0.09
(0.18) (0.18) (0.27)

CAERt=–1,+1 0.22 0.48* –0.25
(0.25) (0.37) (0.27)

Notes:  All coefficients are expressed as percentages.  The analyses include announcements without
confounding events from t – 1 to t + 1.  AER = average excess returns; CAER = cumulative average excess returns.

*Statistically significant at the .10 level; **at the .05 level; ***at the .01 level.

daily return of .26% on the day of a new
product announcement.  In our study, first-
movers gained 75% more than later an-
nouncers of the same policy.  This differen-
tial represents, on average, an advantage of
approximately $122 million for pioneering
firms over successor firms on the day of the
announcement.

The finding that the first work-family
initiative announced by a firm increased
the stock price more than a second initia-
tive by the same firm may reflect a decreas-
ing marginal return to such announce-
ments.  The primary gain in share price
resulting from the announcement of a work-
family initiative may be attributable to en-
hanced firm reputation.

Our third and last timing hypothesis con-
cerned the possible mediating role of prior
gender discrimination suits.  Our expecta-
tion that negative gender-related press
would appreciably depress positive share-

holder reaction to a later work-family ini-
tiative was not borne out by our empirical
analysis.  Over a three-day window, the
increased shareholder return associated
with a work-family program announcement
was actually greater for firms with negative
gender-related press in the previous years
than for those without it.

Our study shows that human resource de-
cisions can have substantial effects on firms’
shareholder value, but perhaps of greater
interest, because more novel, are our find-
ings on how timing can mediate the size of
those effects.  We suggest that, with respect to
timing, analyses of the human resource mar-
ket can draw on product market analyses as a
model.  Just as timing affects firms’ ability to
exploit product introduction, it may influ-
ence their ability to capitalize on human
resource initiatives.  In both cases, timing
may be critical to the creation of a sustained
competitive advantage.
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