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Cavallaro, Drew P.  Employee Centered Cultures and L3Cs 

Abstract 

The purpose of this research involved research on the employee centeredness and sustainability 

of these L3C organizational cultures.  This research explored how the organizational structure of 

a LC3 impacts high performance characteristics.  Low profit limited liability (L3C) organizations 

were created after the 2008 recession to bridge the gap between nonprofit and for-profit 

investing.  An L3C is similar to a limited liability company (LLC) but it allows investors to earn 

a small profit while addressing social agendas.  A key principle of an L3C is that the public 

benefits without shareholders and without a profit motive.  The population selected for this study 

were representatives of L3C organizations across multiple states.  The participants were 

members of 16 L3C organizations located in Vermont, Michigan, Wyoming, Utah, Illinois, 

Louisiana, and Maine.  The survey was created to collect quantitative and qualitative data.  The 

survey included multiple questionnaire techniques including: 4-point Likert scale, ordinal scale 

questions used for rank order, and open text box response sections.   
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Chapter I: Introduction 

Low profit limited liability (L3C) organizations were created in the United States after 

the 2008 recession to bridge the gap between nonprofit and for-profit investing.  An L3C is 

similar to a limited liability company (LLC) but allows for philanthropic entities to invest in an 

organization similar to an angel investor (Kucher, 2012).  A key principle of an L3C is that the 

public benefits without shareholders and without a profit motive.  In this blend, an L3C is a 

private organization that earns profits, but only to conduct business to help a certain cause 

(Minnigh, 2009).  L3Cs operate as a self-sustaining means to achieve a social mission at the 

lowest possible cost and with the greatest efficiency.  An L3C can make a low profit of 1% to 

10%, but this is secondary to the social purpose of the organization.  Unlike a traditional charity, 

however, an L3C may distribute the low profits to investors.  L3Cs were designed to attract 

capital from foundations and private investors with social missions in mind.  At the core of the 

L3C concept is the use of program-related investments (PRIs) as part of a multiple-tiered, or 

layered, investment strategy that, theoretically, will help attract a wide range of both socially 

motivated and profit-oriented investments.  Although a hybrid of for-profit and nonprofit, the 

Internal Revenue Service classifies an L3C as a for-profit entity and it is taxed as such (Callison 

& Vestal, 2010).  L3C’s are more commonly associated with a for-profit start-up organization 

than a true nonprofit (Black & La Venture, 2015).  Skeptics argue that existing business forms 

are sufficient for today’s purposes so adding another legal entity as an option will muddy the 

waters. 

In the recession of 2008, global stock markets took a major downturn as many private 

and public organizations were negatively impacted.  But just how bad was the effect of the 

recession on the critical nonprofit sector?  Did nonprofits face a decline in revenues?  The 
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Listening Post conducted a survey in 15 countries of over 1,400 nonprofit organizations in five 

key fields: children and family services, elderly housing and services, education, community and 

economic development, and the arts (as cited in Dana & Prosser 2016).  The focus of the survey 

was on the period between September 2008 and March 2009, when recessionary pressures 

intensified.  Among the organizations surveyed, 363 responded (26% response).  Of those who 

responded, 80% reported some level of fiscal stress during the target period.  The biggest factor 

contributing to the fiscal stress experienced by nonprofit organizations was declining revenues.  

The 2008 recession caused considerable economic stress for America’s nonprofit organizations, 

just as it for businesses, governments, and families.  Although the impact was slow in reaching 

nonprofits, the impact was real (Dana & Prosser, 2016).  Multiple business had to execute 

substantial layoffs of over half their workforce or close their doors entirely. 

One innovative approach to reduce the nonprofit hemorrhaging, was the creation of 

L3Cs.  Given the structure of the L3C, the organization could purse social welfare while being 

self-sufficient in support of a positive cash flow.  In essence, L3Cs allow entrepreneurs, 

investors, customers and employees to do good while still doing well (Black & La Venture, 

2015).  Supporters of L3Cs stand by the new model as a potentially powerful tool for social 

entrepreneurs and an evolutionary step in social enterprise development.  Many of them believe 

that as more states enact L3C laws, the L3C brand will increasingly attract social foundations, 

entrepreneurs and high-quality employees.  Furthermore, L3C organizations promote a culture of 

moral and ethical fitness (Black & La Venture, 2015).   

A core problem related to organizational decision making, is that increasing profit and 

advancing the enterprise’s state social goal may conflict (McDonnell, 2014).  Tradeoffs or 

difficult decisions may need to be made by leadership.  Monitoring the cultural behavior of 
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executive leadership could be costly particularly if anything violates the promised mix of profit 

and social goodness.  The L3C status allows firms to pursue any legal purpose, with whatever 

mix of for-profit and nonprofit goals they choose (Black & La Venture, 2015). 

Companies that care about communities, tend to thrive better with an employee centered 

culture.  Such organizations recognize that strong local and regional communities help nurture a 

people-process culture (PPC) within the organization (Black & La Venture, 2015).  In these 

cultures, leadership must understand, believe, practice, and reinforce the overall core values.  

This commitment to the organizational core values drives communication and influence on 

employees within them.  Corporate culture is the best tool to enhance organizational commitment 

(Yukl, 2006).  L3Cs are built on this very principle, thus should reflect elements of employee-

centered culture in all aspects of their mission.  Organizational cultures are not inherently good 

or bad, right or wrong; rather good predictors of success (Black & La Venture, 2015).  A key to 

success, in terms of profitability, is whether the culture meshes with the industry’s values.  High 

performance cultures should focus on more elements than just profitability which is one key 

advantage L3C were the social wellbeing initiatives.  However, is a L3C a high-performance 

organization (HPO)?  HPOs are generally thought to have focused solely on profitability 

(Callison & Vestal, 2010).  Although this reasoning has been supported with traditional 

management theory, there is strong movement to boldly define HPOs as companies that are 

“fueled by passion and purpose, not cash” (Sisodia, Wolfe, & Sheth, 2014, p. 192).  Blanchard 

(2009) had a similar viewpoint on HPOs, thus leveraged a model reviewing multiple elements in 

HPO organizations.  Looking past financial profit, truly successful companies should seek 

personal and society profit as well.  If that is the emerging definition of HPO, then L3Cs have 

positioned themselves well based on the desired mission.   
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Statement of the Problem 

There is limited research on L3C organizations, and current state as high potential 

organizations and sustainable employee centered cultures.  There has been no published research 

applying the Blanchard (1999) HPO scores model to these organizations post-recession 2008.  

Also, to date, there are no published case studies about these organizational structures.   

Purpose of the Study 

The purpose of this research involved research on the employee centeredness and 

sustainability of these L3C organizational cultures.  This research explored how the 

organizational structure of a LC3 impacts high performance characteristics.  This project 

reviewed the representation of generations in these workplaces and employee recruitment and 

retention strategies focused on diversity and inclusion strategies.  A survey evaluation on 

organizational culture as compared to Blanchard’s SCORES model™ was conducted to provide 

measurement on employee centeredness and organizational success.  The study added to applied 

research on L3C organizations. 

Assumptions of the Study 

 The assumptions made included that the: 

1. List of active L3Cs by state was accurate. 

2. Data collected using contact information provided by company websites were 

accurate. 

3.  Participants were fully engaged in survey. 

4. Study respondents provided information that was honest, clear and survey 

respondents responded to the best of their ability. 
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Definition of Terms 

The terms below are commonly used in financial and corporate sectors and are defined in 

this section to support reader understanding. 

Angel investor.  An individual who invests in early stages of start-up companies in 

exchange for an equity ownership interest (Hilton, 2012). 

High performance organization (HPO).  An organization that embodies people-first 

values and creates a strong and positive culture of trust among its people, thus sustaining high 

level of profitability (Black & La Venture, 2015). 

Jeopardy investment.  An investment that shows a lack of reasonable business care and 

prudence in providing for the long and short-term financial needs of the foundation for it to carry 

out its exempt function (Callison & Vestal, 2010). 

Organizational culture.  The set of values, beliefs, and behavioral norms share by 

members of an organization that provide them with meaning and rules of behavior (Schein, 

2004). 

Principal agent relationship.  An arrangement in which on entity legally appoints 

another to act on its behalf (Breitbarth, Harris & Aitken, 2009). 

Program related investments (PRI).  An investment that a foundation makes in a 

nonprofit or for-profit venture to support a charitable project or activity, with the potential of a 

return on the foundation’s capital over a period of time (Callison & Vestal, 2010). 

Psychologically healthy workplace.  A work environment that contributes to employee 

well‐being and organizational functioning to include employee involvement, work–life balance, 

employee growth and development, health and safety and employee recognition (Grawitch, 

Gottschalk & Munz, 2006). 

I 
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Limitations of the Study 

 The limitations of the research included that: 

1. The sample size was 150 and the response rate could not be predicted.  

2. The information/database of L3Cs could become dated due to ever changing 

legislation. 

3. The impact of the COIVD-19 pandemic may have influenced survey response 

answers. 

4. The results were limited to current active L3C organizations. 

Methodology 

An online survey instrument (Qualtrics™) was used to collect qualitative and quantitative 

data of the randomly selected L3C organizations.  Offices of the secretary of state for Vermont, 

Michigan, Wyoming, Utah, Illinois, Louisiana and Maine were leveraged to obtain listings of 

active L3Cs.  Each state office provided appropriate organizational listings, contact information 

and incorporation data.  The study data will provide a basis for further analysis, findings, and 

research. 

Summary 

Chapter I discussed the business case and need to further research this type of 

organization.  Chapter II covered relevant literature pertaining to L3Cs.  Chapter III defined the 

methods used in the study.  Chapter IV provided the analysis of the data.  Chapter V presented 

the results recommendations were made for future research applications. 
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Chapter II: Literature Review 

There has been limited research on the organizational cultures found within current L3Cs.  

Specifically, if an L3C could operate as a high-performance organization.  Chapter II provided the 

background literature related to the study.  The literature reviewed included topics examining L3C 

internal leadership methodology, investment strategy and social responsibilities given their hybrid 

operating status.  Additionally, the literature reviewed high performance elements of an organization, 

employee centered culture of L3Cs and their philanthropic objective in local communities. 

HPO Culture  

In order to understand if the emerging L3C organizational structure could operate as a high-

performance entity, research was needed to be done to discover what elements are key in defining 

HPO success.  Although the concept of the success of a company being an HPO has become 

increasingly important among academic, professionals and managers, the concept is not well 

understood (Black & La Venture, 2015).  For many researchers, there has been no consensus on 

what it means to be an HPO.  In an informal survey, when asked the question, “What is a HPO?,” 

most executives began the response with something related to financial performance (Black & La 

Venture, 2015).  There was little discussion about internal culture, vision, morals, or the people.  As 

the executives’ responses suggested and has often been assumed that the sole purpose of an HPO was 

to be profitable (Black & La Venture, 2015).  Knowing that L3Cs were created to more closely 

align with nonprofits, becoming a HPO under the profitability definition became difficult.  So, what 

other ways could a L3C look to bed define and characterized as an HPO beyond that of profitability?  

Many of the more successful characteristics of HPOs were rooted in corporate responsibility and 

internal culture (Breitbarth et al., 2009).  People first values, productive workplaces, clear and 

articulated the vision that people value, and that work fueled by passion and purpose were just a few 
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examples of alternative HPO characteristics (Romero, 2004).  How one chose to characterize an HPO 

was dependent on individual worldviews and experiences.  

HPOs have been built on the strong value systems of their founders but have always focused 

on employees (Black & La Venture, 2015).  Many founders of successful corporations were built on 

basic principles of employee centered culture and profit.  Fred Smith, the founder of FedEx, was 

quoted saying “if we value and invest in our people, they provide superior service to our customers, 

who then bring us higher profits, which are, in turn, reinvested and shared with our people” (Latin 

Trade, 2010, p. 50).  Inspirational leaders were those in the organization who inspired trust in others 

around them and encouraged all to exceed beyond their personal best.  Such leaders were open to 

new ideas, always pushing the envelope, and guiding the organization (Black & La Venture, 2015).  

Most were constant communicators and embody the overall organizations core values.  One of the 

most important aspects of people process leaders was authenticity.  Organizations and the resulting 

culture tend to struggle when the average employee does not believe in leadership.  When a culture 

of high-level integrity was created, consisting of honesty and open dialogue, people felt respected 

and believed in working through problems together (Black & La Venture, 2015).  All employees 

worked together to solve issues cooperatively and collaboratively.   

In a study of the best companies to work for in America, Fulmer, Gerhart and Scott (2003) 

“established a link between employee attitudes and organizational level financial performance” (p. 

986), which had been previously unstudied.  According to the Great Place to Work Institute™, 

“Management unquestionably plays a crucial role in determining what makes any company a great 

place to work – or a bad one” (Latin Trade, 2010, p. 48).  Employee engagement and leadership’s 

support of employee-focused culture policies led to organizational success.  Being considered a great 

place to work offered organizations a multitude of advantages, including better recruiting and strong 

community relationships (Romero, 2004).  HPO organizations have supported a culture in which 
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work and life were balanced.  In these organizations, work-life effectiveness was defined as a 

mutually beneficial relationship between work and life was valued as a business imperative and 

strategic tool for recruiting, motivating, and retaining top talent (Koppes, 2008).  A psychologically 

healthy workplace fostered employee Health and well-being while enhancing organizational 

performance and productivity (American Psychological Association-Center of Organizational 

Excellence [APA COE], (2015).  Psychological health has been an issue that challenges all 

organizations, including HPOs, irrespective of the company’s size or industry (Black & La Venture, 

2015).  The overall effectiveness of an organization was directly affected by how well the leaders 

managed employee mental health and created a psychologically healthy place to work.  Beyond 

the employee concerns, today’s leaders have been cognizant of family and community health.  

Conversations have been expanded to cover all aspects of psychological health.  Table 1 shows 

how HPOs have employed the following healthy psychological work practices (Black & La 

Venture, 2015).   
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Table 1 

Healthy Psychological Work Practices 

Practice Description 

Employee Involvement o Self-managed work teams 
o Employee committees or task forces 
o Continuous improvement teams 
o Participative decision making 

Work-life Balance o Flexible work arrangements; flextime & telecommuting 
o Assistance with childcare 
o Eldercare benefits 
o Resources to help employees manage personal financial issues 
o Availability of benefits for family members and domestic 

partners 
o Flexible leave options (Family Medical Leave Act)) 

Employee Growth and 
Development 

o Continuing education courses 
o Tuition reimbursement 
o Career development or counseling services 
o Promotion opportunities and internal career advancement 
o Coaching, mentoring and leadership development 

Health and Safety o Training and safeguards that address workplace safety issues 
o Efforts to help employees develop healthy lifestyles 
o Adequate health insurance, including mental health 
o Health screenings 
o Access to health/fitness/recreation facilities 

Employee Recognition o Fair money compensation 
o Competitive benefits package 
o Acknowledgment of contributions and milestones 
o Performance-based bonuses and pay increases 
o Employee awards 

Source: Adapted with permission from “The Human Factor to Profitability: Building a People Centered Culture for 
Long Term Success”, by J Black and K. La Venture, 2015, pp. 54-55. Copyright 2015 by the University of 
Wisconsin, Stout. 

HPOs recognized the importance of providing such an environment and committed to 

establishing these policies to enhance the work culture of employees.  HPOs valued people as 

human beings who are instrumental to the organization’s effectiveness. 

Other examples of HPO characteristics that might not be observable to the customer or 

client, but have a real bottom-line impact included decreased turnover, decreased worker’s 

compensations claims, outperforming competitors market share, and sustained internal culture 
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that directly and positively impacts profits (Black & La Venture, 2015).  As previously suggested 

that there has been no single consensus definition for a HPO, and not everyone agreed on all the 

components of a HPO.  To define the components, research by Carew, Kandarian and Stoner (as 

cited in Black & LaVenture, 2015) was conducted to identify the characteristics of a high 

performing organization.  The research found that there were six elements evident in HPOs.  

Each element and definition are described in Table 2. 

Table 2 

Six Elements of HPOs 

HPO Element Description 
S = Shared Information and 
Open Communication 

• Information needed to make informed decisions is readily 
available to people and is openly communicated. 

• Sharing information and facilitating open communication 
builds trust and encourages people to act like owners of the 
organization. 

• Encouraging dialogue lessens the danger of territoriality and 
keeps the organization healthy, agile, flexible, and fluid. 

C = Compelling Vision • A compelling vision is the hallmark of a high performing 
organization. 

• When everyone supports such an organizational vision—
including purpose, a picture of the future, and values—it 
creates a deliberate, highly focused culture that drives the 
desired business results toward a greater good. 

• People are energized by, excited about, and dedicated to 
such a vision. 

• People have a noble sense of purpose that creates and 
focuses energy. 

• Personal values are aligned with the values of the 
organization. 

• People can describe a clear picture of what they intend to 
create. 

• Everyone is aligned and going in the same direction. 
O = Ongoing Learning • HPOs are constantly focusing on improving their 

capabilities through learning systems, building knowledge 
capital, and transferring learning throughout the 
organization. 

• Organizational learning is different from individual learning 
and HPOs engage in both. 
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HPO Element Description 
• Everyone is always striving to get better, both individually 

and as an organization. 
R = Relentless Focus on 
Customer Results 

• No matter what industry they are in HPOs understand who 
their customer is and measure their results accordingly. 

• HPOs produce outstanding results, in part because of an 
almost obsessive focus on results. 

• What is unique is how HPOs focus on those results: from 
the customer’s viewpoint. 

E = Energizing Systems and 
Structures 

• HPO’s systems, structures, processes, and practices are 
aligned to support the organization’s vision, strategic 
direction, and goals.  That makes it easier for people to get 
their jobs done. 

• Energizing systems and structures provide the platform for 
rapid response to obstacles and opportunities. 

• Systems and structures are energizing if they help people 
accomplish their jobs more easily rather than make them 
more difficult. 

S = Shared Power and High 
Involvement 

• Power and decision making are shared and distributed 
throughout the organization, not guarded at the top of the 
hierarchy. 

• Participation, collaboration, and teamwork are a way of life. 
• When people feel valued and respected for their 

contributions, are allowed to make decisions that impact 
their lives, and have access to information to make good 
decisions, they can and will function as valuable 
contributors to the organization’s purpose and vision 

• There is a sense of personal and collective power. 
Source: Adapted with permission from “The Human Factor to Profitability: Building a People Centered Culture for 
Long Term Success”, by J Black and K. La Venture, 2015, pp. 45-46. Copyright 2015 by the University of 
Wisconsin, Stout. 

As a result of such research, an HPO evaluation model was created.  Sharing information, 

compelling vision, ongoing learning, relentless focus on customer results, energizing systems 

and structures, shared power and high involvement (SCORES) were the defining elements 

established.  A high performing organization scores met the target consistently which 

demonstrated strength in each of these six elements (Blanchard, 2009).  If becoming an HPO was 

the destination, leadership was the engine.  While the HPO SCORES model™ described the 
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characteristics of a high performing organization, leadership was what moved the organization in 

that direction (Blanchard, 2009).  

For many organizations, profits have been the lifeblood of the business.  In an HPO, the 

profits have been invested back into the employees of the organization.  Profits nourished 

company health by providing money for research and development, equipment, and training 

(Black & La Venture, 2015).  With a consistent stream of profit, companies were able to build 

new locations, try out competitive technologies and increase employee wages.  Profits not only 

assisted in paying employees well, but allowed for an array of flexible benefits, profit sharing 

and incentive plans.  All of these are elements were essential in achieving HPO success.  

According to Kotter and Heskett (as cited in Sullivan, Sullivan, & Buffton, 2002), employee-

centered led companies outperformed others.  On average revenue grew four times faster (Black 

& La Venture, 2015).  Increasingly, research demonstrated that happy people yielded higher 

returns.  Employees worked harder when the culture supported increased involvement and 

commitment that comes from having more control over one’s work (Sullivan et al., 2002).  

Employees were more productive and satisfied when stakeholder opportunities existed (Hultman, 

2005).  An organization’s culture was a core factor for work practices of high-performing 

companies and was a competitive advantage when properly cultivated.  L3Cs focused much of 

the time developing organizational culture to increase profitability given the investor returns 

were already minimal.  The L3C could be considered an HPO if “profitability” was measured in 

terms of major social impact to the community. 

L3C Structure  

An L3C has been defined as a form of business entity that contains both nonprofit and 

for-profit characteristics, thus acting as a hybrid between the two structures (Feldmeier, Lee, & 
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Milani, 2020).  The dual characteristics of an L3C have attracted private investment while 

working towards a socially beneficial objective (Feldmeier et al., 2020).  An L3C distributed 

profits to members and maintained a socially responsible mission.  Investors were able to earn a 

return and hold equity in the company.  Similar to a limited liability company (LLC), an L3C 

allowed the limited liability protection for the members, management structure, pass-through 

taxation, and flexibility in ownership (Feldmeier et al., 2020).  L3C’s funding has come from a 

variety of sources such as foundations, grants, donations similar to nonprofits.  However, L3Cs 

have not been categorized as tax-exempt and contributions to L3Cs are not tax-deductible 

(Feldmeier et al., 2020).  L3Cs have been be taxed as a sole proprietorship, partnership, or 

corporation, depending on the election made.  Most L3Cs have been treated as partnerships for 

income tax purposes, meaning the income subjected to tax for the L3C flowed through to the 

partners (Jayashankar, Ashta, & Rasmussen, 2015). 

The flexibility of an L3C allowed members to differentiate profit distributions.  Using a 

tiered membership system, specific investors chose to receive higher or lower distributions 

(Feldmeier et al., 2020).  The authors found three levels to the tiered system.  The first tier, 

equity tranche, included investors who sought little return which likely was represented as 

private foundations, making program-related investments (PRIs).  The second tier, mezzanine 

tranche, was attractive to socially conscious investors who were willing to invest while 

anticipating a modest return.  The senior tranche, third tier, found investors wanting close to or 

actual market-rate returns.  The tiered feature allowed an L3C to approach different types of 

investors who desired to fund the socially beneficial outcome with varying return expectations. 
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Stakeholders and Investors 

In 2008, the State of Vermont created the L3C as a new variation of a limited liability 

company (Artz, Gramlich, & Porter, 2012).  L3Cs and Benefit Corporations (B Corp) have been 

determined to be similar in that profit cannot be the sole driver of the organization; however, 

L3Cs go a step further in specifying the order of fiduciary responsibility (Feldmeier et al., 2020).  

A B Corp must consider societal and investor interests, but the individual entities decided which 

interest was given slightly more weight in decisions.  In contrast, as the term low-profit LLC 

implies, societal interests have priority for L3Cs.  Investor gain was permitted but cannot be the 

significant purpose (Artz, et al., 2012).  Raising capital has been an inherent challenge for social 

entrepreneurs.  When an organization specified a social mission with priority over profit making, 

all investors cannot expect market rates of return (Feldmeier et al., 2020).  In addition, social 

enterprises organized as for-profit businesses have found difficultly attracting donations because 

individual donors do not receive the same tax benefits compared to donating to nonprofit 

organizations.  Given this quandary, a potentially promising source of capital was identified 

through charitable private foundations. 

Program related investments (PRI) were designed to provide capital to entities that 

operate in the space between nonprofit and for-profit (Feldmeier et al., 2020).  PRIs were found 

to take the form of loans, loan guarantees, or equity investments (Feldmeier et al., 2020).  An 

PRI was exempt from excise taxes due to the jeopardy investments rule.  This rule allowed a 

private foundation to invest in for-profit entities without incurring an excise tax if (1) a return on 

investment was not the intent of the investment and (2) the investment was not found to 

jeopardize the carrying out of its exempt purpose (Hilton, 2012).  A PRI must have a socially 

beneficial purpose that aligned with and propels a charitable purpose.  If an investment qualified 
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as a PRI, the investment was exempt from the jeopardy rule and treated as a qualifying 

distribution (Callison & Vestal, 2010).  As a hybrid business, a L3C leveraged a foundation’s 

PRI status to access market-driven capital for ventures by offering modest financial prospects 

plus the possibility of major social impact (Callison & Vestal, 2010).  The different classes of 

investors that an L3C attracted may be willing to assume different levels of financial risk.  

Because members of an L3C were not obligated to assume equal interest in the venture, the 

structure of the L3C allows previously noted tiered financing, also known as tranching 

(Feldmeier et al., 2020).  Tranching permitted an uneven allocation of risk and reward among 

investors.  Thus, a variety of risk-reward stances could be accommodated. 

A PRI was paid to the L3C, in lieu of a grant, so the amount of return expected by the 

foundation exceeded what the foundation would have received if the amount invested was 

structured as a grant.  In addition, the equity tranche or first level, was the last to receive any 

claim on the assets if the L3C folded (Feldmeier et al., 2020).  By shouldering much of the risk 

and receiving submarket or no rate of return, the PRIs lowered the risk associated for the other 

two tranches (Feldmeier et al., 2020).  This made the L3C a more attractive investment for those 

seeking a return on investment.  However, there were some drawbacks to the tranche system.  

One such drawback was that tranches were sometimes given a higher investment rating because 

the equity tranche captured a large amount of the risk. 

Corporate Social Responsibility (CSR) 

History has long debated the role of business in society with regards to CSR.  As social, 

political, and economic conditions have evolved, so too have beliefs about the role of business 

and CSR (Breitbarth et al., 2009).  A polarized view of the role of business has contrasted ethical 

reasons for serving society with the neoclassical position that a firm should focus on profit 
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maximization (Wan-Jan, 2006).  The ethical reasons for giving back to society included an 

obligation to society for granting the firm a license to operate, an obligation all community 

members have to develop social capital for the common good, and a recognition that the firm’s 

actions imposed uncompensated costs on others in society (Artz et al., 2012).  In contrast, 

neoclassical economists were against altruistic CSR activities because of the principal agent 

relationship (Breitbarth, et al., 2009).  Many economists viewed corporate charitable donation as 

managers acting as agents for shareholders.  Corporate donations were considered an imperfect 

substitute for how individuals would donate to society if CSR actions had not reduced investor 

returns (Artz et al., 2012).  Profit maximization generated the most efficient allocation of 

resources, which maximized incomes and the overall economy.  Tax revenue based on the fruits 

of an efficient economy was available for further enhancement of the public good. 

Recently, the CSR discussion in public affairs moved beyond the ethics versus profit 

debate.  The management of social/environmental performance has now become a strategy to 

generate long term profits from cost savings, reduced risk, improved customer and employee 

satisfaction, greater access to capital, and innovation (Porter & Kramer, 2006).  CSR has been 

reframed as the responsible treatment of stakeholders which stakeholder theory argued was in the 

long-term self-interest of value-maximizing firms (Freeman, 1984).  Reframing CSR as 

stakeholder concern was aligned with ethics and profits which reconciled the academic debate 

with actual CSR practice (Breitbarth et al., 2009).  As Hopkins (2006) noted, the socially 

responsible treatment of stakeholders was accepted by academics and practitioners alike.   

Higher corporate CSR expectations have been attributed to a backlash from corporate 

scandals, awareness of environmental degradation, new media enabling special interest groups to 

highlight negative impacts of global supply chains, a shift in societal values from property rights 
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toward human rights, and the European Union’s active promotion of CSR (Breitbarth et al., 

2009).  Demands for transparency and accountability have intensified stakeholder pressure on 

organizations to engage in more responsible behavior.  The question was not whether to engage 

in CSR but how to do it (Maltz, 2011).  As previously discussed, public affairs literature tied 

CSR to the ethical treatment of stakeholders.  The relative importance of various stakeholders, 

customers, employees, local community, government and non-governmental organizations 

varied by firm and over time, but shareholder desire for profit was constant (Bowd, Bowd, & 

Harris, 2006).  Bottom-line benefits are always emphasized in conceptualizations of CSR by 

multi-stakeholder international associations (Wan-Jan, 2006). 

Summary 

Chapter II reviewed the literature within the categories of HPOs, the L3C structures and 

investment strategies.  The literature review revealed that L3Cs can align to HPO characteristics 

if they categorize profitability differently than monetary value.  Investment into their own culture 

and social responsibility is where they can capitalize their greatest investment return.  Chapter III 

will discuss the methods used in this research study. 
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Chapter III: Methodology 

The purpose of this evaluation involved new and emerging research activities on the 

employee-centeredness and sustainability of these organizational cultures.  The research 

explored how the people centered organizational structure of a LC3s’contributed to moral 

fitness, ethics and corporate social responsibility in terms of their economic, legal, ethical and 

philanthropic contributions.  This chapter described the methods used for the data collection and 

analysis process.   

Subject Selection and Description  

The population selected for this study were representatives of L3C organizations across 

multiple states.  The participants were members of 16 L3C organizations located in Vermont, 

Michigan, Wyoming, Utah, Illinois, Louisiana and Maine.  The study population was identified 

by a random selection from 37 active L3Cs.  An email invitation was distributed to the study 

participants (see Appendix A).  Implied consent was provided using click box methodology upon 

the initiation of the Qualtrics™ survey by study participants (see Appendix B). 

Instrumentation  

A Qualtrics™ survey based on the Blanchard (1999) HPO SCORES model™ (see 

Appendix C) was the data collection method used to gather participant sample data for the study.  

The survey collected quantitative and qualitative data.  The survey included multiple 

questionnaire techniques including: 4-point Likert scales, ordinal scale questions used for rank 

order, and open text box response sections.  The survey was designed to elicit if L3Cs were 

exhibiting HPO characteristics.  Questions were used to identify in rank order of importance of 

people centered cultural elements.   
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Data Collection 

An email invitation with the link to complete the survey within two weeks was sent to 

participants using the Qualtrics™ system at UW-Stout (see Appendix A). Recipients of the 

survey invitation could decline participation in the study by selecting “no” after reading the 

consent statement.  If the participate selected “no” they would be automatically routed to the 

thank you page.  A reminder email was sent to all participants two weeks after the original 

survey was delivered (see Appendix D).  After participants completed the survey, respondents 

were routed to a thank you page using the Qualtrics™ system at UW-Stout (see Appendix E).   

Data Analysis  

The data collection process was designed to safeguard any information that could be used 

to individually identify study participants.  Data analysis involved both quantitative and 

qualitative analysis.  Quantitative analysis involved reviewing the completed surveys and 

analyzing frequency of responses.  Qualitative analysis identified common themes from 

participant’s survey answers to open-ended questions.  Themes were grouped together in similar 

categories to furnish value and insight to the participant’s mindset in regard to the organizational 

culture.  Results of the analysis were used to understand if L3Cs had the capacity to enhance the 

efficiency and effectiveness of the organization.  The results of this study were also used to 

establish recommended improvements to L3Cs guiding practices and core values to promote an HPO 

organizational culture?   

Limitations of the Study 

The limitations of the research included that: 

1. The sample size was 150 and the response rate could not be predicted.  

2. The information/database of L3Cs could become dated due to changing legislation. 
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3. The impact of the COIVD-19 pandemic may have influenced survey response 

answers. 

4. The results were limited to current active L3C organizations. 

Summary 

Chapter III discussed the methods and methodology proposed for this study.  A 

Qualtrics™ survey was sent to 16 L3C’s across seven states to collect the data for the study 

analysis.  Chapter IV provides the supported data analysis and techniques used in the study.  
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Chapter IV: Results 

The purpose of this research was to explore how the organizational structure of a LC3 

impacts high performance characteristics and facilitation of employee centered cultures.  This 

project reviewed the representation of different generations in these workplaces and employee 

retention strategies focused on diversity and inclusion policies.  A survey of L3C members was 

the data collection method for this study.  The primary intent was evaluation on organizational 

culture as compared to Blanchard’s HPO model.  Data provided key measurement on employee 

centeredness and organizational success as related to SCORES characteristics.  The study added 

to applied research on L3C organizations.  This chapter analyzes the results of the Qualtrics™ 

survey (see Appendix C). 

Survey Population and Response Rate 

 A Qualtrics™ survey containing 18 questions was used as the data collection method for 

the study.  The purpose of the survey was to collect information on existing L3C members.  The 

survey population represented the primary L3C contact at the member organizations.  Participant 

contact information was provided by the secretary of state offices.  Each state office provided 

appropriate organizational listings, contact information and incorporation data.  The survey was 

emailed to the identified population of 16 L3C organizations comprised of 119 L3C members 

using the UW-Stout Qualtrics™ tool on February 27, 2020.  A follow-up survey reminder was 

sent to the study population on March 12, 2020.   

Due to the 2020 Pandemic, COVID-19, many organizations were temporarily closed to 

comply with the Centers for Disease Control and Prevention (CDC) guidelines. The survey 

remained open longer than originally anticipated to allow businesses to return to work and 

respond to the survey.  Participants who completed the survey were automatically sent to a 
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system thank you page using the Qualtrics™ tool.  There were 26 survey responses returned 

before the survey closing date of June 1, 2020.  All but two respondents agreed to participate in 

the study which represented a 20% response rate.  Table 3 summarizes the business sectors of the 

16 L3C organizations as defined by Secretary of State offices. 

Table 3 

L3C Demographics per Secretary of State Offices 

Business Sector # of L3Cs # employees Percentage 

Agriculture 2 7 13% 

Hospitality  1 5 6% 

Manufacturing 3 35 19% 

Nonprofit 3 16 19% 

Retail 2 18 13% 

Service 5 38 31% 

The business sector representing the largest number of L3C organizations surveyed was 

the service sector at 31%.  The nonprofit and manufacturing sector represented 19% of the 

organizations surveyed.  Manufacturing had the second highest employee count, yet fewer 

locations than the service sector.  Agriculture and retail represented 13% of the business sector 

surveyed.  Hospitability was the lowest business sector surveyed at 6%.  Research validated that 

organizations with L3C structures primarily fall within the service industry.  The service 

business sector appears to provide better alignment as related to societal mission statements and 

core values.  All five of the service companies surveyed had core values tied directly to 

community sustainability.   



30 

Quantitative Item Analysis 

 Quantitative data was collected related to several HPO characteristic categories including 

organizational culture, communication, leadership, recruiting, and diversity.  Survey participant 

responses to questions were analyzed and summarized in Table 4 through Table 16.  Rating the 

importance of existing employee focused cultural attributes by L3C members were one of the 

components of the study.  Measuring the importance rating of employee focused attributes was a 

key benchmark to assist determining what’s of value to the participants.  A four-point Likert 

scale was used to measure the survey respondent importance rating of employee-focused cultural 

attributes.  Table 4 summarizes the responses. 

Table 4 

Employee Focused Cultural Attributes  

Employee Focused  
Cultural Attributes 

Very 
Significant 

Significant Moderately 
Significant 

Not 
Significant 

Total 

 # % # % # % # % # 

All people are important 8 33% 14 59% 2 8% 0 0% 24 

Belief people shape 
organization culture 
 

5 21% 17 71% 2 8% 0 0% 24 

Happy people working 
together perform at higher 
levels 
 

6 25% 16 67% 2 8% 0 0% 24 

All people benefit as a result 5 21% 15 63% 3 12% 1 4% 24 

Other 1 12.5% 6 75% 1 12.5 0 0% 8 

Survey respondents were asked to rate the significance of employee focused cultural 

attributes using a four-point Likert scale from 1 very significant to 4 not significant.  The 

summarized responses were used to rate the importance of each attribute listed.  The three 
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attributes with the highest significance were: all people are important, people shape organization 

culture, and happy people working together perform at higher levels.  The lowest rated attribute 

was that all people benefit as a result.  Respondents were asked to rank “other” if a different 

cultural attribute should be included.  Eight L3C members ranked “other” high but did not 

provide an example of an attribute.  The results of the data can be used to determine a baseline of 

L3C members opinion on employee focused culture.  Survey respondents reported a strong 

response that all people are important in an employee focused organization but  did not appear to 

agree that all people benefited from an employee focused organization.  These results appear to 

contradict each other. Additional research may be needed to explore this matter further and will 

be discussed in the recommendations section in Chapter V.  

 Determining core values as related to organizational culture was another tenet of the 

study.  Respondents were asked to rank order each core value as demonstrated by the 

organization.  The data collected was analyzed to determine prevailing values demonstrated by 

L3C organizations. The survey respondent’s results are summarized in Table 5. 
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Table 5 

Ranked Core Organizational Values 

Core Values Ranked as 1 to 4 Ranked as 5 – 9 Ranked as 10-14 Total 

 # % # % # % # 

Integrity 16 66.7% 7 29.2% 1 4.2% 24 

Status 7 29.2% 13 54.2% 4 16.7% 24 

Truth 7 29.2% 15 62.5% 2 8.3% 24 

Wealth 5 20.8% 7 29.2% 12 50.0% 24 

Joy 5 20.8% 18 75.0% 1 4.2% 24 

Power 4 16.7% 9 37.5% 11 45.8% 24 

Happiness 0 0.0% 11 45.8% 13 54.2% 24 

Family 7 29.2% 6 25.0% 11 45.8% 24 

Loyalty 11 45.8% 6 25.0% 7 29.2% 24 

Compassion 7 29.2% 10 41.7% 7 29.2% 24 

Influence 17 70.8% 7 29.2% 0 0.0% 24 

Success 9 37.5% 5 20.8% 10 41.7% 24 

Justice 1 4.2% 6 25.0% 17 70.8% 24 

The data illustrates a variety of responses when respondents were asked to rank the 

organizational core values.  The four core values ranked among the highest identified were: 

integrity, influence, loyalty, and success with influence ranking the highest.  Just over 70% of 

L3C members surveyed reported influence was the most appreciated core value.  These results 

support Blanchard SCORES model™ related to the element of a compelling vision.  A 

compelling vision establishes the concept of a shared organizational vision and values (Black & 
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La Venture, 2015).  High employee involvement in the company’s mission direction further 

promotes empowerment.    

Respondents of L3C organizations were asked to evaluate if leadership successfully 

“walks the talk” of their organization’s cultural elements.  A four-point Likert scale was used to 

measure the responses. Table 6 summarizes the measured responses.  

Table 6 

Leadership Successfully Walks the Talk 

Response Frequency Percentage 

Strongly Agree 

Agree 

4 

11 

17% 

48% 

Disagree 7 30% 

Strongly Disagree 1 4% 

Respondents agreed that the leadership was a good representation of organizational 

cultural elements.  Based on the responses, from 1 strongly agree to 4 strongly disagree, the 

mean score to leadership exhibiting cultural elements was 2.22 with a standard deviation (SD) of 

0.78.  The research showed that one of the most important cultural elements was leadership’s 

ability to demonstrate authenticity.  Research by Black and La Venture (2015) found authenticity 

relates to open communication and transparency which survey respondents verified was present 

in the organization.  

Open communication was identified as a key characteristic or cultural element of HPO 

organization’s ability to succeed.  Respondents were asked if the companies foster transparency 

and open communication.  A four-point Likert scale was used to measure the responses. Table 7 

summarizes the measured responses.   
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Table 7 

Company Fosters Transparency and Open Communication 

Response Frequency Percentage 

Strongly Agree 

Agree 

3 

9 

13% 

38% 

Disagree 11 46% 

Strongly Disagree 1 4% 

Using a four-point Likert scale, from 1 strongly agree to 4 strongly disagree, frequency 

and percentages were outlined in Table 5.  Statistical analysis of the data provided a mean 

agreement score of 2.42 with a SD of 0.76.  In summary, the respondents were not in agreement 

that their organizations fostered transparency and open communication.  

Measuring on-going learning as related to employee centered cultures was another 

premise for this study.  A four-point Likert scale was used to measure responses related to talent 

development.  Table 8 summarizes the responses.  

Table 8 

Talent Development is a Key Priority  

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

9 

4% 

38% 

Disagree 13 54% 

Strongly Disagree 1 4% 

Respondents largely disagreed that the surveyed organization focused on continuous 

learning as a component for talent development.  Based on the responses, from 1 strongly agree 
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to 4 strongly disagree, 54 % of the L3C members surveyed reported the organization did not 

consider on-going learning a key priority.  The mean score was 2.58 with a standard deviation 

(SD) of 0.65.  

Similar to the open communication question, survey participants were asked; if freedom 

of expression of progressive ideas, opinions, and beliefs were highly encouraged.  Table 9 

summarizes the respondents’ perspective. 

Table 9 

Freedom of Expression is Highly Encouraged    

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

17 

4% 

71% 

Disagree 5 21% 

Strongly Disagree 1 4% 

Based on the analysis of results, 71% of respondents felt encouraged to express personal 

and professional opinions and ideas openly: 21% disagreed with the statement and 4% strongly 

disagreed.  These two combined reactions represented 25% of the total responses.  Given the 

strong positive response to the question, further analysis will be discussed in Chapter V.  

Survey respondents were asked two specific questions pertaining to Human Resources 

(HR) practices and the alignment of the organizational culture.  A four-point Likert scale was 

used to measure responses on both questions regarding HR practices and policies.  Tables 10 and 

11 summarizes the responses. 
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Table 10 

HR Polices and Strategies Aligned with the Culture   

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

13 

4% 

54% 

Disagree 10 42% 

Strongly Disagree 0   0% 

Respondents appeared to be split on organizational HR practices and policies related to 

company culture.  Based on the responses, from 1 strongly agree to 4 strongly disagree, 54 % of 

the L3C members surveyed agreed that organization HR policies were aligned with company 

culture and 42% disagreed when asked the same question.  None of the survey respondents 

strongly disagreed with the question.  The mean score was 2.42 with a standard deviation (SD) of 

0.76.  Human Resource practices can guide the conduct of employees by embedding ethical 

values within the organization’s culture (Grawitch et al., 2006).  However, employees could have 

opposing experiences in the same organization based on cultural and generational differences.   

Table 11 summarizes a similar question asked of the L3C members about HR polices as 

they relate to operational processes.  
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Table 11 

HR Policies and Strategies Aligned with Operational Process/Strategies  

Response Frequency Percentage 

Strongly Agree 

Agree 

2 

12 

8% 

50% 

Disagree 8 33% 

Strongly Disagree 2 8% 

Based on the analysis of results, 58% of respondents felt HR policies were aligned to the 

company’s operational process.  In comparison to the previous HR questioned asked, 

respondents varied slightly in the responses yet overall percentages were comparable.  The mean 

score was 2.42 with a standard deviation (SD) of 0.76 which was also comparable to the previous 

HR question.  Strategies based upon well designed human resource development policies and 

programs help make the culture be more effective (Grawitch et al., 2006).  Respondents may not 

be fully aware of all the human resource strategies applied in the organization.    

Evaluating if L3Cs were committed to leveraging the strength of their employees was 

another key aspect of the study.  A four-point Likert scale was used to measure responses on 

talent development.  Table 12 summarizes the responses.  
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Table 12 

Committed to Employees’ Continuous Improvement Strategies 

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

13 

4% 

54% 

Disagree 10 42% 

Strongly Disagree 0 0% 

Survey respondents strongly agreed or agreed (58%) that the organization was committed 

to continuous improvement strategies that leverage the strength of employees.  Of the L3C 

members that responded, 42% disagreed that the organization was committed to improvement 

strategies that leverage the strengths of their employees.  Black and La Venture (2015) 

determined that the employee focused culture model is based on that very premise.  Given the 

results of the data, further analysis will be discussed in Chapter V. 

 Another key area of this study was to determine if L3Cs value differing generational core 

values.  A four-point Likert scale was used to measure responses for supporting those 

generational differences in core values.  Table 13 summarizes the measured responses. 
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Table 13 

Differences in Generational Core Values are Respected and Supported  

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

11 

4% 

46% 

Disagree 12 50% 

Strongly Disagree 0 0% 

Similar to the previous HR questions, respondents appeared to be split on opinions for the 

support of generational differences in core values.  Based on the responses, from 1 strongly agree 

to 4 strongly disagree, 46 % of the L3C members surveyed agreed with the statement, while 50% 

disagreed when asked the same question.  None of the survey respondents strongly disagreed 

with the question.  The mean score was 2.46 with a standard deviation (SD) of 0.58. 

Respondents were asked two questions pertaining to diversity practices with the 

organizational culture.  A four-point Likert scale was used to measure responses on both 

questions regarding diversity and backgrounds.  Table 14 and 15 summarizes the measured 

responses. 
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Table 14 

Company is Committed to Diversity  

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

12 

4% 

50% 

Disagree 11 46% 

Strongly Disagree 0 0% 

Reponses were split to the diversity specific question as represented in Table 14.  While a 

combined response of 54% percent of respondents believed the organization was committed to 

diversity strategies, 46% believed otherwise.  Analysis was difficult to recognize why there was 

such a divide to this question.  A follow up question should have been asked to determine why 

respondents felt the organization was or was not committed to diversity.  This will be discussed 

further in Chapter V. 

Table 15 summarizes a similar question asked of the L3C members about diversity and 

how well employees interact with employees of differing backgrounds.  

Table 15 

Employees of Different Backgrounds Interact Well  

Response Frequency Percentage 

Strongly Agree 

Agree 

1 

14 

4% 

60% 

Disagree 7 30% 

Strongly Disagree 1 4% 
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What the analysis showed was a combined response of 64% of respondents believed 

employees of varying backgrounds interacted well together.  A combined response rate of 34% 

of respondents disagreed with the same statement.  The survey data demonstrated a greater split 

in responses as compared to Table 14.  Far more L3C members agreed employees of differing 

backgrounds interacted well in the organizations.  Given the results of the data, further analysis 

will be discussed in Chapter V.  

Determining if the L3C organizational structure provided positive societally impact on 

surrounding communities was a main premise of the study.  A four-point Likert scale was used 

to measure the responses. Table 16 summarizes the responses.  

Table 16 

Company Contributes to Societal Welfare that Benefits Overall Community 

Response Frequency Percentage 

Strongly Agree 

Agree 

2 

20 

8% 

83% 

Disagree 2 8% 

Strongly Disagree 0 0% 

Reponses agreed that their organization provided societal welfare to their overall 

community with a combined response rate of 91% as shown in Table 16.  Based on the 

responses, from 1 strongly agree to 4 strongly disagree, the mean score was 2.00 with a SD of 

0.41 This outcome further supports the literature that L3C structures are strategically positioned 

to provide positive services that promote local communities.  Organizational values shape the 

community of work, connect necessary talents to the organization, and provide the groundwork 

for a specific identity (Black & La Venture, 2015).  
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Qualitative Item Analysis 

Identifying whether L3Cs could demonstrate key characteristics of HPO organizations to 

become more successful was a component of the study.  Current research on L3Cs was limited in 

the measurement on employee centeredness and organizational success as related to SCORES 

characteristics.  The survey instrument included five qualitative questions to help expand on 

identify subject areas of employee focused organizational culture.  By including qualitative 

questions in the survey, respondents were allowed to write in responses, expand on answers and 

give further examples.  Qualitative questions were also used to collect information on how to 

maintain an employee focused organization.  The individual qualitative responses to each 

question were analyzed and categorized into general themes.  Based on the responses, main 

categorical themes were identified for each qualitative question.  The responses in each 

categorical theme are listed in Table 17 through Table 22 for each question. 

Write-in responses were collected for the question; please list any of your company’s 

core values that are not on the list in question two.  There were five write-in responses collected. 

Table 17 summarizes the responses in three categorical themes. 

Table 17 

Core Values Not on the List 

Category Frequency Percentage 

Trust and Commitment 

Leadership 

3 

1 

60% 

20% 

Negative core value 1 20% 

The category theme with the most responses was trust and commitment, which received 

three responses.  The majority of the qualitative responses for core values not on the list were 
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directly tied to trust.  One respondent reported that no core values on the list were practiced 

within the organization.  

The survey collected responses on ways senior leadership championed the overall 

organizational core values.  A total of five write-in responses were collected. Table 18 

summarizes the responses. 

Table 18 

How Leadership Champions Core Values  

Category Frequency Percentage 

Success 

Integrity 

1 

2 

20% 

40% 

Family 2 40% 

Both category themes, family and integrity, had two responses each. with the most 

responses was trust and commitment, which received three responses.  All examples were 

COVID 19 pandemic related in how leadership dealt with related business conditions.  One 

response in the family category was a negative response, whereas all other responses were 

positive in how senior leadership champions core values.  

The survey collected write-in responses for examples of how the organization fosters 

transparency and open communication.  There was a total of five write-in responses.  Table 19 

summarizes the responses into three categorical themes. 
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Table 19 

Fostering Transparency and Open Communication 

Category Frequency Percentage 

Social media 

Business Updates  

1 

2 

20% 

40% 

Financial transparency 2 40% 

 The categorical theme financial transparency and business updates collected the most 

responses for a combined total of 4 responses.  Business updates were provided using a 

technology platform to perform virtual sessions.  Respondents reported the use of virtual 

communication was socially responsible pandemic prevention tool.  Financial transparency had 

competing responses with regards to receiving full salaries during COVID- 19 pandemic.   

All survey respondents were asked to explain how the organization is committed to 

continuous improvement strategies that leverage the strength of employees.  There were five 

write-in responses. Table 20 summarizes the responses into two categorical themes. 

Table 20 

Committed to Continuous Improvement Strategies  

Category Frequency Percentage 

Roundtable sessions 

No activities  

2 

3 

40% 

60% 

 The categorical theme, roundtable sessions, collected 40% of the responses for a total of 

two responses.  Both write-in responses focused on communication and regular discussion with 

partners in the community to influence growth.  Based on the responses, 60% of examples 

focused on lack of key internal strategies.  Respondents reported that the community image was 
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more valued than true internal continuous improvement approaches that leveraged employee 

strengths.  Further analysis of the write-in responses concluded workers are expected to complete 

duties as assigned without discussion of employee growth.     

The final qualitative question of the survey instrument asked respondents to provide 

comments or suggestions as to what the organization needs to do to sustain an employee first 

culture.  The respondent data was analyzed and separated into two main categories, comments, 

and suggestions.  Comments, and suggestions were further delineated into categorical themes.  

Table 21 summarizes each theme under the corresponding comments response category.   

Table 21 

Sustaining an Employee First Culture 

Comment Themes Frequency Percentage 

Expression of Appreciation 

Continued Communication 

1 

1 

50% 

50% 

The request for comments or suggestions was the final question on the survey instrument. 

A majority of survey respondents left this question blank.  Table 21 lists all the write-in 

responses that were categorized as comments.  Several of the comments were appreciative of 

how the L3C organization has handled the COVID 19 pandemic.  One comment specifically 

mentioned that their organization used continued communication to keep members informed of 

organizational decisions. 

The second part of the question was broken down into the suggestion category.  Table 22 

summarizes the suggestion response themes. Each response is summarized and listed under a 

corresponding categorical theme. 
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Table 22 

Changes to Sustain an Employee First Culture  

Suggestion Themes Frequency Percentage 

Passion for work 

Trust and flexibility  

1 

1 

33% 

33% 

Anything more than current 1 33% 

As discussed in Table 21, a majority of survey respondents left this question blank. Table 

22 lists all the write-in responses identified as suggestions.  The suggestions were focused on 

remembering the employees have a passion for the work itself, which provided additional 

flexibility and trust in the members to create a culture of growth. HPOs are benevolent cultures 

in which every human being is individually valued (Black & La Venture, 2015).  

Summary 

Chapter IV presented the results of the survey of L3C members. Results of the survey 

were analyzed to determine how the organizational structure of a LC3 impacts high performance 

characteristics.   Analysis of the survey results measured key elements on employee centeredness 

and organizational success as related to SCORES™ model.  Chapter V will discuss the study 

conclusions and recommendations based on the results of the L3C member survey. 
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Chapter V: Discussion 

The purpose of this study involved research on the employee centeredness and 

sustainability of L3C organizational cultures.  A literature review was part of this study and 

focused on how the organizational structure of an LC3 impacts high performance characteristics.  

The study also reviewed the representation of generations in these workplaces and employee 

recruitment and retention strategies focused on diversity and inclusion strategies.  A survey 

evaluation on organizational culture as compared to Blanchard’s SCORES model™ was 

conducted to provide measurement on employee centeredness and organizational success.  Black 

and La Venture (2015) found that organizational culture is an important basis for work practices 

of high-performance companies and could be a source of competitive advantage if properly 

nurtured.  Teamwork, capability development and empowerment positively influence 

organizational performance (Muthuveloo & Teoh, 2013).  A survey of L3C members was used 

as the data collection method for this study.  The surveyed was develop based on the Blanchard 

SCORES model™ and research based on employee centered cultures by Black and La Venture 

(2015).  The survey was deployed using the UW-Stout Qualtrics™ tool.  Quantitative and 

qualitative data were collected with the survey instrument.  The data collected with the survey 

instrument was analyzed and the results were summarized in Chapter IV of the study. 

Limitations of the Study 

 The limitations of the research included: 

1. A low survey response rate of 20%.  

2. The information/database of L3Cs could be out-of-date or impacted by COVID-19 

due to state closures. 
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3. The impact of the COIVD-19 pandemic may have influenced survey response 

answers or the response rate. 

4. The results were limited to current active registered L3C organizations published on 

individual U.S. State Secretary of State websites. 

At the conclusion of the study, two limitations were confirmed.  An original limitation 

identified 150 participants as the proposed study sample size.  The study sample size was 119 

based on the participant contact information provided by the U.S. Secretary of State offices.  

Regardless of the actual sample size, the number of organizations and L3C members surveyed 

proved to be too small, with a 20% response rate.  The other limitation, although difficult to 

validate, was the impact of the COVID-19 pandemic.  This unforeseen circumstance could have 

also impacted the response rate related to available survey respondents and L3Cs affected by 

state mandated closures.  Companies were forced to make extreme administrative decisions 

given the contagious nature of the COVID-19 virus, thus possibly altering the organizational 

climate which may have impacted the organizational culture.  Participants may have had a 

skewed perception of the organization’s culture and climate based on those administrative 

decisions.  L3C members might have failed to respond with survey responses based on the 

immediate circumstances affecting the business rather than the entire tenure spent with the L3C 

organization.      

Conclusions 

 HPOs consistently demonstrate strength in six key elements: shared information and open 

communication, compelling vision, on-going learning, relentless focus on customer results, 

energizing systems and structures, and shared power and high involvement (Blanchard, 2009).  

These six elements were discussed in the literature review and defined the SCORES model™.  
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The study attempted to identify if all six elements were observable within the L3C structure.  

However, not all survey respondents reported that the organization displayed each element in an 

observable and impactful manner that increased employee engagement and culture.   

 Shared power and high involvement were two of the six elements and were expressed as 

freedom of expression.  When L3C members were asked if the organization allowed employees 

to freely express opinions, beliefs, and ideas without fear of reprisal, 71% of the respondents 

agreed the organization highly encouraged expression.  Organizations with people-centered 

values address concerns from employees regarding the economic business climate and other 

issues throughout the organization (Ready, Hill, & Thomas, 2014).  If organizations fail to invest 

in employees, those organizations risked jeopardizing success and ultimately survival (Bassi & 

McMurrer, 2007).  For an L3C to excel in the HPO model, the organization needed to adopt a 

collaborative environment (Osborne & Cowen, 2002).  HPOs are humane organizations in which 

leaders and stakeholders are encouraged to be supportive, helpful, and interested in the 

suggestions and ideas of employees (Cooke & Hartman, 1989).  Empowerment is likely to 

enhance corporation and ultimately organizational performance, if trust exists in the organization 

(Black & La Venture, 2015). 

 HPO organizations focus much of the internal growth on developing employees.  An 

employee focused culture must support and encourage new career opportunities to demonstrate 

high performance characteristics.  Of the survey participants, 58% confirmed the organization 

was committed to continuous improvement strategies.  Participants were less confident (42%) 

that the organization had the ability to leverage employees’ strengths.  Career planning and 

opportunities to advance in the organization were found to be directly related to retention (Chen, 

Wang, & Chu, 2010).  Blanchard (2009) specifically spoke to leadership’s ability to align on-
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going learning with the organizations mission, value, and strategies as a key component of 

creating a sustainable HPO.  Learning helps employees achieve the highest level of performance 

and engagement.  By fostering individual and organizational learning, people centered cultures 

are actively shaping organizational futures (Black & La Venture, 2015).   

 HPOs celebrate workplace diversity.  HPOs embrace the similarities and differences 

among their employees in terms of cultural background, physical ability, race, sex, sexual 

orientation, religion, and age (Black & La Venture, 2015).  Survey participants were split on 

whether the organization was committed to diversity.  Only 54% of L3C members indicated 

diversity was an important aspect of the culture, while 46% reported diversity was not important 

in the organization.  The reasons for such a dichotomy in responses was difficult to discern.  A 

follow up question should have been included to ask why respondents felt the organization was 

or was not committed to diversity.  The follow up question would have provided examples of 

what the organization may have missed when handling diversity.  The low response rate and 

limited demographics may have influenced the results.   

 The study indicated a conflicting response when survey participants were asked a second 

question involving diversity.  Analysis showed a combined response that 64% of respondents 

observed employees of varying backgrounds interacted well together while 34% of respondents 

disagreed with that same statement.  Participants reported higher satisfaction with how 

employees of differing backgrounds interacted together than how committed the organization 

was to diversity.  Based on that response, L3C members understand how diversity affects an 

organizational culture and the challenges that come with differing backgrounds, however, may 

not be fully aware of the organization’s diversity strategies and recruitment efforts.  This may 

have led to the negative response on how committed the organizations was to diversity.  HR 
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needs to play a more integral role in the beginning stages of employee’s careers.  Organizations 

achieve greater effectiveness to the extent that there is consistency in translating core values 

developed within HR practices and polices (Denison, 1990).  Blanchard (2009) also 

recommended that energizing systems and structure as a specific SCORES element where 

diversity plays an integral part.  Energizing systems and structures provide the platform for rapid 

responses to obstacles dependent on varying opinions, thoughts, beliefs, and traditions.  L3C 

members from different cultures have different experiences, which provide the organization a 

vast knowledge base.  Employees belonging to different cultures usually have different ways of 

thinking and can thus analyze a matter from a variety of perspectives (Al-Jenaibi, 2011).  An 

organizational culture aligned with these factors will result in happier employees, who will work 

harder for the company and who will stay with the organization longer (Black & La Venture, 

2015).   

Recommendations 

 Participants observed various characteristics within the L3C structure that aligned to 

Blanchard’s HPO SCORES model™.  However, survey respondents did not validate that the 

L3C structures studied were necessarily HPOs.  Results of the survey data were used to 

determine L3C members’ perspectives on employee focused cultures.  Some of which appeared 

to oppose each other. Survey responses supported a strong sense that all people are important in 

an employee-focused organization but did not appear to agree that all people benefited from an 

employee focused culture.  The recommendation section of this study describes six L3C 

recommendations for consideration based on the study results. 

1.  To promote a stronger awareness of talent development and on-going learning 

opportunities, L3C organizations need to consider stronger human resource practices.  
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Talent development penetrates the entire company and is therefore never exclusively 

connected to one function (Black & La Venture, 2015).  L3Cs must establish a 

supportive learning and working climate.  A focus on growth and development of 

employees and the establishment of strong foundations of trust and communication 

are the hallmarks of high-performance people-focused culture (Black & La Venture, 

2015).  

2. L3C organizations need to revise existing diversity and inclusion programs to 

recognize and combat the potential for negative perceptions regarding diversity and 

organizational commitment to diversity.  More direct communication about diversity 

and diversity programs could be created to acknowledge what the L3C organizations 

are executing to ensure diversity practices.  Examples include cultural awareness 

training that follows an employee-centered approach, creation of employee 

professional networks, and internal/external marketing plans focused on inclusion.  

Today’s more global and diverse workforce requires the awareness of cultural 

nuances and flexible leadership that is focused on employees by leveraging 

collaboration and coaching (Black & La Venture, 2015). 

3.  L3C organizations need to establish effective communication networks that are the 

key drivers to establish employee participation and cultural adoption.  

Communication channels and methods are continually changing which require 

organizations to re-evaluate the best strategies to communicate with members and 

communities.  Several survey respondents suggested that communication to members 

needed to be improved and expanded.  Based on the survey analysis, L3C 

respondents wanted to work for organizations that valued employees  as a whole 
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person and allowed for opportunities to provide meaningful work.  Employees of 

HPOs know the work has inherent value and positively affects the lives of others 

(Black & La Venture, 2015).  This can be accomplished by the integration of open 

communication and compelling a vision, along with HPO characteristics that reward 

employees for contributions to the larger community.  

4. To further validate the survey results, interviews with L3C members should be 

conducted.  Exploratory discussions and open-ended questions may provide a better 

analysis of whether L3C structures exhibit HPO characteristics.  Interviews may 

enable the researcher to uncover the root cause behind many of the opposing and 

divergent survey responses.  Interview data gathered could be used to augment the 

study results and further develop and triangulate the data collected. 

5. L3Cs need to design strong HR strategies and systems that allow members to succeed 

within the organizational culture.  Employees differ in experiences and interpretation 

of the HR practices (Nishii, Lepak, & Schneider, 2008).  The survey results supported 

this conclusion given the opposing acceptance of the current HR policies and 

employment practices.  L3C members did not fully agree that HR policies were 

aligned to the culture.  Proper reward and growth systems that establish trust are 

important to any HPO.  To address this fact, the organization must ensure that the 

staff are challenged and suitably rewarded (Black & La Venture, 2015). 

6. L3C organizations would benefit from the launch of internal and external marketing 

campaigns focused on the positive contributions the organization brings to the public.  

L3C survey respondents overwhelmingly agreed that the organization provided 

societal welfare that benefited the overall community.  Doing business is no longer 
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only making profits, organizations also need to behave in a socially responsible 

manner (Black & La Venture, 2015).  Internal and external campaigns would allow 

for more transparency and accountability which would alleviate intensified 

stakeholder pressure on organizations to engage in more responsible behavior.  A 

focus of corporate social responsibility is defining the corporate identity, making the 

company more transparent and trying to develop a system of accounting for one’s 

actions (Driscoll & Hoffman, 2012).    

Recommendations for Future Research  

L3Cs can use the results of the study to better develop and structure an employee focused 

culture around high performance characteristics.  This would enable these organizations to 

deliver rewards, systems and communication that matter to members, and improve efficiency and 

effectiveness of the L3C structure.  Implementation of the recommendations of this study would 

contribute to future research to determine what other L3C organizations have done to 

successfully evaluate effective people centered cultures.  A replication of this study is 

recommended to be completed with a larger sample size across a broader range of industries that 

hold L3C designation.  The results may further confirm that L3C structures are prime examples 

of high performing organizations.   

Summary 

Chapter V discussed the study results, conclusions, and researcher recommendations 

based on the study results.  The study results compared an L3C organizational structure against 

Blanchard HPO SCORES™ model.  A limitation revealed during the study was the influence of 

COVID-19 pandemic on survey responses.  The study concluded with multiple recommendations 

and instances for additional research. 
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Appendix A: Email Asking for Participation  

My name is Drew Cavallaro and I’m a Graduate student at UW Stout Wisconsin.  As part of my 

thesis we are collecting feedback from L3Cs on employee culture.  This online survey will take 

approximately 10 -15 minutes to complete.  The data collection process is entirely voluntary.  

You can choose not to participate.  Thank you in advance for providing valuable input by 

completing the survey.  If you have any questions regarding the survey, please contact me at 

Cavallaroa2007@my.uwstout.edu. 
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Appendix B: Implied Informed Consent 

 
UW-Stout Implied Consent Statement 

for Research Involving Human Subjects 
 

Consent to Participate In UW-Stout Approved Research  
 

Project Title: Employee Centered Cultures and L3C’s    
 
Description:  
This study will examine new and emerging activities on Low Profit Limited Liability companies 
(L3Cs) as it relates to employee centeredness and sustainability of organizational cultures. 
Today, there is limited research published on L3C structured organizations regarding their 
current state as High Potential Organizations and sustainable employee centered cultures post 
economic recession. A survey of L3C members will be used to provide a more in-depth review 
of the internal cultural elements beyond the known legal publications.  
 
Risks:    
You may experience questions that are personal or upsetting. You do not need to answer them if 
you don’t wish to. There is a chance your data could be seen by someone who should not have 
access to it. We’re minimizing this risk by keeping data anonymous and removing all personal 
identifiers. 
 
Benefits: 
You may benefit by contributing to the understanding of L3Cs culture elements as it relates to 
employee recruitment and retention focused. Common trends in L3C organizations will provide 
insights that could lead to future research. 
 
Confidentiality: 
No identifying information will be publicized during this study.  The survey technology platform 
will use a unique identifier.  No personal information will be collected.  Information regarding 
the study will be stored in the researcher’s computer and will be permanently deleted once the 
Spring Semester 2020 ends. 
 
 
Future Use:  
Any information collected for this research project will be stripped of any identifiers and will not 
be used in other research in the future. 
 
Time Commitment:  
The standard survey questionnaire will likely last between 10 - 15 minutes. 
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Right to Withdraw: Your participation in this study is entirely voluntary. You may choose not 
to participate without any adverse consequences to you. You have the right to stop the survey at 
any time. However, should you choose to participate and later wish to withdraw from the study, 
there is no way to identify your anonymous document after it has been turned into the 
investigator. If you are participating in an anonymous online survey, once you submit your 
response, the data cannot be linked to you and cannot be withdrawn. 
 
IRB Approval: This study has been reviewed and approved by The University of Wisconsin-
Stout's Institutional Review Board (IRB). The IRB has determined that this study meets the 
ethical obligations required by federal law and University policies.  If you have questions or 
concerns regarding this study, please contact the Investigator or Advisor.  If you have any 
questions, concerns, or reports regarding your rights as a research subject, please contact the IRB 
Administrator. 
 
 
Investigator: Drew Cavallaro 
651-373-9468 |    
cavallaroa2007@my.uwstout.edu 
 
 

IRB Administrator 
Elizabeth Buchanan  
Office of Research and Sponsored Programs 
152 Vocational Rehabilitation Bldg. 
UW-Stout 
Menomonie, WI 54751 
715.232.2477 
Buchanane@uwstout.edu  

Advisor: Dr. Jeanette Black 
715- 232-5229  |  blackj@uwstout.edu 

 
 
Statement of Consent: 
By completing the following survey, you agree to participate in the project entitled, Employee 
Centered Cultures and L3Cs. 
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Appendix C: Survey 

Employee focused cultures are defined as an organizational environment that creates a strong, 

positive belief in people and sustains a high level of performance and profit over an extended 

period of time. 

 
1. Rate the employee focused cultural attributes below in order of significance (1 -Very 

significant; 2- Significant; 3 - Moderately significant; 4 - Not significant). 

All people are important  
Belief people shape organization 
culture 

 

Happy people working together 
perform at higher levels 

 

All people benefit as a result  
Other (please list) 
 

 

 
2. Rank the core values below in order that are fundamental to your organizations culture (1 

– 13). 

Integrity  
Influence  
Joy  
Status  
Truth  
Wealth  
Justice  
Power  
Happiness  
Family  
Loyalty  
Compassion  
Success  
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3. Please list any of your company’s Core Values that are not on the list:  
 
 
 

4. Give an example of how your senior leaders champion these core values:  
 
 

 
 

5. Leadership successfully “walks the talk” of my organization’s cultural elements? 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
6. My company fosters transparency and open communication. 

a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
7. Please provide examples:  

 
 
 

 
8. Talent development is a key priority within my organization. 

a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 
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9. Freedom of expression in progressive ideas, opinions and beliefs are highly encouraged. 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree   

 
10. Human Resource (HR) polices and strategies are in alignment with my company’s 

culture. 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
11. Human Resource (HR) polices and strategies are aligned with my company’s operational 

processes/strategies. 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
12. My organization is committed to continuous improvement strategies that leverage the 

strength of employees. 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
13. Explain:  
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14. Differences in generational core values are respected and supported 
a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
15. My company is committed to diversity 

a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
16. Employees of different backgrounds interact well in my organization. 

a. Strongly Agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
17. My company contributes to societal welfare that benefits the overall community 

a. Strongly agree 
b. Agree 
c. Disagree 
d. Strongly disagree 

 
 
 
 

 
18. In your opinion, what does your company need to do to sustain an “employee first” type 

culture.  
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Appendix D: Follow-Up Email for Survey 

 
You recently received an email inviting you to participate in providing feedback from L3Cs on 

employee culture.  This is a reminder to complete the survey.  Your participation is greatly 

appreciated.  This online survey will take approximately 10 -15 minutes to complete.  Please 

complete the survey at your convenience by March 31, 2020.  

  

Thank you in advance for providing valuable input by completing the survey.  If you have any 

questions regarding the survey, please contact me at Cavallaroa2007@my.uwstout.edu. 
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Appendix E: Survey Thank-You Page 

Employee Focused Culture can be defined as an Organizational environment that creates a 

strong, positive belief in the people and sustains high level of performance and profit over an 

extended period of time. 

Thank you in advance for providing an opinion on your organizational internal culture.  Your 

responses are important, and the results of the survey will provide information for future research 

on L3C’s.  

 


