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Foreword

Ed Schein knows a thing or two about corporate culture. Ed Schein
also knows a thing or two about organizational change. The truth
is that Ed Schein probably knows more about corporate culture and
its relevance for organizational transformation than just about any-
body writing about these issues today. If there is such a thing as
“principled envy,” then this is the book that a good many of us
would have wished we had written. Let me tell you why.

First of all, Schein has been at it a long, long time, some forty
years ot so, both on the ground, consulting with dozens of organi-
zations, and then drawing on those experiences plus some thorough
empirical research to create, if you will, a theory of practice of cul-
tural transformation. | have come across many in this field who
have written about corporate culture without ever taking part in
the sweaty, gritty, and complex job of guiding institutions to a new
state. What they've done is read up on it, so to speak. And then I
have come across the practitioners who are mainly concerned with
producing events and acting without the 30,000-foot view or hav-
ing the time or opportunity to reflect on these matters. The first are
always inclined to think abstractly, to find over-arching principles,
while the latter, living in a world disconnected from facts, are often
prone to imagine that everything can be explained or attributable
to particular incidents. We can call one “participative truth” and
the other “observed truth.” Both, for obvious reasons, are limited
and each of them can be equally deceived. Each should be capable
of informing the other. Which is exactly what Schein does. He has
the unique capacity to blend these two kinds of truth in what can
be called “practical intelligence” knowledge of use to the practic-
ing manager and consultant but also of use to the academic with
that 30,000-foot perspective.
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Secondly, Schein writes with unbridled lucidity. In fact, his |

clarity is what gives this volume real power. In the service of full

‘ disclosure, I should teil you that Ed and I have worked together for |

many years and coauthored two books. No one [ have worked with f
| has quite the knack he does for taking complex ideas and rendet-
ing them in such simple, clear declarative sentences. His writing is
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spare and muscular, and when he uses charts and diagrams to illus-

trate a point, they do just that: they clarify and illuminate. But not

for a moment is this book simplistic nor does it try to vulgarize by
oversimplifying the subtle nuances of culture. Oliver Wendell
Holmes put it best (and I'm paraphrasing him) when he said, “I
wouldn’t give a fig for the simplicity this side of or before complex-
ity but I would gladly lay down my life for the simplicity on the
other side of complexity.” That's the gift of this book, rendering
simplicity on the other side of complexity.

Finally, what makes this book so wonderful is that it takes cul-
ture seriously. That sounds weird, doesn’t it? Why wouldn’t a book
on corporate culture be serious? Schein argues, and he’s spot on,
that there’s too much palaver written about corporate culture; you
know the six easy steps to change the world. He avoids quick fixes,
catchy phrases, simplistic bromides, and fervent anthems. In fact,
he regularly reminds us that culture is something that is delicate
and tough, adamantine in nature, not difficult to misread and haz-
ardous when you do. The subtext of this terrific book is that you
just can’t pop a culture in microwave and out pops a McCulture.

Schein’s book is the distillation of forty years of reflection and

research, experience and imagination. What a treat to read, prin-
cipled envy and all.

June 1999 Warren Bennis
University Professor
Marshall School of Business
University of Southern California

] have always advised my students to write when they feel passion-
ate about something. Some of my own best writing over the years
has been precipitated by anger—something that seemed clear to
me was so unclear to others. So I sat down to try to clarify it as best
I could. This feeling has overcome me again with respect to orga-
nizational culture.

The concept of culture was introduced by anthropologists more
than one hundred years ago, and anyone who travels or takes an
anthropology course feels personally how differently difff.:tent peo-
ple think and do things. The traveler also learns that it is dangej:'—
ous to stereotype another culture. It is easy and convenient, but it
is dangerous, especially when there are superficial similarities, if ge.t~
ting things done in the other culture matters. If I want to work in
Germany, it does me little good to know that Germans are com-
pulsive; if I want to work in Italy, it is not so helpful to kpow that
Jtalians are free in expressing their emotions; and if a German
wants to work in the United States, it is of little good to know that
we are individualistic. These insights can be helpful, but the}r are
not enough. Cultures are patterns of interacting elements; if we
don’t have a way of deciphering the patterns then we may not
understand the cultures at all.

Now, here is my puzzle and frustration. Why do we assumne
that organizations—corporations with long and venerable blsto—
ries, or even young companies with short but intensive hist(')rles——
are simpler to decipher than countries? All of our case evidence
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suggests that these organizations develop powerful cultures that
guide the thinking and behavior of their employees. Yet we talk
about corporate culture as if it were a managerial tool, like a new
form of organization structure. Every day, the papers are full of
managers announcing that they need a “new culture” of some-
thing or other in their organization, and there are plenty of con-
sultants ready to come in and give them a program for launching
their new culture. Can you imagine saying that the United States,
or France, needs a new culture?

To make matters worse, we know that managers like things that
are quantifiable, measurable, and manipulable. Management is
being in control of something, not drifting along with the tide.
Managers favor concepts and tools that are actionable. So, unfortu-
nately, many academics and consultants tout culture concepts and
theories based on questionnaires that produce numbers and profiles,
and that permit organizations to be put into neat boxes. But when |
visit those organizations, what I observe is that the boxes contain
only some of the superficial elements of the culture. They are not
incorrect labels, but they are fairly useless because they do not reflect
the cultural forces that matter, In my experience, the forces that
matter cannot be dug out with simple measures; they cannot easily
be classified into typologies because they tend to be unique patterns
reflecting the unique history of the organization.

So [ am writing again, to supplement my longer books of 1985
and 1992 (Organizational Culture and Leadership, first and second
editions respectively), and to be more pointed in my argument.
There is now abundant evidence that corporate culture makes a
difference to corporate performance; we know that leaders increas-
ingly need concepts and tools for working with culture in varied
and subtle ways. If you want to take a serious rather than supetficial
look at culture in organizations, struggle through this book with
me—and let the complexity inform you rather than turn you off.
You will not find Three Steps to the Perfect Corporate Culture. But
you may gain some insights and ideas to help you deal more con-
structively with the culture issues you have in your organization,
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In each chapter, [ provide the logic of the argument, but I also
give you case material and practical suggestions for what you can
do to test the ideas for yourself. | hope the chapter titles are self-
explanatory; you should feel free to jump around to follow your
own questions. I find that learning to see the world through cultur-
ally more sophisticated lenses is fun. You see more, and you under-
stand more. | hope that you too discover that it is fun to have
cultural insight.

Methodology and Acknowledgments

[ have learned over the past forty years that the best dat? about
what goes on in the real world come from real-world experience. I
have learned the most about organizations and their cultures from
actual experiences as 2 member of and consultant to organizatlonﬁ.
Consulting to organizations proves to be critical because until
someone seeks help and until the consultant tries to provide he_l]_:?,
much of the reality of what is going on remains hidden. The tra.dl—
tional researcher cannot motivate the members of an organization
to reveal what they spend a lot of energy concealing, and in fact
much of what the researcher wants to know is even hidden by the
organization’s members from themselves. |

It is when the organization wants something, when it seeks
help, that the psychological dynamic is set up for ﬁndir%g out what
is really going on. Kurt Lewin had it right when he said that you
cannot understand an organization until you try to change it. [
found that when I functioned as a helper or consultant, I could
observe things and ask about things that revealed the unde.rb‘f:ll?( c?f
organizational life where cultural issues reside. I called t.hlS clini-
cal research” (Schein, 1987) and have argued that this le\.fel of
inquiry is necessary and desirable for deciphering cultural issues
(Schein, 1993). The clinical researcher brings theory and 'helpmg
skills to client systems that want to solve problems and dls.covers
during his or her interaction with the clients that all sorts of impor-
tant data surface about what is going on. Documenting, organizing,
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and extrapolating from these data is the essence of clinical research,
and it is what most of my cultural knowledge is based on.

Because most of what I have learned comes from my consult-
ing work with organizations, it is to those otganizations that I owe
amajor debt of gratitude. It is the willingness of organizations to
let me help them, hang around, ask questions, give lectures and
get responses, and run workshops and simulations in which I could
observe people in action that has nurtured my own insight into
cultural and organizational dynamics. I wish to thank all of my
clients, particularly Digital Equipment, Ciba-Geigy, “Alpha”
Power, “Beta” Oil, and the dozens of others who have let me see g
bit of their cultural reality.

The insights I have gained from my clinical experience in
working with otganizations combined with what I know of theory
and what other researchers have uncovered is the basis for the
assertions made in this book. We are not yet, in this field, at the
stage of having hard hypotheses to test, and perhaps we never will
be. But good description and analysis is a stage of science that is
much needed, and I view this effort as being an attempt along those
lines. If I have been successful, the reader will recognize from his or
her own experience many of the phenomena [ describe, and that is,

for me, an important level of validation.

Cambridge, Massachusetts
June 1999

Edgar H. Schein
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Part One

Corporate Culture Basics




Chapter One

Why Does Corporate Culture Matter?

* Some Culture Lessons from Atari, Apple, IBM,
DEC, Procter & Gamble, and “Acme Insurance”
® Culture Issues in Mergers, Acquisitions,
and Joint Ventures
¢ Start-ups, Midlife, and Old Dinosaurs
* Where Does Culture Reside?
¢ The Bottom Line

Culture matters. [t matters because decisions made without aware-
ness of the operative cultural forces may have unanticipated and
undesirable consequences. In the stories I tell in this book, the con-
sequences were sometimes considered desirable and sometimes not.
(In several cases of the latter, ] have used fictitious names and indi-
cated this by setting them in quotation marks.) The point is that
they occurred, they could have been predicted, and in some cases
they could have been prevented if culture had been taken seriously
in the first place. The argument for taking culture seriously, there-
fore, is that one should anticipate consequences and make a choice
about their desirability.

Some Culture Lessons from Atari, Apple, IBM, DEC,
Procter & Gamble, and “Acme Insurance”

Many years ago, when Atari was preeminent in designing comput-
erized games, they brought in a new CEO whose background was
in marketing. His cultural background told him that the way to run
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a company was to get a good individual incentive and career sys-
tem going, Imagine his chagrin when he discovered a loosely orga-
nized bunch of engineers and programmers whose work was so
seemingly disorganized that you could not even tell whom to
reward for what, Well, the CEO was sure he knew how to clean up
that kind of mess! He instituted clear personal accountabilities and
an individualistic, competitive reward system symbolized by iden-
tifying the “engineer of the month”—only to discover that the
organization became demoralized and some of the best engineers
left the company.

This well-meaning CEO had not realized that the essence of
the creative process in designing good games was the unstructured
collaborative climate that enabled designers to trigger each other’s
creativity. The successful game was a group product. The individ-
ual engineers shared an assumption that only through extensive
informal interaction could an idea come to fruition. No one could
recall who had actually contributed what. The individualized
reward system gave too much credit to the engineer of the month
named by the CEO, and the competitive climate reduced the fun
and creativity.

Though the whole story at Apple Computer is not yet known,
it is likely that John Sculley’s tenure was bedeviled by similar issues.
He tried to gain the respect of the technical culture that had
spawned Apple’s success but never succeeded; many of his efforts
to make Apple a better company ran into resistance grounded in
the culture that was there. It is probably no accident that eventu-
ally Apple turned back to one of its founders, Steve Jobs, to get it
back on course.

If marketers are mismatched with technical cultures, how was
it possible for someone like Lou Gerstner to come into IBM and
successfully bring it back into profitability and economic health?
Here too the story is not yet fully known, but taking a cultural pet-
spective teveals a key fact about IBM. Tom Watson, St., the
founder, was a salesman who became unhappy working for the
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autocratic John Patterson, founder of National Cash Register. Wat-
son decided to create his own business-machines company—but
note that he was a salesman, so he introduced many of the values
and assumptions of a sales and marketing culture (Dyer, 1986).
When IBM ran into difficulties some years ago, many insidets
argued it was a marketing failure that accounted for the problems;
hence getting a good marketing CEQ was the correct way to regain
their momentum. Although the technical side of IBM rose to emi-
nence over time, the sales and marketing side has always domi-
nated, so Getstner fit right in.

The story of Digital Equipment Corporation is told in greater
detail throughout this book, but for purposes of understanding how
much culture matters it needs to be said at the outset that the very
culture that made DEC a great company in a remarkably short
period of time became dysfunctional as size, market conditions, and
technology changed. Failure of the culture to adapt was at the root
of the economic difficulties that eventually led to DEC’s severe
turnaround and ultimate acquisition by Compaq. Even though
highly conscious of its culture, DEC was unable to change it from
the inside.

Now to another kind of story. In the 1950s, Procter & Gamble
decided they wanted to be a low-cost producer. A farsighted man-
ager of manufacturing empowered a staff group to examine how
one might organize plants to increase both productivity and worker
satisfaction. With the help of organization development (OD) con-
sultants such as Douglas McGregor and Richard Beckhard, they
evolved a concept of a factory that depended much more on
worker involvement and a reward system that emphasized multiple
skills rather than hierarchical position or number of people super-
vised. The essence of the idea was to have a plant view itself as a
business with suppliers and customers, and to run that business
responsibly.

The staff group also realized that there was no chance of sell-
ing such a concept either to the union or to more traditional
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management types. They had to start with a new plant, hire
their own plant manager, and teach him the new concept of a
plant as a self-managing business. The “Augusta” plant was born
and was soon highly successful. To proliferate this success, the
staff group decided that potential managers of other new plants
(and of the old unionized plants) would have to learn the new
system in an apprenticeship capacity to ensure that they really
understood it.

Over the next several years, a number of new plants started up,
in each case with a manager who had apprenticed in the Augusta
plant. The new operations worked well, but the unionized plants
remained problematic. Some of the older-and-wiser ex-Augusta
managers were then placed into those plants to begin the process
of “changing the culture,” although that was not the vocabulary
used at the time. Each plant also had an OD manager reporting
directly to the plant manager and who had been recruited from the
employee ranks before being trained in organization development.

My work with one of these managers highlighted the problem.
Until the union began to trust management, there was no chance
of even discussing the new kinds of production systems that would
allow for job trading and multiskilling—notions that violated some
of the most sacred cows of trade unionism. In one plant, it took
about five years for the union to decide that the manager could be
trusted and to open discussion of a new kind of contract. After sev-
eral more years, the union accepted the new system and saw that it
was of benefit to all.

A few years ago, I attended a celebration marking the conver-
sion of the last of P&G’s unionized plants to the new system. The
event occurred fifteen years after the launch of the Augusta plant,
but a real culture change had been achieved in the manufacturing
division. (No doubt a few years from now we will hear a similar
story of how Jack Welch changed the culture of GE, and we will
find once again that real change of this sort takes an intensive effort
over many years.)
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“Acme Insurance” (a pseudonym) illustrates the consequences
of changing technology without analyzing the constraints of cul-
ture. A large insurance company decided to increase its competi-
tiveness by rapidly evolving to the paperless office (Roth, 1993),
with all major transactions to be done by computer in the very near
future. To accomplish this change, they hired a talented manager
of information technology who had a proven track record. She was
given a tough target of converting the clerical staff to the new sys-
tem within one year. Training modules were created to teach
employees how to use the new system effectively. But the IT man-
ager was not awate that the company was, at the same time,
launching intensive productivity efforts that signaled to the
employees that they had to get their normal work done in addition
to whatever training they could squeeze in. The result was that the
training was done in off hours and half-heartedly, and, worse, the
IT manager was not told this because the employees feared senior
management reprisal. At the end of the yeat, the IT manager
announced that the paperless transaction system had been suc-
cessfully installed. But she did not know that the employees were
so poorly trained that it was taking them much longer to use the
computers than it had taken to use papet. Productivity actually
dropped. Failure to recognize some of the deep realities of their own
culture caused this organization to waste tremendous amounts of
money and effort for very little gain.

I observed a similar scenario in the back room of a large bank
that installed computerized recordkeeping to reduce paper flow.
Employees had data on their computer screens, but when a cus-
tomer called with an inquiry there was never enough of the case
history on a single screen for the employee to rely on. So the
employees kept extensive backup folders, which they pulled out as
needed. Whenever the IT-oriented manager came around, the fold-
ers disappeared and the employees pretended to be using only the
computets. This was not a technology failure. It was failure to
understand the subculture operating in the clerical group.
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Culture Issues in Mergers, Acquisitions,
and Joint Ventures

In these opening stories, culture is an internal matter and relatively
invisible. When organizations that have developed their own cul-
tures acquire each other, attempt to merge, or engage in various
kinds of partnerships and joint ventures, the culture issue is more
blatant and visible. However, surprisingly little attention is paid to
culture before the new organization is created. As the new organi-
zation begins to function, people hear the rhetoric that “we will
take the best from both cultures,” but careful examination of the
evidence points in a different direction.

It seems that in all cases where cultures have to be combined,
there are three possible patterns: separation, domination, or
blending.

Separate Cultures

The first possibility is that the cultures remain separate, as in con-
glomerates that allow subsidiary companies to retain their separate
identities.

I was asked some years ago by the Swedish government to run
a workshop for the senior executives of the government-owned
Swedish industries to decide whether they should launch an effort
to create a “common culture” across their various industries. After
lengthy discussion of the disparate elements of shipbuilding, min-
ing, bottled water, and so on, it was clear that a common culture
was not only a bad idea but probably impossible to implement. The
attendees did agree that the senior executives in each industry
should be viewed as “cotporate property” and be made available in
whatever industry needed them. But even there, they decided it
would be dangerous to remove such executives from the company
in which they had achieved success.

Another Swedish case involved a lock company that was buy-
ing up local lock companies all over Europe but aggressively leav-
ing them alone—and hiding its ownership in the belief that
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customerts needed to maintain their confidence in the local lock
companties they had always dealt with.

In these cases, the cultures need to be “aligned” in the sense of
not working at cross purposes with each other. This is easy if the
owners manage through limited financial linkages. It becomes more
difficult in partnerships or joint ventures where the parents have
different cultures. In a study of fifty-fifty (ownership) joint ventures
with parents from different countries, very little evidence of initial
blending was found (Salk, 1992). In a German-U.S. owned joint
venture, the two groups of nationals clung to their own way of
doing things for several years, until a local labor relations crisis
forced them to work together and build some new ways of working
that did actually draw on each other’s expertise and way of doing
things. In an Iralian-Canadian joint venture, the two groups
worked together for almost a decade without in any way integrat-
ing their cultures. Each group bad-mouthed the ways of the other.
Because economic conditions were favorable, no incentive existed
for making real efforts to integrate.

I worked with Ciba-Geigy in the late 1970s. It was some twenty
years after Ciba had merged with Geigy, yet many managers still
identified completely with the company from which they had
come. They felt free to criticize the new company as not having
taken advantage of some of their own “better” ways.

Dominant Culture

The second possibility in a combination is that one culture domi-
nates the other. In some cases this is explicit, as when one company
acquires another. When Intel bought a semiconductor plant from
DEC, the new management announced that the plant would now
operate by the Intel method—and that was that. When Hewlett-
Packard bought Apollo, it coercively trained Apollo employees to
adopt “the HP way.”

Let me illustrate, using the HP-Apollo case. I worked with a
group of computer division managers in Palo Alto and was told



10 The Corporate Culture Survival Guide

that the HP way required people to be nice to each other and reach
consensus in group meetings. If you resisted too vigorously, they
said, the boss would pull you aside later and tell you that you were
not “a team player.” Some months later, I was sitting next to a
young woman who had gone to work for Apollo in Massachusetts;
[ asked her how she liked it. She said it was OK, but she worried
that one could not really be outspoken or get one’s point of view
across. | asked her what would happen if she persisted in arguing for
her view, and she said—literally—*“The boss will pull you aside and
tell you that you are not a team player!!!”

Does one see less domination in so-called mergers of equals?
Or is every merger an acquisition—no matter the rthetoric about
taking the best from each culture? In my own experience, one cul-
ture is always dominant, but this reality may not be visible for
some time precisely because of the rhetoric. It will be interesting
to watch how several current mergers work out from this point of
view: British Petroleum and AMOCQO, Chrysler and Daimler
Benz, NYNEX and Bell Atlantic. In the study of fifty-fifty joint
ventures (Salk, 1992) the one organization that did not remain
culturally separate (a German-French partnership) was dominated
by the French because the location of the organization was in
France.

Blended Cultures

Possibility number three is that the cultures blend or integrate.
Blending, taking the best of both cultures, is usually claimed to be
the desirable outcome. What happens in practice is generally more
complex and questionable. One level of blending is to create a new,
superimposed set of values and sell them to the various cultural
units. As we will see in later chapters, this only works under certain
conditions. At another level, the new organization attempts to
benchmark its various systems and procedures against each other
and against externally perceived “best practices” to create and stan-
dardize new procedures across the resultant organization. One often
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hears that the new organization takes the accounting system from
one parent, the human resource system from the other parent, and
so on.

To balance power and maintain the image of merging, the
chairman often comes from one company and the president from
the other, or a succession system is announced that draws senior
people alternatively from each organization. These moves preserve
the public image of a merger, but it cannot be inferred from the
standardizing of systems that the cultures actually blend. In fact,
the often-seen resistance to changes in the new organization is
almost always based on the fact that cultural issues have not been
considered at all in making decisions about procedures. In one
merger, it was found that a company paid very high salaries but
aggressively resisted stock options and other forms of golden hand-
cuffs because of a deep belief that one should neither provide
promises of lifetime employment nor expect loyalty from employ-
ees. The other company had grown up with the belief that people
needed to be developed as long-range resources and therefore had
adopted a low-salary, high-stock-option and high-bonus system.
Thete was no way to blend these two philosophies. One had to win
out over the other. As the next case illustrates, sometimes winning
brings disastrous results.

Two start-ups in a high-tech field merged after independent
success over the first decade of their existence. The founder of
Company A believed in teamwork, consensus, empowerment, and
trusting employees to do the right thing; the founder of Company
B believed that people must be highly disciplined, which required
a well-functioning hierarchy. Each developed a management struc-
ture reflecting its beliefs. B acquired A to obtain all of the techni-
cal talent accumulated in A. Without giving the matter much
thought, the president of B imposed his management system of
clear hierarchy, tight controls, and tight discipline upon the newly
acquired workforce—only to see a massive exodus, six months
later, of the very people he had hoped to retain. It was an expen-
sive lesson in the perils of ignoring culture.



12 The Corporate Culture Sutvival Guide

Start-Ups, Midlife, and Old Dinosaurs

Culture matters in different ways according to the stages of organi-
zational evolution. A young and growing company attempts to sta-
bilize and proliferate the culture that it views as the basis of its
success. The culture is the main source of the organization’s iden-
tity and is therefore clung to with a vengeance, just as adolescents
cling to their budding identities. Young organizations are also typ-
ically still under the control of their founders, which means the cul-
ture is more or less a reflection of the foundet's beliefs and values.
Even if success leads to broader acceptance of those beliefs and val-
ues across the whole population, one must recognize that a chal-
lenge to any cultural element is tantamount to questioning the
founder or owners of the otganization. Those cultural elements
become sacred cows and are difficult to change. Culture change is
therefore mote a matter of evolving and reinforcing cultural ele-
ments, as is discussed in Chapter Five.

A midlife organization can be thought of as having had several
generations of professional managers appointed by outside boards
whose members are usually beholden to diverse stockholders. Most
likely such an organization evolves into multiple units based on
functions, products, markets, or geographies, and those units are
likely to develop subcultures of their own. Thus the culture issue in
the midlife organization is threefold:

1. How to maintain those elements of the culture that continue
to be adaptive and relate to the organization’s success

2. How to integrate, blend, or at least align the various subcul-
tures

3. How to identify and change those cultural elements that may
be increasingly dysfunctional as external environmental con-
ditions change

There is at this stage a much greater necessity for accurate cul-
tural assessment in order to maintain some parts of the culture
while changing others. The organization also requires insight and
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skill to produce “managed” change of some cultural elements while
maintaining the core. Culture change becomes transformation,
because old cultural elements have to be unlearned. This is dis-
cussed in Chapters Six and Seven.

As companies age, if they do not evolve, adapt, and change ele-
ments of their culture, they grow increasingly maladapted and the
culture becomes a serious constraint on learning and change. The
organization clings to whatever made it a success. The very culture
that created the success makes it difficult for members of the orga-
nization to perceive changes in the environment that require new
responses. Culture becomes a constraint on strategy. An aircraft
company that nearly went bankrupt with one of its commercial
models became highly successful in the defense industry. New
opportunities for commercial aircraft arose, but the board and
senior management were unable even to contemplate going back
into the commercial business because of their strong memories of
the debacle several decades earlier.

The culture issue in the older company is how to engage in
massive transformations, often under great time pressure to avoid
serious economic damage. The process of transformation is basi-
cally the same as in the healthy midlife company, but the demands
of time and the amount of change needed often precipitate dras-
tic measures (usually labeled “turnarounds”). Rapid unlearning
and letting go of things that are valued is for many employees too
difficult; either they leave the organization or they are let go
because they “resist change” too strongly. If the attempt to man-
age the change fails, the organization may go bankrupt—and start
all over again, building a new culture with new management, or
be acquired and find a new culture imposed on it.

Where Does Culture Reside?

Culture is a property of a group. Wherever a group has enough
common experience, a culture begins to form. One finds cultures
at the level of small teams, families, and workgroups. Cultures
also arise at the level of departments, functional groups, and other
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organizational units that have a common occupational core and
common experience. Cultures are found at every hierarchical
level. Culture exists at the level of the whole organization if there
is sufficient shared history. It is even found at the level of a whole

industry because of the shared occupational backgrounds of the -

people industrywide. Finally, culture exists at the level of regions
and nations because of common language, ethnic background,
religion, and shared experience.

You as an individual, therefore, are a multicultural entity and
display different cultural behaviors depending on what the situa-
tion elicits. But if you spend the bulk of your life in a given occu-
pation and organization, you take on many of the cultural themes
that others in the occupation or organization share. Thus the key
to understanding whether a culture exists or not is to look for com-
mon expetiences and backgrounds. Culture matters at this level
because the beliefs, values, and behavior of individuals are often
understood only in the context of people’s cultural identities. To
explain individual behavior, we must go beyond personality and
look for group memberships and the cultures of those groups.

The Bottom Line

Culture matters because it is a powerful, latent, and often uncon-
scious set of forces that determine both our individual and collec-
tive behavior, ways of perceiving, thought patterns, and values.
Organizational culture in particular matters because cultural ele-
ments determine strategy, goals, and modes of operating. The val-
ues and thought patterns of leaders and senior managers are
partially determined by their own cultural backgrounds and their
shared experience. If we want to make organizations more efficient
and effective, then we must understand the role that culture plays
in organizational life. But what is culture, anyway?

Chapter Two

What Is Corporate Culture Anyway?

® Three Levels of Culture

¢ Implications of Taking a Culture Seriously
* Sp, What Is Culture?

¢ The Bottom Line

The biggest danger in trying to understand culture is to oversim-
plify it in our minds. It is tempting—and at some level valid—to
say that culture is just “the way we do things around here,” “the
rites and rituals of our company,” “the company climate,” “the
reward system,” “our basic values,” and so on. These are all mani-
festations of the culture, but none is the culture at the level where
culture matters. A better way to think about culture is to realize
that it exists at several “levels,” and that we must understand and
manage the deeper levels (as illustrated in Figure 2.1).

Three Levels of Culture

The levels of culture go from the very visible to the very tacit and
invisible.

Level One: Artifacts

The easiest level to observe when you go into an organization is
that of artifacts: what you see, hear, and feel as you hang around.
Think about restaurants, hotels, stores, banks, or automobile deal-
erships. Note your observations and emotional reactions to the

15
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Figure 2.1 Levels of Culture

| Visible organizational structures
Artifacts and processes
I | {hard to decipher)
\ 4
St . . )
Espoused rategies, goals, philosophies

(espoused justifications)

Unconscious, taken-for-granted beliefs,
perceptions, thoughts, and feelings
(ultimare source of values and action)

Basic underlying
assumptions

e

Source: Schein (1985).

architecture, the decor, and the climate, based on how people
behave toward you and toward each other.

You can sense immediately that different organizations do
things differently. In one organization (let’s call it the Action Com-
pany), people are constantly in meetings with each other, there are
no walls or closed doors, they dress informally, there is an intensity
of feeling all around, and you get a sense of fast-paced action. In
another organization, the Multi Company, everything is very for-
mal. People are behind closed doors, conversations are hushed,
dress is formal, and you get a sense of careful deliberation and slow
movement. As a customer or new employee, you may like or dislike
one or the other of these organizations; you may think to yourself
that Action and Multi have different cultures. But you have to be
careful. All you know for sure is that they have particular ways of
presenting themselves and dealing with each other. What you don’t
know is what this all means.

In other words, at the level of artifacts culture is very clear and
has immediate emotional impact. But you don’t really know why
the members of the organization are behaving as they do and why
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each organization is constructed as it is. Just by hanging around
and observing, you cannot really decipher what is going on. You
have to be able to talk to insiders and ask them questions about
the things you observe and feel. That takes you to the next level
of culture.

Level Two: Espoused Values

Imagine yourself to be a new employee or manager, offered a job at
Action or Multi. Do you know enough about its culture from expe-
riencing the artifacts and behavior patterns, ot should you dig
deeper? To dig deeper means to start asking questions about the
things the organization values. Why do they do what they do? Why
does Action create open office areas while Multi puts everyone
behind closed doors? These questions have to be asked especially
about those observed artifacts that puzzle you or that seem some-
how inconsistent with what you would expect. For this purpose,
you need to find insiders who can explain their organization to you.
Anthropologists call them “informants” and depend heavily on
such conversations to decipher what is going on.

The first things you learn are what I Iabel in Figure 2.1 the orga-
nization’s “espoused values.” In Action, you may be told that they
believe in teamwork, that you cannot get good decisions without
arguing out what everyone’s point of view is and obtaining buy-in
from those who have to implement decisions. Therefore they must
make it easy for people to communicate with each other. You may
even be told that these values come directly from the founder of
the company and that at one time in the company’s history he had
even forbidden having doots on offices. [n this company, when they
have meetings they tend to be free-for-alls and highly emotional.
You may also be given some documents, pamphlets, or short papers
that describe the company’s values, principles, ethics, and visions.
You are told that these documents are their culture and reflect their
basic values: integrity, teamwork, customer otientation, product
quality, and so on.
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In Multi, you may be told that good decisions cannot be made
without careful thought and that they value privacy and the oppor-
tunity for employees to really think things through before going
into action. You may hear that this approach is necessary because
the nature of their technology is such that careful individual
research and thought is the only way to reach a good decision. In
this company, meetings are formal and consist mainly of senior
people announcing the decisions made and what now has to be
implemented by junior people.

In Multi, you are also given various artifacts that purport to
describe the company’s values and principles. But now comes a sut-
prise: you see that the list from Multi is practically identical to the
one from Action. Multi is also customer-oriented, cares about
teamwork, product quality, integrity, and so on. What is going on
here? How can two organizations that espouse the same values
have completely different physical layouts and working styles?

Having read a lot about culture in the popular press, you are
now tempted to guess that these two organizations can be fit into
a “typology.” Cleatly, Multi is a command-and-control kind of
organization, while Action seems to be a flatter, team-based, net-
work kind of organization in which people feel personally empow-
ered. You may also have emotional reactions to these labels, based
on your own past experience and values. So now you are ready
to conclude that you understand these two cultures and can make
a choice.

But don'’t give in to the temptation. You still do not understand
either of these organizations at the deeper cultural level.

The typology may actually mislead you. All you know is that
their artifacts are quite different yet paradoxically their espoused
values are similar. Furthermore, the longer you hang around and
the more questions you ask, the more you see obvious inconsisten-
cies between some of the espoused values and the visible behavior.
Both organizations espouse teamwork, yet both seem to have
reward, promotional, and incentive systems that are highly com-
petitive and individualistic. Both companies espouse customer ori-
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entation, yet neither is producing products that are particularly
easy to understand or use, and neither has people who seem very
polite or service-oriented.

What these inconsistencies tell you is that a deeper level of
thought and perception is driving the overt behavior. The deeper level
may or may not be consistent with the values and principles that
are espoused by the organization. If you are to understand the cul-
ture, you must decipher what is going on at the deeper level.

Level Three: Shared Tacit Assumptions

To understand this deeper level, you have to think historically
about these organizations, Throughout the history of the company,
what were the values, beliefs, and assumptions of the founders and
key leaders that made it successful? Organizations are started by
individuals or small teams who initially impose their own beliefs,
values, and assumptions on the people whom they hire. If the
founders’ values and assumptions are out of line with what the
environment of the organization allows or affords, the organization
fails and never develops a culture in the first place. But suppose that
the founder of Action, who believes that people must argue things
out and get buy-in on all decisions, creates a set of products that are
successful. He attracts and retains others who come to believe the
same thing (that one must always argue things out). If by this
means they continue to be successful in creating products and ser-
vices that the market likes, these beliefs and values gradually come
to be shared and taken for granted. They become tacit assumptions
about the nature of the world and how to succeed in it.

In Multi, let’s suppose the founder is a scientist with some
patents that spawned a very clear-cut production process resulting
in goods and services that are much needed in the market and will
be bought immediately once they are available. This founder wants
a highly disciplined organization that can efficiently implement
solutions that are already in his head or on the drawing board. He
attracts people who like discipline and order, and as they succeed,



20 The Corporate Culture Survival Guide

they also come to take it for granted that hierarchy, discipline, and
order are the only way to run an effective organization.

In other words, the essence of culture is these jointly learned
values, beliefs, and assumptions that become shared and taken for
granted as the organization continues to be successful, It is impor-
tant to remember that they resulted from a joint learning process.
Originally, they were just in the heads of founders and leaders.
They became shared and taken for granted only as the new
members of the organization realize that the beliefs, values, and
assumptions of their founders led to organizational success and so
must be “right.”

To understand these two cultures, or any culture, you must
unearth some of these assumptions that are operating yet are out-
side of members’ awareness because they have come to be taken
for granted. If you describe Multi to people at Action (and vice
versa), they might tell you that the other bunch is “doing it
all wrong.”

Recall the stoties that opened Chapter One. The new CEQ of
Atari did not understand the tacit assumption that products {(com-
puter and video games) result from a group effort. Sculley did not
understand that in Apple the engineers assumed that only another
engineer could really understand what they were doing. The IT
manager introducing the paperless office at Acme Insurance did
not understand the tacit assumption that getting one’s normal
work finished always had priority over training and that short-run
productivity goals were always more important than long-range
productivity improvements. DEC did not understand that the
assumption that created rapid growth could become dysfunctional
when they were larger and more structured. The P&G change
team did understand that the unionized plants would not adopt a
new method until they had developed trust in management and
that the culture of these plants had been built up over decades on
the assumption that management could not be trusted; they would
first have to evolve to a new assumption and show that the new
production system would actually benefit the unionized workers.
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Implications of Taking a Culture Seriously

The implications of this way of thinking about culture are pro-
found. For one thing, you begin to realize that culture is so stable
and difficult to change because it represents the accumulated learn-
ing of a group—the ways of thinking, feeling, and perceiving the
world that have made the group successful. For another thing, you
realize that the important parts of culture are essentially invisible.
Culture at this deeper level can be thought of as the shared mental
models that the members of an organization hold and take for
granted. They cannot readily tell you what their culture is, any
mote than fish, if they could talk, could tell you what water is.
Perhaps most important of all, you begin to realize that there is
no right or wrong culture, no better or worse culture, except in rela-
tion to what the organization is trying to do and what the environ-
ment in which it is operating allows. General arguments of the sort
you read in popular literature—about becoming more team-based,
ot creating a learning organization, or empowering employees—are
all invalid unless they show how the basic assumptions on which
these “new values” are based are adaptive to the environment in
which the organizations have to function. In some markets and
with some technologies, teamwork and employee empowerment
are essential and the only way the organization can continue to
succeed. In other market environments or with other technologies,
tight discipline and highly structured relationships are the prereq-
uisites to success. There is no best or right culture, as the Digital
Equipment case example illustrates.

A Case Example: Digital Equipment Corporation

One example makes it clear how cultural assumptions that led to
success in one environment can become dysfunctional as the envi-

ronment changes.
When DEC started, it was, in effect, helping to create the com-
puter market. No one knew for sure what the right products were
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and what customers would want in the long run. The deep assump-
tions on which DEC was built were that:

® One must start with smart and articulate people. But—

* Smart individuals must debate things in highly confrontational
meetings because no one is smart enough to figure everything
out alone, and things don’t get implemented correctly anyway
unless everyone buys into the decision. Yet—

* Even well-fought decisions can be wrong and the individual
employee should not implement a decision if it makes no sense;
instead he or she should “push back” to have the decision
rethought. And in any case, do the right thing, even if it is
insubordinate. To make all of this work, people had to feel

secure with each other. So the assumption grew up that-—

* We are one big family who take care of each other, and
people cannot lose their membership even if they make
major mistakes.

These assumptions working in concert with each other created
an incredible sense of empowerment at all levels of the organization,
and an atmosphere of involvement and commitment that created a
highly successful company. This set of assumptions worked beauti-
fully and is, in fact, the model on which many of the young comn-
puter companies built their organizations. You can see the origin of
these assumptions and values in the engineering occupation, espe-
cially in the egalitarian pragmatic values of the electrical engineers
who started many of these companies.

But reaching consensus by this means was a slow and often
painful process. Successful negotiation and buy-in depended very
much on the trust that developed in the “family,” which was based
on the members’ being familiar with one another’s styles. If the

hardware developer asked a software counterpart whether the soft-
ware would be ready in six months and got an affirmative answer, he
would know whether this meant literally six months, or maybe nine

months, or maybe not at all unless he kept pressuring his associate.
Engineers and managers were functionally familiar with each other.
They knew how to calibrate each other from working closely
together over some period of time.

If a decision was made and down the road someone questioned
it, it was her obligation to push back and do the right thing (as the
deep assumptions put it). This process often unraveled decisions
and improved them, but it took much longer and only worked if the
functional familiarity among the players was high and they could
trust each other not to bring up trivial issues. This model of how to
work with each other was enormously successful and catapulted
DEC into the Fortune 50.

But success brought growth, and as the organization grew, the
debate was increasingly with strangers rather than trusted col-
feagues. Functional familiarity became rare and was replaced with
formal contracts, checking on each other, and playing power games
to make things happen. At the same time, the technology itself
becatme more complex; this required a shift from an environment in
which individual engineers designed complete products to one of
large teams of engineers having to coordinate their efforts to build
the complex products that were becoming possible and desirable.
The highly individualistic, competitive, creative engineers found
themselves increasingly having to coordinate their part of the
design with others whose ideas they did not necessarily respect. The
sense of involvement and commitment that characterized small
projects was hard to sustain on large projects with multiple parts

that had to be coordinated in a disciplined fashion. Whereas early
in its history DEC engineers were king and dominated decisions, as
the business matured other functions such as finance and marketing
became more powerful; the result was conflicts among functional
groups.
DEC’s success attracted competitors, and as computers increas-
ingly became a commodity, time-to-market and the cost of devel-
opment and production became major factors. These external forces
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made the original assumptions about individual autonomy and
empowerment increasingly dysfunctional. Intellectually, DEC lead-
ership recognized these new forces and talked about shifting to
smaller units in which the original assumptions that people believed
in could be implemented. But for a variety of reasons the organiza-
tion was not able to break the family down into small families. Yet
remaining one larger unit increasingly created a political process in
which baronies grew and mistrust replaced the functional familiar-
ity on which the culture depended.

Central control became ever more difficult, Excessive costs,
slow time-to-market, and inability to develop a coherent strategy in
an increasingly complex market caused serious financial problems,
until finally in the 1990s DEC had a major change in leadership and
embraced a more hierarchical structure that would allow the disci-
pline and efficiency the market now needed. (How this was accom.-
plished is discussed in Chapter Seven on culture change. )

The lesson is that a good or right culture is a function of the
degree to which shared tacit assumptions create the kind of strategy
and organization that is functional in the organization’s environ-
ment. If you were the kind of person who preferred the open, con-
frontational type of organization that DEC represented and went to
work there in the 1970s, you would have had a blast. If you were.
there with the same mind-set in the 1990s, you might have found
yourself out of a job.

So, What Is Culture?

Let me now summarize by going back to Figure 2.1.

What really drives the culture—its essence—is the learned,
shared, tacit assumptions on which people base their daily behavior.
It results in what is popularly thought of as “the way we do things
around here,” but even the employees in the organization cannot
without help reconstruct the assumptions on which daily behavior
rests. They know only that this is the way, and they count on it. Life
becomes predictable and meaningful. If you understand those
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assumptions, it is easy to see how they lead to the kind of behavioral
artifacts that you observe. But doing the reverse is very difficult; you
cannot infer the assumptions just from observing the behavior. If
you really want to understand the culture, you must have a process
involving systematic observation and talking to insiders to help
make the tacit assumptions explicit (see Chapter Four).

Practical Implication

So, what should you do differently tomorrow?

Take some time to reflect on your own concept of culture, and
integrate into it some of the insights from this chapter. Think about
the organization in which you work, and see if you can come up
with some of its espoused values and shared tacit assumptions. Start
by thinking about the artifacts around you. Locate things that puz-
zle you; ask an old-timer why they are that way. Try to see the cul-
ture as an outsider might (but for now try not to evaluate it or think

about changing it).

The Bottom Line

The multilevel concept of culture makes it clear that culture is a
complex concept that must be analyzed at every level before it can
be understood. The biggest risk in working with culture is to over-
simplify it and miss several basic facets that matter:

1. Culture is deep. If you treat it as a superficial phenomenon, if
you assume that you can manipulate it and change it at will, you
are sure to fail. Furthermore, culture controls you more than you
control culture. You want it that way, because it is culture that gives
meaning and predictability to your daily life. As you learn what
works, you develop beliefs and assumptions that eventually drop
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out of awareness and become tacit rules of how to do things, how
to think about things, and how to feel.

2. Culture is broad. As a group learns to survive in its environ-
ment, it learns about all aspects of its external and internal rela-
tionships. Beliefs and assumptions form about daily life, how to get
along with the boss, what kind of attitude one should have toward
customers, the nature of the career in the organization, what it
takes to get ahead, what the sacred cows are, and so on. Decipher-
ing culture can therefore be an endless task. If you do not have a
specific focus or reason for wanting to understand your organiza-
tional culture, you will find it boundless and frustrating.

3. Culture is stable. The members of a group want to hold on to
their cultural assumptions because culture provides meaning and
makes life predictable. Humans do not like chaotic, unpredictable
situations and work hard to stabilize and “normalize” them. Any
prospective culture change therefore launches massive amounts of
anxiety and resistance to change. If you want to change some ele-
ments of your culture, you must recognize that you are tackling
some of the stablest parts of your organization,

Chapter Three

What Is Corporate Culture Built On!?

¢ The Popular View

* A More Realistic View of Culture Content

e Culture Content, Part One: Surviving in the External
Environment

e Culture Content, Part Two: Integrating the Human
Organization

o Culture Content, Part Three: Deeper Assumptions
About Reality, Time, Space, Truth, Human Nature,
and Human Relationships

¢ The Bottom Line

The Popular View

When you think about culture, chances are you identify some
aspect of how the people in your organization relate to each other
and how they do their jobs—"the way we do things around here.”
The most common view is that culture is about human relations in
the organization. Most questionnaires that purport to assess culture
deal with such issues as communication, team work, superiot-sub-
ordinate relationships, the degree of autonomy or empowerment
that employees feel, and the level of innovation or creativity that
they display. Culture typologies built on these popular views talk
about levels of “sociability” and “solidarity” (Goffee and Jones,
1998) or about “internal versus external focus” and “flexibility ver-
sus stability and control” (Cameron and Quinn, 1999). Culture-
change programs talk about reducing the layers of supervision in
the organization, creating lateral communication, building loyalty
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and commitment in the organization, empowering employees, and
stimulating teamwork.

These views of culture are correct but dangerously narrow. Cul-
tural assumptions in organizations do grow around how people in
the organization relate to each other, but that is only a fraction of
what culture covers. Culture-change programs that focus narrowly
on how employees currently perceive their organization versus how
they would like the organization to be are unlikely to work because
they ignore other elements of culture that are more deeply embed-
ded and may not even be noticed.

For example, a large insurance company hired a new CEQ who
concluded that among the company’s main problems were lack of
innovation and the degree to which employees did things by the
book even when creative alternatives seemed to be available. A
number of employee focus groups analyzed the organization’s his-
tory; they revealed that past success was based on a tightly struc-
tured system of figuring out the best solution to any given problem,
documenting the solution, putting all of the solutions into large
manuals organized by every conceivable kind of problem that could
arise, and systematically rewarding employees for using the rules
written out in the manuals.

Over the years, employees learned that the road to success was
to apply the rules. The number of manuals grew to cover every new
situation that arose. Employees who did not like to work in this
kind of rule-bound structured environment were encouraged to
leave the organization; this eventually led to a workforce that was
comfortable in the structured environment. Previous CEOs had
glorified this system of working, and indeed it had been highly suc-
cessful in building the company. It came to be taken for granted
that the best way to work was to follow the rules in the manuals.

The new CEO saw that the company was in a changing envi-
ronment and realized that many of the new situations the company
would face could not be preprogrammed. Employees would have to
learn to think for themselves as they faced a turbulent environ-
ment. He launched various campaigns to reward innovation (sug-

What Is Corporate Culture Built On? 29

gestion boxes, prizes for new ideas) yet got little response. He did
not realize that the entire organization was built on the assumption
that the correct way to do things was to follow the rules, and that
over the years this assumption had become deeply embedded in all
the layers of management and employees because it was successful.
It was in the very fabric of how the organization operated, built into
the reward system and the promotion system, and deeply influenc-
ing what kind of people were hired. For this organization to change
its way of working would require a.complete and realistic assess-
ment of all aspects of its culture. What content areas would such an
assessment have to cover?

A More Realistic View of Culture Content

Culture is the sum total of all the shared, taken-for-granted assump-
tions that a group has learned throughout its history. It is the residue of
success. This abstract definition does not help you understand the
content of culture, and the popularized view I described earlier can
actually mislead you. To give you a more realistic view of what cul-
ture covers, look at Exhibit 3.1. It outlines the areas in which cul-
tural assumptions make a difference. The first thing to notice is that
cultural assumptions involve not only the internal workings of the
organization but, more important, how the organization views itself
in relation to its various environments.

Culture Content, Part One:
Surviving in the External Environment

To survive and grow, every organization must develop viable
assumptions about what to do and how to do it.

Mission, Strategy, Goals

For an organization to succeed in the sense of accomplishing its
mission, surviving, and growing, it must fulfill what its various
environments demand and afford. Most organizations evolve
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Exhibit 3.1 What Is Culture About?

External Survival Issues
Mission, strategy, goals
Means: structure, systems, processes
Measurement: error-detection and correction systems
Internal Integration Issues
Common language and concepts
Group boundaries and identity
The nature of authority and relationships
Allocation of rewards and status
Deeper Underlying Assumptions
Human relationships to nature
The nature of reality and truth
The nature of human nature
The nature of human relationships
The nature of time and space

assumptions about their basic mission and identity, about their
strategic intent, financial policies, fundamental way of organizing
themselves and their work, way of measuring themselves, and
means for correcting themselves when they are perceived to be off
target.

When the organization was first created, its founders and early
leaders had a strong sense of mission and identity—what they are
trying to be, what product or market they are trying to develop,
who they are and what justifies them. To raise money, they had to
develop a credible story around these questions, and the first set of
employees needed to buy into and believe the story even if they
knew initially that it was a risk and might not work out. But if it did
work out and the organization succeeded, the founders and the
employees would begin to form shared assumptions around those
initial beliefs and over time come to take them for granted. The
deep sense of mission and identity may be so taken for granted that
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it surfaces only if some event violates it and thereby brings it to
consciousness.

An example from the Swiss company Ciba-Geigy illustrates
the point. In the mid-1970s, C-G consisted of four major product
divisions (dyestuffs, industrial chemicals, agricultural chemicals,
and pharmaceuticals) and many country units. Historically the
company traced its roots to the dyestuffs business and the impor-
tant discoveries made in the R&D labs that led to new products in
the agricultural and pharmaceutical domains. The company recog-
nized that its strength was in R&D and that it had remained prof-
itable largely because of patent protection. Leadership recognized
that as patents expired and competition in each market grew, C-G
needed to improve marketing and reduce costs.

Thus far, this story may seem like fairly traditional evolution;
so, where does culture come in?

To improve marketing skills, C-G empowered its U.S. sub-
sidiary to purchase a consumer goods company because organiza-
tions of that kind learn how to do sophisticated marketing. They
purchased Airwick, a maker of air fresheners, carpet cleanets, and
other products to remove unpleasant odors. For a number of years,
Airwick struggled along but gradually became profitable not only
in the United States but in various European countries where it
developed subsidiaries.

At that time, [ was working with the C-G corporate executive
committee in running an annual meeting of its top forty or fifty
functional, divisional, and country managers. In one of the meet-
ings, the president of the U.S. subsidiary was repotting on the
progress of Airwick and showing videotape of a particularly suc-
cessful advertising campaign that introduced a new product, Car-
petfresh. The ads showed a housewife sprinkling Carpetfresh
powder on her rugs and a minute or so later vacuuming it up, to
illustrate how easy the product was to use.

I was sitting next to a member of the executive committee, a
man who had developed several of C-G’s major chemical products
and who saw himself as an important strategist in the company.
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Watching the videotape, he began to squirm in his seat, showed
signs of great tension, and finally leaned over to me and said in a
loud whisper, “You know, Schein, those aren’t even products.”

In that moment, I glimpsed his image of what C-G was all
about. He saw it as a company producing “important products” that
combated starvation {industrial pesticides enabled third-world
countries to grow crops) and saved lives (pharmaceutical products
were geared to curing major diseases). In that context, and with
that sense of mission, how could one possibly view an air or carpet
freshener as worthy of being deigned a “product”? How could one
possibly want to associate with such a trivial matter? This man’s
self-image was violated by C-G's association with Airwick—never
mind that the whole idea was to learn something about marketing
and that Airwick was beginning to show good financial results.

Some months later, | learned of another way in which this cor-
porate self-image impacted their learning process. The European
division of Airwick was based in Paris, and that office hired a very
talented woman to be chief financial officer. They reported with
pride that they were beginning to break the gender barrier in their
promotional policies, and she was a prime example.

However, she left some months later and related the following
incident. In organizing Airwick’s European operation, she needed
a more efficient and speedier accounting system than what C-G
was using. As the story goes, she went to the corporate head of
accounting in the Basel headquarters and requested permission and
funds to institute the new system, only to be told, “Mrs. Smith, I
think you will find that our accounting system has been quite ade-
quate to the task for one hundred years or so, and it should cer-
tainly be adequate, therefore, to your tasks.” Needless to say, she left
and Airwick managers were forced to bootleg systems in secrecy
that would meet their needs.

The cultural moral of this stoty is that an acquisition strategy
has to fit the existing culture. Even though the purpose of the
acquisition was to learn marketing from a consumer-goods com-
pany, this particular set of products was giving C-G cultural indi-
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gestion. C-G’s sense of mission and self-image were violated by
these “nonproducts,” even though Airwick was beginning to show
profit in many countries. To deal with their discomfort, the execu-
tive committee appointed a senior Swiss manager to evaluate the
future of Airwick over a period of several years and recommend
what C-G should do with it. From a cultural perspective, it was
obvious that he would eventually recommend that they sell Ait-
wick—which is what they did. At the same time they reaffirmed
their self-image of only making acquisitions of companies that were
based on sophisticated technology. At subsequent annual meetings,
it was stated explicitly that C-G should only buy companies with a
strong technical base. Culture was driving the acquisition strategy.

C-G managets may ot may not have recognized that they were
dealing with culture, and that they held deeply embedded assump-
tions about who they were, what kinds of things qualified as prod-
ucts, and what acquisition strategy was OK or not OK. We tend to
think that we can separate strategy from culture, but we fail to
notice that in most organizations strategic thinking is deeply colored
by tacit assumptions about who they are and what their mission is.

Ower its history, any organization learns a great deal about what
kinds of strategies work and what ones do not. Such strategies are
about types of products and services, types of markets, level of qual-
ity desired, level of price that the customer base will accept, and so
on. These points are reflected in the first category in Exhibit 3.1:
the basic mission of the otganization, its strategic intent, and the
goals derived from the mission and strategy. This category of cul-
ture is so central that it warrants another example to illustrate how
these culture dynamics work.

Early in the history of Digital Equipment, the mission was to
bring efficient computing to the scientifically minded user, offer dis-
tributed computing power to organizations, and show the world the
power of a midsized computer. [ts product strategy, concept of who
the customer was, pricing, and decisions about level of quality all
were driven during the company’s high-growth phase by these
strategic goals. The degree to which they came to be taken for
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granted and thus part of the culture at DEC could be measured by
the difficulty the company had in designing a product to compete
with IBM’s Personal Computer. At some level, DEC eﬁgineers did
not really respect the “dumb user” for whom a low-cost, user-
friendly PC would have to be designed; all of their past success had
been with sophisticated users who were perfectly willing to do some
of their own programming. The high technical standards and qual-
ity of DEC products also made them more elegant than they
needed to be and more expensive, hence not very competitive in
the new PC market.

Several cultural forces conspired to make the DEC entry into
the PC wotld a basic failure. First was the deep assumption that the
engineers basically did not care much about the dumb user. Sec-
ond, smart people should be empowered to do the right thing.
Three engineering managers with very strong ideas about the PC
proposed potential products, named the DECmate, the Pro, and
the Rainbow. At this point in its history, DEC was already fairly
large and differentiated, and the engineering managers all had their
own power base and strong convictions that their product would
win in the marketplace. They were themselves products of the
DEC culture.

A third cultural assumption that came into play was that if one
could not make a clear internal decision, “let the marketplace
decide.” A tradition had grown up in the company that having
internally competing groups was healthy; the marketplace would
reveal which was the best product. DEC had been successful with
this internal-competition approach and hence did not question it.
It was OK to have three competing PC projects.

But the cultural assumption that each manager and employee
was obliged to “do the right thing” led to another problem. Ken
Olsen, the founder, and other managers believed that the three pro-
posed products were over-engineered, too elegant, and too expen-
sive. Yet no one, not even Olsen, could convince the engineering
managers to scale down their products. In the DEC culture, one
could not order the three groups to do things differently; one could
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only try to convince them. In the end, all three products failed com-
petitively even though each claimed to be an excellent PC. The
story highlights how a strategic failure in the product-development
arena can only be understood in the context of culture.

VI

Practical Implication

Ask yourself and others these questions:

® What is the fundamental mission of your organization? What
is its reason for being? What justifies its existence in the larger
scheme of things?

* How does your organization's strategy and the goals derived
from it fit that mission?

® Where did this strategy and set of goals come from? Is the
strategy completely based on formal reasoning and logic, or is
it partly a product of the beliefs and biases of the organiza-
tion's founders and leaders?

Means: Structure, Systems, and Processes

Flow an organization decides to implement its strategy and goals is
the next level of culture content. The formal organizational struc-
ture in one company may be very tall, steep, and multilayered; if
they succeed with this structure, they come to believe that it is the
cotrect way to organize. [n another organization, the founder cre-

~ ates a flat structure with many overlapping committees and task

forces; here too, if they succeed they believe just as strongly that
theirs is the cotrect way to organize. The degree to which the struc-
ture is adapted to the task to be performed and the nature of the
environment in which the organization operates creates the shared
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tacit assumptions about how to organize. Glib labeling of an orga-
nization as a command-and-control type or a flat-network type
reflects this category, but note that such labels describe not the
whole culture but only one small aspect of it.

The complexity of cultural analysis is also revealed in this cat-
egory in that an organization can have a shared mission and strate-
gic intent, yet units may organize themselves differently in their
efforts to achieve it. Subcultutes are thus created within the orga-
nization’s overall culture. As organizations grow and differentiate
themselves into functional, product, market, and geographically
based units, they also develop subcultures around each of these
bases. Subcultures may be highly functional and efficient, because
the parts of the organization have to succeed in different kinds of
environments.

For example, in the 1960s a large aerospace company,
Northrop, prided itself on its egalitarian structure; there were few
levels and few rules throughout its production units. During a
workshop to analyze their culture, a group of senior managers could
not figure out why Northrop’s headquarters organization in Los
Angeles seemed to violate this culture by being multilayered and
very rigid. There were three levels of dining rooms, all kinds of rules
about dress and demeanor, rigid adherence to hours of work, and so
on. They finally realized that the culture of the headquarters orga-
nization had developed this way because its primary customer was
the Pentagon, and the military visitors to the company were used
to a system in which status, dress codes, rank, privileges, and so on
were all very well defined.

In their factories, though, a completely different set of assump-
tions grew up around the technology; it was complex, required a
high degree of teamwork and mutual trust among employees, and
defined rules in terms of quality of work and getting the job done.
There were no time clocks; hours were determined by the nature of
the task; the selection and promotion system encouraged hiring of
relatives because it was easier to develop trusting relationships in a
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family atmosphere; and status was determined by knowledge and
skill level, not by formal title. Once the group recognized that the
tasks of factory and headquarters differed, they realized that it was
appropriate for these units to develop distinct subcultures.

Recall from Chapter One how Procter & Gamble restructured
the manufacturing division into a set of autonomously self-managed
plants to achieve the shared strategic intent of becoming a low-cost
producer while maintaining high quality. In their marketing, sales,
and financial divisions no such structures emerged, showing that dif-
ferent means of accomplishing a shared strategy can coexist. Simi-
larly within DEC’s very egalitarian environment, there existed a
service organization that was highly structured, authoritarian, and
disciplined because in the service environment only such a structure
could deliver efficiently what the customers required.

Every organization that succeeds develops a way of structuring
work; defining the production and marketing processes; and creat-
ing the kinds of information, reward, and control systems it needs
to operate effectively. As these systems continue to work, they are
taken for granted as the way to do things, and an employee who
moves from one company to another finds it difficult to learn how
to work in the new environment. It is for this reason that once
organizations have strong cultures, they prefer to promote from
within. It is often too difficult to train an outsider in “how things
are done around here.”

Practical Implication
Ask yourself and others:
¢ How did your own organization develop its approach to meeting
goals?

® How and why did it develop the kind of structure that it has?
Do the formal structure and the design of how work gets done
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largely reflect the beliefs of the founders and leaders of the
organization?

¢ To what extent are the means used in the functional and
geographic divisions the same {or different)?

# s there evidence that your organization has strong subcultures
within it? What are they based on?

Measurement: Error-Detection and Correction Systems

The third cultural issue seen in Exhibit 3.1 concerns how the orga-
nization measures itself, detects errors, and corrects them. Organiza-
tions evolve different mechanisms for deciphering the environment:
frequent debriefing of the salesforce to determine what is going on
“out there,” formal marketing surveys, creating departments whose
job it is to find out what is going on and bring the information into
the organization, and others. The CEQ, the salesforce, the pur-
chasing department, the R&D unit, and the marketing department
all have windows to the environment, but every company develops
its own ways of using them and, if successful, comes to believe that
theirs are the correct ways.

For most business organizations, financial performance is the
primary error-detecting mechanism, but cultural assumptions dom-
inate what kind of information is gathered and how it is intet-
preted. For example, some companies go almost exclusively by the
stock price as the indicator of how they are doing. Others look at
debt-to-equity ratios, cash flow, or market share. In each case, cul-
tural assumptions arise from the indicators that work best. If the
otganization is functionally organized, it may also develop a sub-
culture around the finance function, and actual conflicts may
develop between finance, production, engineering, and marketing
over which indicators to use in assessing company performance.

What is defined as a significant variance or an error itself varies
from company to company and becomes embedded in cultural
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assumptions. One story about Levi Strauss has it that they were
able to make major changes by declaring a crisis whenever the prof-
itability index dropped by 0.5 percent. What is culturally signifi-
cant in this story is not that they responded to such a small
variance but that employees accepted management’s definition that
this was indeed a crisis. ‘

Error correction, like error detection, reflects the history of the
company and the personalities of its founders. Harold Geneen
became famous for the way in which he measured the performance
of ITT and how he rewarded or punished achieving goals or failing
to do so. The culture of ITT undoubtedly came to reflect his man-
agerial style. Many organizations develop what has come to be
labeled a “blaming culture.” Managers tend to be trained to think
in terms of simple cause-and-effect; they need to feel in control,
and the broader managerial culture makes a sacred cow out of indi-
vidual accountability, Given this way of thinking, if things go
wrong the obvious response is to find out who is to blame, who is
responsible, who is accountable.

But companies differ markedly in how they respond to what
they find out. In some organizations, once blamed a person is
instantly dismissed. In other organizations, particularly those hav-
ing grown around strong paternalistic and lifetime-employment
values, this person may not even be told he or she has been blamed
but is simply taken off the fast-track career ladder, given less-impor-
tant assignments, and in other ways punished by having career
opportunities permanently limited.

A third pattern that was evident in DEC was to be “put into
the penalty box.” Since everyone belonged to the family, no one
could lose membership (a job), but you could lose your assignment
on a project and be forced to find another assignment on your own.
If you found another job in the company and did well in it, you
were celebrated as a case of successful “rehabilitation.” Underlying
this system was an important assumption about people: if someone
fails, it is because of a mismatch between the person and the job;
the person is always OK, but the person-job match may not be.
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This assumption made it clear how much people were valued, but
it also made it clear that everyone had a great responsibility to
manage their own careers and to speak up if there was a mismatch.

A fourth system of etror correction used by many organizarions
attempts to avoid personal blame, instead seeking the root or sys-
temic cause of the failure. The U.S. Army’s program of “after action
reviews,” project postmortems, and other kinds of reviews attempt
to build more learning into the process instead of blame. Note,
though, that such systemic reviews do not work if the culture is
strongly individualistic and competitive because people will not
open up negative information about themselves and each other. If
the organization develops a blaming culture, employees disassoci-
ate themselves from a failed project as quickly as possible and are
reluctant to engage in a postmortem because it might reveal that
they are in some way to blame. Only if enough trust and teamwork
is built up over time, and only if that way of working succeeds, does
systemic error analysis and correction work and become acceptable.

—FEE

Practical Implication
Ask yourself and others:

o What are the error-detection systems in your organization? How
do you discover that you are not meeting goals and targets?

® What do you do about it if you discover that some important
goals are not being met?

* Are there variations among parts of the organization in how

they measure themselves and what they do about the results?
Can you see evidence in such variation of important subculture

differences?

—Fh—

I have tried to show you in these last few pages that culture is
heavily implicated in the basic mission, strategy, means, measure-
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ment, and remedial systems of the organization. Culture is not just
about people and how we manage them. It is not just about team-
work or reward systems. Cultural assumptions develop over time
regarding the core fabric of the organization and its basic mission
and strategy. If you fail to take these parts of the culture into
account when trying to change other parts of the culture, you will
discover that the other parts do not respond as you hope they will.

Culture Content, Part Two:
Integrating the Human Organization

The popularized view of culture focuses on the relations among the
people in the organization, the incentive and reward systems, the
degree of teamwork, superior-subordinate relationships, communi-
cation, and all the other processes that make the workplace more
or less productive and pleasant. The cultural assumptions that grow
up around these areas are, of course, critical. But they interact with
the externally oriented assumptions we have reviewed (and listed
in the first part of Exhibit 3.1) and thus cannot be treated in isola-
tion, as so many culture audits imply can be done.

Common Language and Concepts

The most obvious manifestations of culture are common language
and common ways of thinking. We see this most clearly at the
national level, when we travel and find out how difficult it is to get
along in other countries if we do not know the language or how
the locals think. On a trip to southern France many years ago, |
found myself in a small rural post office in a line waiting to buy
some stamps. Just as it was my turn, a man came into the post
office and started to talk to the clerk, interrupting my hesitant
French request. To my surprise, the clerk turned her attention to
the man and dealt with his issue for several minutes before return-
ing to my request. When I rold this story later to my French
friends, they laughed and said: “You know Ed, the situation is even
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worse than you imagine. The clerk was going by the principle that
she will deal with whoever's agenda she considers most important.
By your letting the intruder capture her attention, you were dis-
playing to the entire post office your low sense of self-esteem.” Evi-
dently what I should have done was to loudly and firmly recapture
the clerk’s attention instead of standing by in silent resentment.

The organizational equivalent of such events occurs when new
employees try to figure out how to dress, how to talk to their boss,
how to behave in group meetings, how to decipher all the jargon
and acronyms that other employees throw around, how assertive to
be, how late to stay at work, and so on. One reason it takes time
before one can become productive in a new organization is because
so many of the norms, ways of working, and ways of thinking are
unique to that organization and have to be learned by trial and
errotr.

For example, in DEC “real work” was defined as debating
things out with others and getting buy-in, whereas in C-G real
work meant thinking things out by oneself. At one point in DEC
history, management decided they needed to speed up the process
of cultural learning, so they launched a series of what they called
“boot camps” for new employees in which newcomers and old-
timets were taken off site to spend several days with a facilitator.
The boot camp provided opportunities for the old timers to talk
about the DEC culture and for newcomers to ask questions about
all the things puzzling them in their new wortk environment.

Practical Implication
Ask yourself and others:

* Does your organization use special jargon or acronyms that you
take for granted but that an outsider finds strange and undeci-
pherable? What are some examples?

e e
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* What do your friends notice about your language and way
of thinking that they associate with membership in your
organization?

¢ If you have worked for more than one organization, what are
the differences among them in how people talk and think?

Group Boundaries: Who Is In and Who Is Out?

Every organization develops ways of identifying degrees of mem-
bership, ranging from uniforms and badges to more subtle indica-
tors such as who gets what parking slots, stock options, and other
perquisites. As newcomers learn the language and ways of think-
ing, they find they are more often included in organizational
events. An important stage of acceptance is when the newcomer is
trusted enough to be told “secrets™ information about what is really
going on, who is in and who is out, what the company is really
working on, details about the private lives of senior executives, and
so on. With such membership comes the obligation to be more
loyal, not to reveal those secrets to outsiders, work harder, and
invest more of oneself in the organization. The shared tacit assump-
tions about membership and its obligations make up a significant
portion of what we think of as the culture of an organization. But
once again, remember: it is only one portion of the culture.

Practical Implication

Ask yourself and others:

* What are the badges of membership in your organization?

¢ Do you use special symbols or privileges to symbolize degrees of
membership?
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* Do you think about who is an insider, who is an outsider, and
what this means in terms of your relationship to those people?

* Can you recall what it was like to enter your current organization?

* Have you brought anyone into your organization? How did you

manage the process?

How Relationships Are Defined

Organizations differ in the assumptions they make about authority
relationships and the degree of intimacy that is considered appro-
priate among members. Some organizations are aggressively egali-
tarian and minimize the psychological distance between bosses and
subordinates. A hierarchy may exist, but subordinates are encout-
aged to use first names with their bosses, go around levels when it
seems appropriate, and do the right thing even if it means insubor-
dination (as was the case in DEC). In other organizations, the hier-
archy is formally observed, relationships across levels are very
formal, and it is inconceivable to go around levels or challenge the
boss (as was the case in C-G). Both DEC and C-G thought of
themselves as families, but for the former the family was a bunch of
rebellious adolescents challenging their parents all the time, while
for the latter the family was a set of “good” children who always did
what their authoritarian parents told them to do.

Closely connected to authority relationships are assumptions
about how open and personal relationships should be in the orga-
nization. [n some organizations, employees are expected to be open
about everything—even their feelings toward their bosses and each
other. Such organizations are the exception. More common are
norms that define clear boundaries about what can and cannot be
talked about at work, and what can and cannot be said to the boss
or to a subordinate. In some organizations, the assumption is that
one leaves one’s personal and family life at the door when entering
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the workplace. I know of a case where an employee’s wife commuit-
ted suicide, yet the employee continued to come to work as if noth-
ing had happened. Others in the organization did not discover his
tragedy for six months.

In DEC, people socialized with each other a good deal, espe-
cially because of the pattern of two-day off-site “woods meetings”
where the work group would be together around the clock. In C-G,
certain families got together for dinners, and at the annual meet-
ings there would be one afternoon and evening planned for delib-
erately letting hair down by having the whole group engage in
some novel sport that brought everyone down to the same level of
incompetence, followed by an informal dinner. In Silicon Valley,
many companies use social events such as parties, ski trips, week-
ends in San Francisco, and the like as rewards for their employees.
In some instances, only the employee team is invited, while in oth-
ers the spouses are included as well.

The point again is that each organization develops its own cul-
tural assumptions about the degree to which employees are expected
to become close to each other. [ was told that at Apple people get
very close on project teams, but that once the project is finished the
friendships don't last. At HP, on the other hand, once friendships
are formed they last even if someone Jeaves the company.

I

Practical Implication

Ask yourself and others:

¢ How appropriate is it to interrupt the boss when he or she is
speaking?

* If you disagree with the boss, do you feel encouraged or discour-
aged to voice your disagreement face-to-face? Is it OK to dis-
agree in front of others, or do you have to seek the boss out and
disagree privately?
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« Does your boss level with you about your performance, or do
you have to guess how you are doing?

o If your boss asks you to evaluate him or her, how comfortable
would you be saying exactly what you think and feel?

o How would your subordinates answer these questions in regard
to you as the boss?

¢ Can you bring family and personal problems to work, or are you
expected to keep them separate from work and private? Do you share
with your colleagues or boss the problems you are having at bome?

e If you and your partner ate ina dual-career situation and you have
to go home, say, to tend to a child, do you feel comfortable explain-
ing the situation, or do you feel you have to invent an ironclad
excuse to go home {pethaps taking a sick day or vacation day)?

¢ When you are at an informal event with your colleagues or boss,
what kinds of things do you talk about? How comfortable are
you in socializing with others in the otganization? How many of

them are friends whom you see regularly?

Again, keep in mind that there are no right answers. Cultures
differ, and any given culture can work under one set of circum-

stances yet be completely dysfunctional under others.

P

How Rewards and Status Are Allocated

Every organization develops a reward-and-status system. The most
obvious form is pay increases and promotion up the ladder. But
organizational cultures differ in the meanings attached to these and
other kinds of rewards. In some organizations and for some employ-
ees, promotions and monetary rewatds such as salary, bonus, stock
options, and profit sharing are the primary rewards and sources of
status. In other organizations it is titles that matter, or the number
of subordinates who report to you. In still other organizations and
for some other employees (for example, engineers and scientists in
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the R&D function), the size of their project, the project budget, the
degree of autonomy with regard to working hours, the visibility
they have in the organization, the degree to which senior manage-
ment consults them about strategic issues, their professional status
outside the organization, and so on may be more meaningful as
rewards and status symbols than pay and benefits.

One of the most difficult tasks facing the newcomer in an orga-
nization is to decipher the reward-and-status system. What kind of
behavior is expected, and how do you know when you are doing the
right or wrong thing? What kind of behavior is rewarded, and what
kind punished? How do you know when you have been rewarded or
punished? One of the most common complaints of employees and
managers alike is “I don’t know how I'm doing; I don’t get any use-
ful feedback.” Performance appraisal systems are supposed to provide
feedback, but most managers complain that they find it very awk-
ward to be open in talking to their employees about their perfor-
mance. To deal with this problem, some organizations are
experimenting with complex feedback systems, such as “360 degree
teedback,” in which data are collected from a given employee’s boss,
peets, and subordinates; amalgamated; and then given back to the
employee. But even in these cases it is surprising how often the per-
son feels she cannot really “read” the signals as to whether she has
been rewarded or punished, or neither. Of course, the degree to
which such systemns are open depends upon the cultural assumptions
about the nature of relationships, as we have discussed.

Practical Implication

Ask yourself and others:
* In your work situation, what do you consider to be areward or a
punishment?

* What signals do you pay attention to in order to figure out how
you are doing?
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¢ When others get visible rewards, is it clear to you what they did
to deserve them? When others get punished, how do you know
they are being punished, and is it clear what they did to deserve
the punishment?

e Can you identify the people with higher and lower status in your
organization, and is it clear to you what their status rests on?

P

Once you answer questions such as these, you may think you
have now deciphered your culture. Unfortunately, this too is still
only a surface layer. Behind how organizations manage their exter-
nal survival and internal integration issues are still deeper assump-
tions that need to be deciphered to understand culture fully.

Culture Content, Part Three:
Deeper Assumptions About Reality, Time, Space,
Truth, Human Nature, and Human Relationships

Organizational cultures ultimately are embedded in the national
cultures in which the organization operates. Thus the deeper
assumptions of the national culture come to be reflected in the
organization through the assumptions and beliefs of its founders,
leaders, and members. For example, Ken Olsen, the founder of
DEC, was an American electrical engineer who believed pro-
foundly in the U.S. values of competitive individualism, had a
strong moral and ethical sense, and held a deep conviction that
people could and should be trusted. These beliefs were reflected in
all of the incentive, reward, and control systems that DEC devel-
oped. He also believed in individual responsibility and would get
upset if he saw managers either failing to take responsibility or abdi-
cating it to others, even if those others were their own superiors. As
DEC evolved, it came to mirror exaggeratedly many of these aspect
of U.S. culture.
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Similarly, C-G grew up in the Swiss-German context and
reflected many of the deep values and assumptions of that part of
Switzerland: respect for authority, strong sense of responsibility and
obligation to others who know more, loyalty to country and com-
pany, and individual autonomy (but combined with deep belief in
collaboration and teamwork). [ once was helping to design a work-
shop for C-G managers and proposed the “NASA moon survival”
exercise, which shows how much better a group can reason than
even the most knowledgeable individual. My Swiss counterpart
wondered why I had bothered to suggest this, since most Swiss
would take that conclusion for granted. In their view, it was only
Americans who needed to learn the lesson that group results can
be better than even the best individual results.

To examine the implications (for organizations) of such
national culture differences, you need to go to a more abstract set
of dimensions that have been developed by anthropologists for
comparing cultures (Kluckhohn and Strodtbeck, 1961). These
higher-order dimensions are also reflected in the artifacts you
observe in organizations, but they are sometimes not reflected in
the espoused values. For example, a company espousing teamwork
does not necessarily operate from a deep belief that teams are bet-
ter. In fact, the irony is that you often find that the espoused values
reflect the areas where the organization is particularly ineffective,
because it operates from contradictory cultural assumptions.

To get at the underlying assumptions at this level, you must see
where the artifacts and values do not mesh and ask the deeper ques-
tion of what is driving or determining the observed artifacts and daily
behavior. For example, in the organization that espouses teamwork,
if all of the incentive, reward, and control systems are based on indi-
vidual accountability then you can safely identify an operative deep
assumption that the individual really counts, not the team. In orga-
nizations that espouse employee empowerment, you sometimes dis-
cover that management assumes it has the right and obligation to
command, own the financial information and decisions that affect
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the company, and treat the employees as a replaceable resource.
These deeper assumptions are often difficult to decipher, yet they are
the real drivers of how the culture works at the operational level.

Assumptions About the Relationship of Humans to Nature

Cultures differ in whether they believe that humans should have a
dominant, symbsiotic, or passive relationship to the natural environ-
ment. Thus in proactive Western societies we assume that humans
can dominate nature, that anything is possible. The U.S. Marine
Corps’s slogan, “Can do,” symbolizes this orientation and is reflected
in a further slogan: “The impossible just takes a little longer.” By con-
trast, in many Asian societies it is assumed that humans should blend
into nature, or even make themselves submissive to nature. The nat-
ural environment is assumed to be more immutable, and the best way
to be “human” is to blend with it.

In the organizational arena, these assumptions have their coun-
terpart in notions that some organizations assume they will take a
dominant market position and “define” the market, while others
seck a niche and try to fit into it as best they can. Since business
philosophy globally is to a large degrec a reflection of modern West-
ern society, the assumption has also grown up that it is advanta-
geous to have a dominant position. There is research evidence
supporting such assumptions, but this does not change the reality
that in some societies the so-called correct way to define a business
is to find a niche and blend in.

S

Practical Implication

Ask yourself and others:
* How does your organization define itself relative to others in its
industry, and what are its aspirations for the future!

» Does it view itself as dominating, just fitting into a niche, or
passively accepting whatever the environment makes possible?
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Assumptions About Human Nature

Cultures differ in the degree to which they assume that human
nature is basically good or basically evil, and in the degree to
which they assume that human nature is fixed or can be changed.
In his classic book The Human Side of Enterprise (1960), Douglas
McGregor noted that U.S. managers differed greatly on this
human nature dimension. Some assumed that humans were basi-
cally lazy and would work only if given incentives and controls—
what he called Theory X. Other managers assumed that humans
were basically motivated to work and only needed to be given the
appropriate resources and opportunities; this he called Theory Y.
McGregor also argued that the deep assumption basically deter-
mined the managerial strategy that a given manager would use. If
they did not trust employees, they would employ time clocks,
monitor them frequently, and in other ways communicate their
lack of trust. The eventual result would be that the employees
would react by becoming more passive; of course, once this hap-
pened, the managets would feel that their original assumptions
had been confirmed. Much of what we call today command-and-
control systems have at their root the assumption that employees
cannot be trusted.

On the other hand, managers who believed that employees
could and would link their own goals to those of the organization
would delegate more, function more as teachers and coaches, and
help employees develop incentives and controls that they them-
selves would monitor. McGregor observed that Theory Y managers
were more effective; but again we must be cautious and note that
different cultural assumptions may be appropriate to different kinds
of tasks and circumstances.

A further important variation among cultures is the degree to
which it is assumed that human nature is fixed or malleable. In
most western cultures, especially the United States, we endorse the
view that we can be whatever we choose to be, as illustrated by the
thousands of How to Improve Your . . . books that proliferate in
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airport bookstalls. In other cultures it is believed that human
nature is fixed and one must adapt as best one can to what one is.

Practical Implication

Ask yourself and others:

® What are the assumptions or “messages” behind the incentive,
reward, and control systems in your organization? Do these sys-

tems communicate trust of employees, or mistrust?

* If you had to rate your organization on a 10-point scale (with 1
being totally Theory X, 10 totally Theory Y), how would your
organization score! Would units of the organization reflect dif-
ferent assumptions?

* Do you believe that employees and managers can be developed,
or do you basically have to select them for the right qualities?
Which qualities ate developable, and which ones are not?

Assumptions About Human Relationships

Is society basically otganized around the group or community, or is
society basically organized around the individual? If the individual’s
interests and those of the community (country) are in conflict, who
is expected to make the sacrifice? In a groupist or communitarian
society, as in Japan or China, it is clearly the individual who is
expected to make the sacrifice. In an individualistic society like the
United States, it is the group that must give because individual
rights are ultimately believed to be the basis of society. Thus in the
United States it is possible for any citizen to sue even the U.S, gov-
ernment, a concept that does not even exist in the minds of citi-
zens of a strongly communitarian society.
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Organizations mirror this dimension in the extent to which
they emphasize company loyalty and commitment versus indi-
vidual freedom and autonomy. In strongly paternalistic compa-
nies such as C-G, it was expected that the company would take
care of you and in return you would be loyal to the company and
make sacrifices when necessary. On the other hand, at Apple and
many other Silicon Valley companies the assumption evolved
that the company does not guarantee employment security and
does not expect the employee to be loyal. Hewlett-Packard stands
out in sharp contrast in having from the beginning espoused and
practiced a more groupist paternalistic philosophy, symbolized
most cleatly by the 1970s incident in which everyone took a pay
cut instead of laying people off. At the same time, in many of
its work domains the individualistic assumption dominates in
that rewards, incentive, and controls are all based on individual
performance.

If one looks at U.S. organizations in general, the clearest indi-
cator of individualism is the sacred cow of individual accountabil-
ity. No matter how much teamwork is touted in theory, it does not
exist in practice until accountability itself is assigned to the whole
team and until group pay and reward systems are instituted.

Practical Implication

Ask yourself and others:

¢ How much does your organization reflect deep individualistic
versus groupist assumptions?

¢ How are incentives, rewards, and controls organized? If team-
work is espoused, how does it work out in practice?
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Assumptions About the Nature of Reality and Truth

In every culture, we grow up with beliefs and assumptions about
when to take something as real and true. In modern Western soci-
ety, we begin with the belief that truth is what our parents, teach-
ers, and other authority figures tell us, but then gradually we are
taught to trust our own experience and scientific proof. In fact, we
end up making science itself another sacred cow, as reflected in the
advertising industry’s obsession with statistics, scientific testing, and
purported proof (“Doctors recommend . . .”). Philosophically, we
can think of this set of assumptions as ultimately pragmatic. We
believe that which works.

But not all cultures are pragmatic in this sense. In many cul-
tures traditions, moral principles, religious doctrines, and other
sources of ultimate authority define more clearly what is to be
regarded as real and true. As we all know, even in Western society
there are many arenas in which we take religious and moral author-
ity to be more real than pragmatic experience. DEC reflected the
ultimately pragmatic assumptions: everything had to be fought out,
and only ideas that survived the debate could be true enough to be
worthy of testing. The test was again pragmatically symbolized by
DEC’s willingness to have parallel competing projects that would
be tested ultimately in the marketplace. C-G, on the other hand,
took it for granted that since its evolution was based on chemistry
and research, those with education and experience in this arena
were qualified to define what was true. Whereas at DEC every idea
was battled out—even if it came from founder Olsen or technical
guru Gordon Bell—at C-G if a high-status senior researcher with a
Ph.D. proposed an idea then it was likely to be accepted.

Moral or religious principles come to dominate business deci-
sions in some organizations, such as when, on principle, a company
refuses to go into debt, or when personnel policies are governed by
religious or moral principles. Thus in one organization lying is
accepted as an inevitable consequence of politics, but in another
organization the same behavior is severely punished on moral
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grounds. In a highly moralistic society, reality is often defined by
the common moral code, whereas in a highly pragmatic society one
ends up with some equivalent of the rule of law. In other words, the
more pragmatic the society, the more the conflict-resolution mech-
anisms for what is true (what really happened) end up in a court of
last resort that is based on common Jaw and history.

Practical Implication
Ask yourself and others:

e [f you think of one or two key decisions that your organization
has made in the last several years, what were the decisions ulti-
mately based on? How was information defined? What was
treated as a fact versus an opinion? What facts were decisive in
making a decision, and what ultimately did the decision rest on?
Was it facts, or opinions? If opinions, whose opinions mattered,

and what gave those opinions credibility?

* If you had to rate your organization’s decision-making style
{(with 1 being completely moralistic and 10 being completely
pragmatic), where would you place it on the scale?

Assumptions About Time and Space

Cultural assumptions about time and space are the hardest to deci-
pher yet the most decisive in determining how comfortable we feel
in any given environment. If we look at assumptions about time
first, cultures vary in the degree to which they view time as a lin-
ear resource, once spent never to be regained (Hall, 1959, 1966).
Time is money and is to be used carefully. In any given unit of
time, only one thing can happen; hence we develop calendars and
appointment books. In other cultures, time is more cyclical; it is




56 The Cotporate Culture Survival Guide

considered OK to do several things at once, as when a senior per-
son “holds court” and is able to process the needs of several subor-
dinates at once.

Organizations differ in the meaning they attach to being on
time or late. In Latin countries, being late might be regarded as
fashionable and appropriate, while in northern European countries
it is regarded as insulting. Arriving at work early and leaving late
can have different symbolic meaning in different contexrs; it could
be taken as high commitment or as inability to be efficient.

In some occupations, schedules and time planning are critical
to meet windows of opportunity or facilitate coordination. But in

other occupations, such as biology or chemistry, time is measured
more by how long things take.
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each other, while private offices and closed doots symbolize the need
to think for oneself. In some cultures, privacy means being literally
out of sight behind closed doors. In other cultures it is considered
private if you are out of hearing range, even if you are visible.

The normal distance that people stand apart from each other
symbolizes the formality of relationships: the closer, the more the
implication of intimacy. If someone with whom we do not feel inti-
mate stands too close, we find ourselves being uncomfortable and
backing up; if someone lets us move in more closely, we interpret it
as willingness to become more intimate (as when we literally whis-
per secrets into someone’s ear at very close range).

Where we place offices and desks symbolizes status and rank.
Usually the higher the rank, the higher up in the building the office
is located and the more it is surrounded by physical barriets to

ensure privacy. The location and size of offices as well as the fur-
nishings are in many organizations directly correlated with rank.

Practical Implication

Ask yourself and others:

* What norms about time do you have in your organization?

* What does it mean to be late or early, or to come in early or
leave early?

* Do meetings start on time? Do they end on time?

* When you make an appointment with someone, how much
time do you feel is normal?

* Does it bother you to be doing two or more things at the same
time?

* How does yout organization react to missed targets or schedules?

—FFE—

Space, like time, has important symbolic meanings. Open office
layouts imply that people should be able to easily communicate with

We joke about status symbols such as wall-to-wall catpeting or hav-
ing a window overlooking a nice view, but these jokes reflect seri-
ous cultural assumptions about the meaning of physical things in
the environment.

Practical Implication

Ask yourself and others:

» How does the physical layout in your organization reflect work-
ing style and status?

¢ How do people express their rank through physical and spatial
behavior?

¢ How do you organize the space around you, and what are you
trying to communicate with how you do it?

¢ How is privacy defined in terms of physical layout?
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The Bottom Line:
So What Do You Do Differently Tomorrow?

The main lesson to learn in reading this far is that culture is deep,
extensive, and complex. It covers all aspects of reality and human
functioning. It influences how you think and feel as well as how
you act, and it provides meaning and predictability in your daily
life. So don’t take it lightly, and don’t think glibly about changing
it. You yourself might not like the consequences of the very
changes you are thinking about. But if things don’t go right, if your
organization is not achieving goals or you think you can do better,
then you do need to get in touch with the deeper cultural assump-
tions that are driving you.

Starting now, become more analytical and reflective about cul-
ture. Put a hold on your impulse to take quick action. If you have
been trying to make changes in how your organization works, you
need to find out how the existing culture aids or hinders you. If you
discover that some of your cultural assumptions are dysfunctional,
figure out how to change them. What you have to look at next,
then, is how to get at these assumptions systematically, beyond the
kind of questions that I asked you to reflect on throughout this
chaptet. How do we assess culture? What is a culture “audit”? Can
one determine culture with a well-designed questionnaire? These
are the main questions of Chapter Four.

Chapter Four

So How Can You Assess

Your Corporate Culture?

o Should You Use a Survey?

¢ Why Culture Surveys Do Not and Cannot
Measure Culture

¢ How to Get at Your Own Culture

* Deciphering Your Company’s Culture: A Four-
Hour Exercise

¢ Do You Need an Qutside Consultant to Do the
Assessment?

¢ Four Case Examples and Analyses

* The Bottom Line

Culture assessment comes into play when an organization identi-
fies problems in how it operates or as a part of a strategic self-assess-
ment relating to merger, acquisition, joint venture, or partnership.
By answering the questions in Chapter Three, you have begun this
self-assessment. But your ability to decipher your own culture is still
limited. What other techniques are available to you?

Should You Use a Survey?

Most managers are measurement-otiented. It is part of the culture
of management. You probably want to know right away whether
there are surveys available that allow you to measure your culture
and put numbers on all of the dimensions reviewed in the preced-
ing chapter. Thete are survey instruments and questionnaires that
claim to measure culture, but in terms of the culture model that 1

59
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present, they only unearth some of the artifacts, some espoused val-
ues, and maybe one or two underlying assumptions. They do not
reach the tacit shared assumptions that may be of importance in
your organization. Why is this so? Why has no one developed a
reliable and valid culture survey?

Why Culture Surveys Do Not and
Cannot Measure Culture

There are several reasons why culture questionnaires do not reveal
cultural assumptions—and why, in fact, they cannot do so.

You Don’t Know What to Ask

First, you don’t know what to ask about, or what questions to design.
Remember that culture covers all aspects of what an organization
learns over its history. To design a questionnaire that grapples with
all of the external and internal dimensions reviewed in Chapter
Three (see Exhibit 3.1), you would have to write several hundred
questions but still have no way of knowing which dimensions are
the important ones in your organization. Some culture analysts
claim they have isolated a limited set of relevant dimensions and
designed surveys dealing with those dimensions; all of my experi-
ence tells me, though, that every organization has a unique profile
of cultural assumptions that any questionnaire inevitably misses
(see Hofstede, 1980, 1991; Cameron and Quinn, 1999; Goffee and
Jones, 1998).

Surveys almost invariably deal with espoused values concermn-
ing working relationships. Do employees feel involved? Are com-
munications open enough? Do employees feel they understand the
company strategy’? And so on. These may be important dimensions
of the company’s climate, and so they should be measured. The dan-
ger is that they become confused with culture. What if the impor-
tant elements of the culture are instead the tacit assumptions about
strategy, customers and markets, use of money, and other matters
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that may have little to do with the human relations in the work-
place and are completely overlooked by the survey? For example, if

" a company has always operated without much debt and been suc-

cessful, it may now assume that keeping debt low and cash balance
high is the correct way to manage its finances. This assumption
about managing finances can become a crucial part of its culture
and hence shape all kinds of strategic and operational decisions.
But there is no way of knowing ahead of time whether one should
design finance-type questions into one’s culture survey.

Asking About Shared Processes Is Ineffective

Second, asking individuals about a shared phenomenon is inefficient,
and possibly invalid. It is not easy for anyone to access shared tacit
assumptions, so the idea of using a questionnaire is based on faulty
logic in the first place. Inasmuch as culture is a group phenomenon,
it is far easier to elicit information in groups by asking broad ques-
tions about different areas of organizational functioning and seeing
where there is obvious consensus among the members of the group.
In the group, one learns not only what the areas of concern are but
also the intensity of feeling about them, and thereby the centrality
of different shared assumptions in the total cultural profile.

Furthermore, there is no way of knowing what a person answer-
ing a questionnaire reads into the questions, nor the attitude
elicited by the usual promises of anonymity and privacy. Ironically,
having to give employees an anonymous survey surrounded by all
kinds of procedures to ensure that no one is identified says more
about the deep assumptions of the organization’s culture than any
statistical analysis of the responses. Consider what is implied by the
need to keep things anonymous, the threat of punishment if an
employee gives negative information, and the secrecy surrounding
the whole project. In contrast, doing a culture study by bringing
focus groups together openly to discuss the values and shared
assumptions operating in the organization sends a completely dif-
ferent signal.
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What Employees Complain About May Be Unchangeable

Third, the things employees complain about may not be changeable
because they are embedded in the culture. The survey does have
some value in identifying whether the espoused values are being
met or not, and in most cases the survey data can show areas where
they are not being met. But to make the changes the employees
desire, one then has to do a “real” culture study to see why the val-
ues are not being met and what has to change in the culture for
them to be met.

For example, as has been pointed out, it is common for compa-
nies to espouse teamwork; surveys often reveal that employees wish
there were mote teamwork, more trust among employees, and so
on. However, examining the artifacts typically shows reward-and-
incentive systems that put a premium on individual accomplish-
ment and competition among employees for the scarce
promotional opportunities that are available. If the company really
wants to become team-based, it has to replace those individualistic
systems that have worked in the past and are deeply embedded in
people’s thinking. If it cannot or will not do that, the end result
could well be a drop in morale as employees discover that what they
hoped for is not happening.

In other words, what is often labeled the “desired culture” is a
set of espoused values that may simply not be tenable in the exist-
ing culture. We can espouse teamwork, openness of communica-
tion, empowered employees who make responsible decisions, high
levels of trust, and consensus-based decision making in flat and lean
organizations until we are blue in the face. But the harsh reality is
that in most corporate cultures these practices don’t exist because
the cultures were built on deep assumptions of hierarchy, tight con-
trols, managerial prerogatives, limited communication to employ-
ees, and the assumption that management and employees are
basically in conflict anyway—a truth symbolized by the presence of
unions, grievance procedures, the right to strike, and other artifacts
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that tell us what the cultural assumptions really are. These assump-
tions are likely to be deeply embedded and do not change just
because a new management group announces a “new culture.” As
we see in the later chapters, if such assumptions really are to
change, we need a major organizational transformation effort.

How to Get at Your Own Culture

Another way to put this is to ask yourself, Am I a unique personal-
ity, or just an example of a culture?

This question has preoccupied psychologists and sociologists for
a long time. The answer is that you are unique, the product of your
own genetic makeup and particular experience of growing up. But
in the process of growing up, you also become a member of cultural
units that leave their residue in your personality and mental out-
look. The most obvious manifestation is the language or languages
you speak, which cleatly you learn (they are not genetic) and
which determine to a great degree your thought process and how
you perceive the world. Beyond language are the many attitudes
and values you pick up in your family, school, and peer group. It has
been shown over and over again that kids show patterns of atti-
tudes and values that are systematically different according to the
community and socioeconomic strata in which they grow up.

So how do you access your cultural side? The most useful exer-
cise is to ask yourself now, as an adult, what groups and communi-
ties you belong to and identify yourself with. Pay special attention
to your occupational community (Van Maanen and Barley, 1984).
If you are an engineer doing engineering wotk, chances are you
have a whole set of assumptions about the nature of the world that
you learned as part of your formal education and in your early job
expetiences. On the other hand, if you have always been interested
in selling, took a business course in school, and are working your
way along in a sales and marketing career, you probably hold
assumptions reflecting that occupational community. Notice that
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as a salesperson you often disagree with engineers and may even get
angty at their outlook, forgetting that you and they see the world
through the differing lenses of your own cultural educations.

Your political beliefs, your spirituality or religion, and your pet-
sonal tastes and hobbies all reflect the kind of groups you grew up
in and belong to in the present. We know this intuitively and real-
ize that we are a product of our environments. What a cultural per-
spective adds to this insight, however, is recognition that your
current outlook, attitudes, and assumptions are also a reflection of
present group and community memberships, and that one of the
reasons you and others cling to your culture is that you do not want
to be a deviant in the groups that you value. In other words, one
source of strength for cultural assumptions is that they are shared
and that the need to remain in the group keeps them active. To
look ahead, let me say that when we advocate changing culture, we
are, in effect, asking that entire groups and communities alter one
of their shared characteristics. No wonder it is so difficult; no won-
der people resist change so much.

L

Practical Implication

Think through what groups and communities you belong to. Rank
them in terms of their importance to you in the present and in the
future. For each group or community, list some key assumptions,
attitudes, beliefs, and values it holds. Use the categories in Exhibit
3.1 as a guideline.

Allow yourself to be surprised by how much of youi' personality
and character—your thought processes, perceptions, feelings, and
attitudes—are shated with other members of the communities to
which you belong. Though we operate in life as individual actors,

we are far more embedded in groups than we realize.
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Deciphering Your Company’s Culture:
A Four-Hour Exercise

Remember that cultural assumptions are tacit and out of awareness.
Even so, this does not mean they are repressed or unavailable. If
you want to access your otganization’s culture, get together with
several colleagues (and maybe some newcomers to the organiza-
tion), bring in a facilitator who knows a little about the concept of
culture along the lines described here, and interview yourselves
about those areas that seem to matter to the continuing success of
your organization. The steps are as follows.

Define the “Business Problem”

Meet in a room with lots of wall space and a bunch of flipcharts.
Start with a “business problem”: something you would like to fix,
something that could work better, or some new strategic intent.
Focus on concrete areas of improvement, or else the culture analy-
sis may seem pointless and stale.

Review the Concept of Cultwre

Once you agree on the strategic or tactical goals—the thing you want
to change or improve—review the concept of culture as existing at
the three levels of visible artifacts, espoused values, and shared tacit
assumptions. Make sure that all the members of the working group
understand this model.

Identify Artifacts

Start with identifying lots of the artifacts that characterize your orga-
nization. Ask the new members of the organization what it is like
to come to work there. What artifacts do they notice? Write down
all the items that come up. Use Exhibit 4.1 as a thought starter to
make sure you cover all of the areas in which cultural artifacts are
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visible. You will find that as the group gets started, all the partici-
pants chime in with things they notice. You might fill five to ten
pages of chart paper. Tape them up so that the culture’s manifesta-
tions are symbolically surrounding you.

Identify Your Organization’s Values

After an hour or so, shift gears and ask the group to list some of the
espoused values that the organization holds. Some of these may have
already been mentioned, but list them on pages separate from the
artifacts. Often these have been written down and published.
Sometimes they have been reiterated as part of the “vision” of how
the organization should be operating in the future to remain viable

and competitive.

Compare Values with Artifacts

Next, compare the espoused values with the artifacts in those same areas.
For example, if customer focus is espoused as a value, see what sys-
tems of reward or accountability you have identified as artifacts and
whether they support customer focus. If they do not, you have
identified an area where a deeper tacit assumption is operating and
driving the systems. You now have to search for that deeper
assumption.

To use another example, you may espouse the value of open
communication and open-door policies with respect to bosses, yet
you may find that whistle-blowers and employees who bring bad
news are punished. You may have detected, among your artifacts,
that employees are not supposed to mention problems unless they
have a solution in mind. These inconsistencies tell you that at the
level of shared tacit assumption your culture is really closed, that
only positive communications are valued, and that if you cannot
come up with a solution you should keep your mouth shut.

As a general principle, the way to deeper cultural levels is
through identifying the inconsistencies and conflicts you observe
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Exhibit 4.1 Some Categories for Identifying Artifacts

¢ Dress codes

* Level of formality in authority relationships
» Working hours

» Meetings (how often, how run, timing)

* How are decisions made?

» Communications: How do you learn stuff?
» Social events

* Jargon, uniforms, identity symbols

* Rites and rituals

» Disagreements and conflicts: How handled?
» Balance between work and family

between overt behavior, policies, rules, and practices (the artifacts)
and the espoused values as formulated in vision statements, poli-
cies, and other managerial communications. You must then iden-
tify what is driving the overt behavior and other artifacts. This is
where the important elements of the culture are embedded. As you
uncover deep shared assumptions, write them down on a separate
page. You will begin to see what the patterns are among those
assumptions, and which ones seem to really drive the system in the
sense that they explain the presence of most of the artifacts that
you have listed.

Repeat the Process with Other Groups

If the picture formed from this meeting is incomplete or muddy,
repeat the process with one or more other groups. If you think there
might be subgroups with their own shared assumptions, test your
thought by bringing together groups that reflect those possible dif-
ferences. If you need to repeat this process several times (using
about three hours each time), you are still far ahead of the game in
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terms of time and energy invested relative to doing a major survey
by either questionnaire or individual interviews. The data you
obtain are also more meaningful and valid.

Assess the Shared Assumptions

It is now time to assess the pattern of shared basic assumptions you
have identified in terms of how they aid or hinder you in accom-
plishing the goals you set out in the first step of this process (defin-
ing the business problem). Since culture is very difficult to change,
focus most of your energy on identifying the assumptions that can
help you. Try to see your culture as a positive force to be used rather
than a constraint to be overcome. If you see specific assumptions
that are real constraints, then you must make a plan to change
those elements of the culture. These changes can best be made by
taking advantage of the positive, supportive elements of your cul-
ture. This change process is explained and illustrated in Chapters
Six and Seven.

Do You Need an Qutside Consultant
to Do the Assessment?

In my expetience, the group that is deciphering the culture needs
a facilitator who understands the concept of culture as I have laid
it out here, and who is not a member of the group or department
doing the culture self-study. This can be an outside consultant, but
it does not have to be. Many organizations have internal organiza-
tion development professionals who can play the outsider role
effectively. Sometimes an organization hires me to train the insid-
ers on this process and then does the self-study with its own trained
staff. The facilitator must be someone who can create the setting,
provide the model, and keep asking provocative questions to keep
the self-study group moving forward until some important shared
tacit assumptions of the culture are brought to consciousness. This
process is illustrated in the next few cases.
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Four Case Examples and Analyses

If you are a “one minute” manager, and if you think you now under-
stand this process, you can skip the cases and go straight to Chap-
ter Five—but be careful about choosing to skip them. In my
experience, it is the concrete examples and cases that really give
you the insight into what culture is all about. As you read the cases,
imagine yourself in one of several roles:

* You are the change agent who decides that your organization
needs some self-assessment

* You are a member of one of the assessment groups going
through the process

* You are a facilitator who is running this exercise for another

otganization, or some part of your own organization in the
outsider role

Imagine how this exercise feels from all these points of view.

“Beta Oil”

This case illustrates the culture-deciphering process in a project that
did not initially involve the total corporate culture directly but
instead required that we clarify the culture to accomplish the goals
of the project.

“Beta Qil” restructured its internal engineering operations by
combining all of engineering into a single service group. Previously,
the eight hundred engineers involved had been working for various
business units, refineries, and exploration and production units as
members of those organizations. In the new, centralized organiza-
tion, they would work as consultants to those organizations and
charge for their services. The formal rules were that all engineering
services would be charged for, with the fees to the various internal
customers sufficient to cover the costs of running the cight-hun-
dred-person engineering unit. The business units that would “hire”
engineers to build and maintain the exploration, production, refin-
ing, and marketing activities could either use the internal central
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group or go outside for those services. However, the engineering
services unit could only sell its services internally.

I learned all of this from the internal OD manager assigned to
this central services group, whom we will call Mary. She was
chatged by the manager of the unit with forming a “culture com-
mittee,” whose mission was to define the so-called new culture of
this unit as it evolved into its new role. It was recognized that the
individual engineers faced a major change, from being members of
a business unit to being freelance consultants who now had to sell
themselves and their services, and who had to bill for their time
according to a preset rate. Mary recognized that creating a new cul-
ture in this unit was intimately connected to the existing culture in
the larger company, since both the engineers and their customers
were long-time employees of Beta Qil. It was also recognized that
the engineers were coming from subcultures, and one problem was
to create a single culture for the new unit.

After several hours of conversation with Mary to plan how the
culture committee could function effectively and what kinds of
intervention might be needed, we decided that we had to do an
assessment of Beta's corporate culture. [ was to be the facilitator, and
she would bring together a group of fifteen or so engineers and man-
agers from the unit. The workshop devoted four hours to a discus-
sion along the lines described above:

1. Polling the group to get consensus on the business problem:
the evolution of a new way of working and new values for the
service unit in the context of the realities of the Beta culture

2. Explanation of the culture model
3. An hour or so on artifacts
4. Focusing on the espoused values

5. Exploration to identify the underlying shared tacit
assumptions

6. Exploration of which of these assumptions would help or hin-
der the evolution of a new way of working in this unit
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The meeting was successful in identifying a number of impor-
tant assumptions. Mary, sotne of her colleagues on the culture com-
mittee, and I all felt that one or more additional groups should be
run to flesh out the picture and check our perceptions of what we
were hearing. Over the next several months, two more groups were
brought together for half-day meetings, leading to a coherent pic-
ture of the present corporate culture. _

The motivation for defining this picture was that the senior
management committee of the unit needed to be involved if new
ways of working and values were to be promulgated. Giving them
feedback on the culture as we were beginning to see it provided the
agenda for a working session with this group. They would elaborate
the culture assessment and then make some decisions on what
action steps they needed to take to define a new way of working,
consistent with their new values.

I decided to give the cultural feedback as much as possible in
terms of the language that the assessment groups had used. ! also
decided at this stage to present “themes” rather than trying to gen-
eralize to very abstract concepts, because we wanted the manage-
ment group to become involved in the assessment process as well
and felt that giving them themes would be more concrete. Higher-
order generalizations could then be arrived at together during the
meeting. Exhibit 4.2 presents the document that was shared with
the management group. I commented briefly on each theme during
the meeting and encouraged members of the group to comment on
how accurate this was in their own experience.

The management group basically bought this picture and con-
firmed with their own examples that the themes were accurately
depicted. This reflection on their own culture allowed the senior
management members to think through their own role. They rec-
ognized that the most difficult aspect of the Beta culture was the
basic fear of being associated with any failure, or of being blamed for
anything that went wrong. Furthermore, from the point of view of
an engineering culture, they realized how hard it is for engineers to
convert themselves into consultants selling themselves and charg-
ing clients by the hour.

71




The C ‘ Culture Survival Guide So How Can You Assess Your Corporate Culture? 73
72 e Corporate Lulture
Exhibit 4.2 Culture Themes Identified in

ibi Identified i
Exhibit 4.2 Culture Themes Identified in the “Beta Oil” Assessment Workshops (continued)

the “Beta Oil” Assessment Workshops

1. Assumptions about the nature of the work to be done II. Assumptions about people and their motivation

The organization is energized by identifying problems and . * Itis assumed that people can and will work on their own, that
¢ Theo |

develoning f they are highly motivated and dedicated (that is, management
eveloping fixes.

o [t works by quick fixes of whatever problems are identified (“fire, does not have to micromanage).

dy, aim") * ]t is assumed that people will be successful; success is expected and
ready, aim”).
o Tt is assumed that if you break a problem down into small enough 7 taken for granted.
ieces and fix each piece, the big problem gets solved (blindness * Jtisassumed that people have no ego or social needs on the job.
piece ,

dependencies) * You must be willing to sacrifice for the company by working long
to interdependencies}.

o Problems are recognized and named once varjances get high hour.s, takinf .two brief(zises horrl:le, etc. Nc;lwadays, everyone has
enough. Management then steps in with a quick diagnosis and fix, ItW.O jobs and :1 expected to bea ke to io t em. o
sets up a new structure of remedial process, and then relaxes and * It }5 a-s?ume at gr(l)ups can work on t ellr ovlvn and set their own
does not follow through on implementation (for example, short- priorities (but there is a sense of lack of direction by management).

fall on cost recovery).

e We have a “hero” culture: waiting for problems to get serious, III. Assumptions about the management process
then fire fighting and rewarding the successful fire fighters (“But s The organization is procedure- and numbers-driven.
remember, a culture that rewards firefighters breeds arsonists.”). * lItisall about dollars andd (:sts.
L i H A
* Quick fixes are always new structures and processes, and once a Surfacing c.ost‘s is 2.1 good thing. | |
tructure o process has been put in place the job is done. * The organization is numbers-oriented (for example, numerical
w stru . le,
?e 1 tation is someone else’s problem target for how many people to have in the organization).
mplementation . ow .
s All dilemmas and predicaments are viewed as problems to be ¢ The organization operates with a command-and-control
i mentality.
solved and are thus subject to the quick structural-fix response. . tality ) | ”
N itivity to the complexity of “soft” issues or the difficulties » It is assumed that “management decides; others do” (example:
o sensitivi , l . |
IR f impl mentzation after a new structure or process is announced. when there are jobs to be filled, management just decides who will
{1 of imple . e job ‘
; e Fixes are often the creation of teams or groups, and once a team fill the .JObS’ w1-th little or no C‘Oltlsulf:atl on). | o
is formed it is assumed that the job is done (but the culture is * There is very little accountability and great latitude, especially in
is forme: ! .
basically individualistic; hence teams may not function well). the mtangiF)le or soft areas that are harder to measure. o
Getting involved with implementation is avoided because it * Teamwork is espoused but the reward system (forced ranking) is
) e ln ] k] . - N . . . .
g fail highly individualistic, with emphasis on rewarding “heroes.”
XPOSEs you to rallure. I | . ' .
Lo s s d that fi ill sell themselves * Engineers run the company. You know who is an engineer right
s [t is assumed that ixes w .

away; they are the golden boys who are white, male, tall, clean-
cut, and aggressive but not combative,
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Exhibit 4.2 Culture Themes Identified in
the “Beta Oil” Assessment Workshops (continued)

So How Can You Assess Your Corporate Culture?

Exhibit 4.2 Culture Themes Identified in
the “Beta Qil” Assessment Workshops {continued)

75

Company is an autocratic/paternalistic family that takes good care
of its children {pays well and has generous—but not portable—
retirement) provided they are loyal, hardworking, and successful.
If they are somewhat anxious, that is normal and OK.

A done deal is irreversible.

IV. The organizational “climate”

Climate is egalitarian, friendly, low-key, and polite, but possibly
vicious and blaming when backs are turned.

We are a punitive, blaming culture.

You never say you don’t know or admit that you made a mistake.
No one wants to admit to bad things, but people talk about bad
things that happened to others.

When mistakes or failures are identified, blame is assigned quickly
and without much systemic analysis; the guilty are named, bad-
mouthed, and labeled, which affects their assipnments but no for-
mal consequences follow.

There are not many incentives to work together.

A single mistake for which you are blamed can offset many suc-
cesses and result in your being labeled and limited in future assign-
ments and promotions.

If you are labeled as having made a mistake, it affects whom you
can work with in the future, so being negatively labeled can be
very destructive to the career.

Once you are labeled, it is forever; examples are “superior per-

RS

former,” “dinosaur,” “not a team player,” “high-potential,” “low-
potential,” “not management material.”

Working overtime is the norm.

Work is done through relationships, and you work with those

people whom you know; you use the Old Boy network.

* The best strategy for self-protection is building a network of sup-
porters.

* You stay because of the good pay and retirement program {golden

handcuffs).

® There is now a climate of fear; the future is uncertain.

* Company used to be a gentle, lifetime employer, but it has had as

many as ten rounds of layoffs and downsizings in various divisions.

* Asaconsequence, there is a real atmosphere of fear, reluctance to

confront or complain, avoidance or suppression of conflict.

* Combination of the shift to centralized service with downsizing
exacetbates these feelings.

* In arestructuring you can lose scope, rank, or face—but not pay.
* The organization has no obvious supporters.

* Job security is not linked to individual competency.

These insights made it clear that the top priority for the project
was to develop a new image of how to work that was consistent with
the self-image they had. The culture committee was charged with
coming up with a new set of values and practices—the new way of
working, which would then be promulgated throughout the organi-
zation. Whereas in the past “new culture” was thought of as a set of
general values such as teamwork, this new way of working was to be
a concrete description based on the culture assessment and the business
realities that Beta faced. The new way of working had to deal with the
structural realities of how the engineering job was now defined, but
at the same time it had to fit the larger “blaming culture” in which
the entire organization was embedded.
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To illustrate the power of an assumption like “You must never
be associated with any failure because it can be career-threatening,”
a promising joint venture hit a major snag when it was discovered
that the actual project structures would put Beta engineers into sit-
uations where they were subordinate to project managers from the
other member of the joint venture. The whole planning process
unraveled because Beta engineers refused to work for someone from
another company. They pointed out that if a project failed, the
manager from. the other company could simply disappear, while
their association with the failure would be negarively viewed within
Beta. The fact that the manager was from the other company would
not be viewed as a valid excuse.

The impact of the cultural assessment was twofold. It made the
senior leaders of the organization aware of the magnitude of the
change task they faced, and it made them aware that just announc-
ing a new set of values and goals would not produce the change
they desired. Unless they could specify concretely what the new
way of working was, they could not expect the engineers in the
unit to adapt effectively to the new structural conditions imposed

on them.

“Circle Healthcare” Headquarters

This case illustrates how the assessment process reveals some of the
critical elements in an organization’s subcultures. Note also that we
are dealing here with a different kind of organization, a very large
health maintenance organization. I was originally called by the
HMO's internal OD manager, Robert, to discuss with him some
organizational changes that were going to happen. He felt that the
Circle culture would be an important factor but was not sure that
anyone was paying attention to this element. I functioned as a
process consultant (Schein, 1987, 1999), helping Robert decide
what kind of intervention would bring awareness of cultural issues

to management.

We recognized from the outset that one part of Circle (in terms
of historical evolution) was an insurance company driven by typical
corporate cultural assumptions, but another part was a doctors’ orga-
nization run by doctors much more democratically. For example,
department chiefs were elected by the other physicians not appointed
by senior management. The major question was whether the corpo-
rate restructuring would lead to one of these subcultures being taken
over, 50 to speak—or would they blend, or continue to coexist?

In any case, it was important to understand some of the key ele-
ments of each subculture. A “diagonal” slice of people representing
several ranks from the organization development and human
resource departments were brought together to go through the
assessment exercise. [ followed the same model of explaining the
levels of culture and then working from artifacts to values to shared
tacit assumptions. However, we added a block of time for the mern-

bers of the two subgroups to meet to develop their own subculture
pictures and to share them with one another.

Following the exercise, which lasted a full day, I took all of the
flipcharts and abstracted the key assumptions that surfaced across
the entire organization. | inserted parenthetically the editorial com-
ments and questions that occurred to me in my role as the outside
consultant. [ also appended some “issues and questions,” observa-
tions about artifacts and observed behavior where the underlying
assumptions had not been surfaced (Exhibit 4.3).

This report was mailed to Robert, to be used as he saw fit. Robert
and I met several more times over the next few months, but the cul-
ture assessment did not lead to any changes in how executive man-
agers moved forward with their own strategy consultants to
restructure the organization. They thought the insights were useful
but not really relevant to the overall restructuring. I learned later
that the “bureaucratic” management subculture of the insurance side
of Circle had asserted itself and made changes that were primarily

consistent with its own assumptions. The OD function was scaled
back and Robert left Circle to become an independent consultant.
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Exhibit 4.3 Shared Assumptions in the “Circle
Healthcare” Headquarters Organization

I. Key Assumptions

o We are data-driven
We must at all times appear to be data-driven and rational, though
“data” are often opinions and/for past experience, not hard data.

o We are superior
We must not look too lavish, and we must always appear humble
in public, though we know we are “superior.” Many highly paid
physicians drive inexpensive cars and in other ways present them-
selves in public in a more humble fashion. (Is there a need to
manage the public image, to present oneself as an organization
that watches its costs carefully? Would a physician who displayed
wealth be “coached” not to do this™—E.S.)

o We are unique
Therefore, we are the only ones who really know what we can
and must do. We are the wave of the future. This leads to self-
centeredness and indifference to learning from othets. (Reliance
on consultants, and on having consultants provide alternatives
or recommendations rather than struggling with one’s own data,
is anomalous here and requires further digging; what is the signif-
icance of the fact that the group did not want its own data to
work with but was willing to let me go off with it and do my

own analysis?—E.S.)

¢ We are hierarchic
Decisions are made at the top. { The group asked Michael, their
boss, whether another meeting was possible, rather than asserting
that they needed to meet again to resolve some of the issues that

came up.—E.S.).

o We are bureaucratic
We have too much paper and too many signatures to get anything
done, and we have an “incapacity to act.” (I experienced this in
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Exhibit 4.3 Shared Assumptions in the “Circle
Healthcare” Headquarters Organization (continued)

the group more as a fact to be lived with than a problem to be
addressed—E.S.). You don't deal laterally, only through the
hierarchy.

We have two strong subcultures

They coexist in a complex symbiosis {(my word—E.S.). First is
the physician subculture, which is organizationally a professional
partnership (a layered hierarchy—E.S.) consisting of many spe-
cialties and short career ladders. Second is a managerial bureau-
cratic subculture in which work, pay, status, and career lines are
defined by rising in the hierarchy. In the professional subculture,
one can move up into management and back down into one’s
specialty; in the managerial subculture one can only move up, In
the professional subculture, employees can earn more than their
managers, that is, physicians-in-chief; in the managerial one, the
managets must always earn more than their subordinates. For
example, a nursing supervisor renegotiated the contract with the
nurses union when she discovered that some nurses were making
more than she was.

Status is clearly associated with being a physician, and only they
are called professionals. The other functions are support and ancil-
lary. Rage toward physicians is publicly suppressed, but physician
bashing is a fine art, Physicians are a sacred cow, but paradoxically
they feel quite powerless. They are often the most stable group in
the system in terms of turnover.

We are action oriented

Whatever is worth doing can and should be done quickly. Impor-
tant things should not take tao long. (Is the reverse true? If it can-
not be done quickly, it is not worth doing? That is, if we cannot
decipher our culture in a few hours then let’s forget about that
task, or let someone else worry about it and bring back some
“answers.”—E.S.)
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Exhibit 4.3 Shared Assumptions in the “Circle
Healthcare” Headquarters Organization {continued)

1. Additional Observations
The next few points are observations made by the group, but the
assumptions behind them are not clear and we did not have time to

explore them.

o There are tensions between headquarters (“region”) and facilities
(medical centers), especially around the feeling that the centers
have cut costs while region continues to live high off the hog.
Regional is seen as having cushier facilities, petting more money
relative to the centers, always asking for more than they need.
There is no cost accounting and no performance measutement.

¢ People come to meetings late, walk in and out, and leave when
they feel like it {¢his happened in out meeting—E.S$. ).

o There is always food (is this a reflection of a nurturing
paternalism?——E.S.).

o We value commitment and loyalty to the organization.

¢ There is a strong sense of a Protestant work ethic. The more work
you do, the more work you get. Time for reflection or thinking is
not sanctioned.

o Dress is generally informal, but at casual functions nurses dress up
more.

e Physician salaries are officially secret and to be kept so.

e Education and training are highly available and highly valued.

e You cannot get fired, except for stealing or possibly breaking
confidences.

e Satisfactory ratings are provided even for marginal employees;
there is very little negative feedback, and also few rewards for
quality performance. Good attendance and longevity are valued,
not long hours. Long hours only get you more work.

e There are lots of meetings, and political consensus is built up

there. Lots of use of e-mail, phones, fax.
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Exhibit 4.3 Shared Assumptions in the “Circle
Healthcare” Headquarters Organization {(continued)

II1. Issues and Questions

e Is the “incapacity to act” a reflection of bureaucratic barriers, or
complacency based on some deep level of self-satisfaction and
feeling of supetiority and invulnerability?

¢ How much of the above description is a function of the subculture
of organization development (and not reflective of the “Circle
Healthcare” culture)?

¢ Where are the forces toward the desired strategic changes of
innovation, cost reduction, and more employee involvement?
(The only place I see it is in the physician subculture, which is
based mote on partnership than managerial or bureaucratic
principles.—E.S.)

¢ How can a dialogue be created that permits deciphering the best
elements of each subculture so that the future can be built on a set
of assumptions that represents an optimum integration of the pro-
fessional and hierarchical subcultures? This process must begin with
valuing both subcultures based upon the insight that both have
some elements that are functional, but also some that are dysfunc-
tional. That is, how do you reduce costs and remain affordable
without compromising the quantity and quality of health care?
The danger is that the managerial subculture will attempt to over-
whelm the physician subculture, and this will lead either to paraly-
sis because of resistance on the part of the physicians or a cutback
in quantity and quality of health care.
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The “Delta” Sales Organization

Delta is the U.S, subsidiary of a large European pharmaceutical
company. The vice president of sales had been in his job for thirty
years and was widely credited with having built up a very successful
sales organization. The culture issue came up around the question
of whether to replace him afer his retirement with an inside candi-
date, thereby reinforcing the culture that had been built over a long
time, or bringing in an outsider, thereby setting in motion cultural
changes toward another type of sales organization. In this case, the
goal of the assessment was not only to understand the present cul-
ture of the sales organization but also to evaluate it to see whether
it should be perpetuated or changed.

[ met with the top executive team and determined that they
were indeed open to either alternative. What they wanted was an
effective sales organization; they would measure this effectiveness
by determining first of all how they felt about the culture we would
uncover, and second, how the members of the sales organization felt
about their own culture. The basic assessment plan was for me to
work my way down through the organization, doing individual or
group interviews as seemed appropriate. '

During our planning process, an important issue came up. The
current VP of sales expected me to do extensive individual intet-
views to decipher the culture. I had to convince him that it was not
only more valid but far more efficient to work with groups, unless
there was reason to believe that group members would be inhibited
in talking about the culture in front of others. The result was that I
interviewed individuals at the top level of the organization, where
inhibition might operate; but as I got to the regional and district
otganizations I ran group meetings along the lines described above.

Exhibit 4.4 gives some excerpts from my report, which led
eventually to appointment of the inside candidate and reflected the
decision to preserve and reinforce the existing culture. Notice that
in this case the artifacts and values are more salient and the tacit
assumptions are implied but not made explicit.
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Exhibit 4.4 Excerpts from the
“Delta” Sales Culture Report

There is a very strong sales culture that was largely created over the
last several decades by the present vice president, who is about to

retire.

This sales culture is credited with being the reason why the company

has been as successful as it is.

The present sales culture is perceived to be the company’s best hope
for the future. The sales organization feels strongly that it should not

be tampered with.

The key elements of the sales culture—its strengths—are:
1. The high morale, dedication, and loyalty of the sales reps

2. The high degree of flexibility of the reps in responding to chang-
ing management demands in marketing existing products

3. The high degree of openness of communication, which permits
rapid problem solving, collaboration, and shifting of strategy
when needed

4. Good communication and collaboration between district man-
agers and reps

5. A strong family feeling, informal relationships up and down the
hierarchy; everyone is known to management on a first-name
basis and employees trust management

6. There is a strong development program that gives sales reps
multiple career options according to their talents and needs

7. High ethical and professional standards in selling; focus on edu-
cating doctors, not just pushing individual products

8. High degree of discipline in following company directives in how
to position products; feeling that “management showed us how to
do it, and it worked”

There was a strong feeling that only an insider would understand the
culture they had built. Bringing in an outsider would be very risky
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Exhibit 4.4 Excerpts from the
“Delta” Sales Culture Report {continued)

because he or she might undermine or destroy the very things they felt
made them effective.

Though the culture is authoritarian and hierarchic, it works very well
because top management gets across the message that it is the reps and
the districts who make the system go, and that what management is
doing is in support of the front lines. It is a very people-oriented cul-
ture that allows for both flexibility and discipline. For example, every
district follows the sales and marketing plan, but every district man-
ager allows the reps to use their own skills and biases to their own best
advantage and does not impose atbitrary methods to be used in every
case. Reps feel they have some autonomy but feel obligated and com-
mitted to company plans.

The individual and group incentive and bonus systems are working
well in keeping an optimum balance between individual competition
and teamwork. The management system is very sensitive to the need
to balance these forces, and it does so at the higher level as well
between the sales and marketing organizations.

The wider company culture is very people-oriented and makes multi-
ple career paths available. The emphasis on personal growth and
development, supplemented by thorough training, emanates from the
top of the company and is perceived as the reason why people are so
motivated.

The report illustrates how a culture assessment can be used to
deal with a very specific question—in this case, a decision on senior
management succession. If there had been more conflict or discord
in the culture, the decision would have been more complex, but, as
it tumed out, throughout the organization there was unanimity that
the present culture was well adapted to the business situation and
should therefore be preserved and enhanced.
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Naval Research Labs

The fourth and last case illustrates how the decision to assess the
culture of an organization because of presumed geographic sub-
culture issues led to a completely unexpected set of insights about
other subcultural dynamics that were operating.

The initial goal was to determine how the geographical and
structural differences between the Naval Research Lab unit that
was located in New England and its administrative-political unit
in Washington, D.C., might have created subcultures. The two
units had different populations and tasks, so it was anticipated that
there would be important subcultural differences that would cre-
ate communication problems.

1 was contacted by an MIT alumnus who worked in the labs
and knew about my work on culture. He introduced me to senior
management, and we decided to create a one-day assessment
workshop in which we would explore the geographic subcultures,
using my methodology. The assessment was done by senior man-
agets representing both the research and administrative units, As
we proceeded, it was revealed that an important set of structural
differences not previously noticed had to be taken into account.
The Naval Research Labs worked in terms of projects, and each
project had particular financial sponsorship. Therefore, every proj-
ect had its own administrative staff working in Washington to
develop budgets, keep sponsors informed, and generally manage
all of the external political issues that might come up.

What was originally petceived as two units, one in Washing-
ton and one in New England, turned out to be nine—each of
which had both a New England and Washington subunit! How-
ever, because it was so critical for each project to work smoothly,
the geographic factor was overcome in all nine projects, through
multiple meetings and constant communication. Each project
thus developed a subculture based on the nature of its work and its
people, and there were indeed subcultural differences among the
projects. But the original notion that there was a geographic prob-
lem had to be dropped completely.
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¢ The assessment process should first identify cultural assﬁtl;lp'
tions and then assess them in terms of whether they are
strengths or constraints on what the organization is trying to
do. In most organizational change efforts, it is much easier to

The important learning from this exercise was that the focus on
culture revealed some structures in the organization that had not
really been thought significant before. Where geographic separation
mattered, each project had already done a great deal to ameliorate

the potential negative consequences. As in the Delta case, the . draw on the strengths of the culture than to overcome the
assessment revealed that the subcultures should be preserved rather constraints by changing the culture.
than changed. * In any cultural assessment process, one should be sensitive to
the presence of subcultures and prepared to do separate assess-
The Bottom Line ments of them to determine their relevance to what the orga-

TR . , nization is trying to do.
I'have tried in this chapter to convince you of several things: .
* Culture can be described and assessed at the levels of artifacts,

espoused values, and shared tacit assumptions. The impor-
tance of getting to the assumption level derives from the
insight that unless you understand the shared tacit assump-
tions, you cannot explain the discrepancies that almost
always surface between espoused values and observed behav-
joral artifacts.

* Culture can be assessed by means of individual and group
interview processes, with group interviews being by far the
better method both in terms of validity and efficiency. Such
assessments can be usefully made in as little as half a day.

* Culture cannot be assessed by means of surveys or question-
naires because one does not know what to ask and cannot
judge the reliability and validity of the responses. Survey
responses can be viewed as cultural artifacts and as reflections
of the organization’s climate, but they do not say anything
about the deeper values or shared assumptions that are
operating.

Now that you understand something of the process of cultural
assessment, you are ready to think about how to build, evolve,
enhance, or maybe even change culture.

* A culture assessment is of little value unless it is tied to some
organizational problem or issue. In other words, diagnosing a
culture for its own sake is not only too vast a problem but also
may be viewed as boring and useless. On the other hand, if
the organization has a purpose, a new strategy, or a problem
to be solved, then to determine how the culture impacts the
issue is not only useful but in most cases necessary. The issue
should be related to the organization’s effectiveness and stated
as concretely as possible. One cannot say that “the culture” is
an issue or problem. The culture has an impact on how the
organization performs, and the focus should initially be on
where performance needs to be improved.
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Corporate Culture in Action




Chapter Five

Culture Creation, Evolution, and
Change in Start-Up Companies

* Founding and Early Growth

* How Founders and Leaders Embed Cultural Elements

¢ Culture Change Mechanism

¢ The Impact of Size and the Loss of “Functional
Familiarity™ From Personal Management to
Contracts, Systems, and Processes

® Managing Problems of Succession

¢ The Bottom Line

The nature of culture change depends upon what stage of growth
an organization is in. In this and the next three chapters, I will
describe these processes and show you what is involved if you want
to manage them in the process of founding and growth; in midlife
in the still-successful organization; in the mature and declining
organization; and in mergers, acquisitions, and various kinds of
joint ventures.

Founding and Early Growth

The most salient cultural characteristic of young organizations is
that they are the creation of founders and founding families. The
petsonal beliefs, assumptions, and values of the entrepreneur or
founder are imposed on the people he or she hires, and—if the
organization is successful—they come to be shared, seen as correct,
and eventually taken for granted. The shared beliefs, assumptions,
and values then function in the organization as the basic glue that
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holds it together, the major source of the organization’s sense of
identity, and the major way of defining its distinctive competence.
At this stage, culture is the organization’s primary asset, but it is
repeatedly tested by being acted out. If it is reinforced, if the orga-
nization succeeds, the culture grows stronger. If the organization
fails, the founders are likely to be thrown out and their assumptions
come to be challenged and probably abandoned.

Case Example: “Jones Food”

Founder Harold Jones was an immigrant whose parents had started
a corner grocery store in a large urban area in the 1930s. His par-
ents, particularly his mother, taught him some basic attitudes
toward customers and helped him form the vision that he could suc-
ceed in building a successful enterprise. He assumed from the begin-
ning that if he did things right he would succeed and build a major
organization that would bring him and his family a fortune. Ulti-
mately, he built a large chain of supermarkets, department stores,
and related businesses that dominated its market area for many
decades.

Jones was the major ideological force in his company through-
out its history and continued to impose his assumptions on the com-
pany until his death in his late seventies. He assumed that his
primary mission was to supply a high-quality, reliable product to cus-
tomets in clean, attractive surroundings. His customers’ needs were
the primary consideration in all major decisions. There are many
stories about how Jones, as a young man opetating the corner gro-
cery store with his wife, gave customers credit and thus displayed
trust in them. He always took products back if there was the slight-
est complaint, and he kept his store absolutely spotless to inspire
customer confidence in his products. Each of these mandates later
became a major policy in his chain of stores and was taught and
reinforced by close personal supervision.

Jones believed that only personal example and close supetvi-
sion would ensure subordinates’ adequate petformance. He would
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show up at his stores unexpectedly, inspect even minor details, and
then—-by personal example, by stories of how other stores were
solving the problems identified, by articulating rules, and by exhor-
tation—"teach” the staff what they should be doing. He often lost
his temper and berated subordinates who did not follow the rules or
principles that he laid down.

Jones expected his store managers to be highly visible, be very
much on top of their own jobs, and supervise closely in the same
way he did, reflecting deep assumptions about the nature of good
management. These assumptions became a major theme in later
years in his concept of “visible management,” the assumption that
a “good” manager always had to be around to set an example and
teach subordinates the right way to do things.

The founding group in this company consisted essentially of
Harold's three brothers. But one “lieutenant” who was not a family
member was recruited early; along with the founder, he became the
main culture creator and carrier. Sharing Jones's basic assumptions
about how to run a business, he set up formal systemns to ensure that
those assumptions became the basis for operating realities. After
Jones's death, this lieutenant continued to atticulate the theory of
visible management and tried to set a personal example of how to
do it by continuing the same close supervisory policies that Jones
had used.

One of Jones’s assumptions was that one could win in the mar-
ketplace only by being highly innovative and technically on the
forefront. He always encouraged his managers to try new
approaches, brought in a variety of consultants who advocated new
approaches to human resource management, started selection and
development programs through assessment centers long before
other companies tried this approach, and traveled to conventions
and other businesses where new technological innovations were dis-
played, resulting in his company being one of the fitst to introduce
barcode technology. He was always willing to experiment to
improve the business. Jones’s view of truth and reality was that one
had to find it wherever one could, and therefore it was important to
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be open to the environment and never take it for granted that one
had all the answers.

If things worked, Jones encouraged their adoption; if they did
not, he ordered them dropped. Measuring results and solving prob-
lems were for him intensely personal matters, deriving from his the-
oty of visible management. In addition to using a variety of
traditional business measures, he always made it a point to visit all
his stores personally; if he saw things not to his liking, he corrected
them immediately and decisively even if it meant someone had to
go around the authority chain. He trusted only those managers who
operated by. assumptions similar to his own, and he clearly had
favorites to whom he delegated more authority.

Power and authority in this organization remained very cen-
tralized, in that everyone knew Jones or his chief lieutenant could—
and would—override decisions made by division or unit managers
without consultation, and often peremptorily. The ultimate source
of power—the voting shares of stock—were owned entirely by
Jones and his wife, so that after his death his wife was in total con-
trol of the company.

Jones was interested in developing good managers throughout
the organization, but he never assumed that sharing ownership
through granting stock options would contribute to that process, He
paid his key managers very well but did not share ownership even
with those who had been with the company throughout its history.
In this area, the assumption was that ownership was strictly a fam-
ily matrer, to the point that he was not even willing to share stock
with the man who was his chief lieutenant, close friend, and virtual
cobuilder of the company.

Jones placed several family members in key managerial posi-
tions and gave them favored treatment in the form of good devel-
opmental jobs that would test them early for ultimate management
potential. As the firm diversified, family members were made divi-
sion heads, even though they often had relatively little manage-
ment experience, If a family member petformed poorly, he would be
bolstered by having a good manager introduced under him; if the
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operation then improved, the relative would likely be given the
credie. If things continued badly, the family member would be
moved out, though with various face-saving excuses.

My introduction to the company concerned this dynamic.
Jones had only daughters and had moved the husband of his oldest
daughter into the presidency of his company. This man was a very
congenial person but not trained for his general management posi-
tion, so Jones authorized the creation of a management develop-
ment program for the top twenty-five people in the organization
(the hidden agenda was to teach his son-in-law something about
management). Joness chief lieutenant brought me in as a consul-
tant and trainer in the program; I was told from the outset that patt
of the goal was to educate the son-in-law.

Peer relationships among nonfamily members inevitably
became highly politicized. They were officially defined as “compet-
itive”; Jones believed firmly in the value of interpersonal competi-
tion, Winners would be rewarded and losers discarded. However,
since family members were in positions of power, one had to know
how to stay on the good side of those family members without los-
ing the trust of peers, on whom one was dependent.

Jones wanted open communication and a high level of trust
among all members of the organization, but his own assumptions
about the role of the family and the correct way to manage were, to
a large degree, in conflict with each other. Many members of the
otganization banded together in a kind of mutual protection soci-
ety, which developed a culture of its own. They were more loyal to
each other than to the company and had a high rate of interaction,
which bred assumptions and norms that became to some depree
countercultural to the founders.

Several things should be noted at this point. By definition,
something becomes part of the culture only if it works, in the sense
of making the organization successful and reducing the anxiety of
the members (including Jones). His assumptions about how things
should be done were congruent with the kind of environment in
which he operated, so he and the founding group received strong
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reinforcement for those assumptions. As the company grew and
prospered, Jones perceived more and more confirmation of his
assumptions and thus felt confident that they were correct.
Throughout his lifetime, he steadfastly adhered to those assump-
tions and did everything in his power to get others to accept them.
However, as has been noted, some of the assumptions made non-
family managers more anxious, thus leading to the formation ofa
counterculture.

Jones also learned that he had to share some concepts and
assumptions with a great many other people. As the company grew
and learned from its own experience, his assumptions gradually had
to be modified in some areas. If not, he had to withdraw from active
management of those areas. For example, in its diversification
efforts, the company bought several production units that would
enable it to integrate vertically in certain food and clothing lines
where it was economically advantageous to do so. But when Jones
learned that he knew relatively little about production, he brought
in strong managers and gave them a great deal of autonomy. Some
of the production divisions never acquired the culture of the main
organization, and the heads of those divisions never enjoyed the sta-
tus and security that insiders had.

Eventually, the founder also learned somewhat painfully that
he did not send the clear and consistent signals he thought he did.
Unable to perceive his own conflicts and inconsistencies, he could
not understand why some of his best young managers failed to
respond to his competitive incentives and even left the company.
He thought he was adequately motivating them and could not see
that for some of them the political climate, absence of stock
options, and arbitrary rewarding of family members made their own
career progress too uncertain. Jones was perplexed and angry about
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But the basic philosophies of how to run stores were thoroughly
embedded and remained. Various family members continued to run
the company, though none of them possessed the business skills
that Jones had.

With the retirement of the chief lieutenant, a period of insta-
bility set in, marked by the discovery that some of the managers
who had been cultivated under Jones were not as strong and capa-
ble as had been assumed. None of his children or their spouses were
able to take over the business decisively, so an outsider was brought
in to run the company. This person predictably failed because he
could not adapt to the culture and to the family.

After two more failures with CEOs drawn from other compa-
nies, the family turned to a manager who had originally been with
Jones Food and subsequently made a fortune elsewhere in real estate
enterprises. This manager stabilized the business because he had
more credibility by virtue of his prior history and his knowledge of
how to handle family members. Under his leadership, some of the
original assumptions began to evolve in new directions. Eventually
the family decided to sell the Jones company, and this manager and
one of the cousins started a business of their own, which ended up
competing with Jones Food.

One clear lesson from the Jones Food case is that a culture does
not survive if the main culture carriers depart and if most members
of the organization are to some degree conflicted because of the
mixed messages from the leaders during the growth period. Jones
Food had a strong culture, but the founder’s own conflicts became
embedded in that culture, creating conflict and ultimately lack of
stabiliry.

much of this, blaming the young managers while clinging to his How Founders and Leaders Embed Cultural Elements

How founders and leaders create and embed culture can be summa-
rized by looking at the various mechanisms described in Exhibit 5.1.

By far, the most important of these mechanisms is the leader’s
own behavior. When it comes to culture creation and embedding,

assumptions and conflicts.
Following his death, the company experienced a long period
of cultural turmoil because of the vacuum created by Jones’s

absence and the retirement of several other key culture carriets.
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Exhibit 5.1 How Leaders Embed Cultural Elements

I. Primary embedding mechanisms

¢ What leaders pay attention to, measure, and control
regularly

* How leaders react to critical incidents and organiza-
tional crises

® Observed criteria by which leaders allocate scarce
resources

* Deliberate role modeling, teaching, and coaching

* Observed criteria by which leaders allocate rewards
and status

¢ Observed criteria by which leaders recruit, select,
promote, retire, and excommunicate organizational
members

II. Secondary articulation and reinforcement mechanisms
¢ Organization design and structure
® Organizational systems and procedures
® Organizational rites and rituals
* Design of physical space, fagades, and buildings
¢ Stories, legends, and myths about people and events

* Formal statements of organizational philosophy, values,
and creed

“walking the talk” has special significance in that new members pay
far more attention to the walk than the talk. Especially important
is what the leader attends to, measures, gets upset about, rewards,
and punishes. The supporting mechanisms of structures and
processes become more important in the organization’s midlife, as
new generations of leaders are heavily influenced by these struc-
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tures and processes. In extreme cases, these elements even deter-
mine what kind of person is accepted as the leader. But in a young
and growing organization, the personal behavior of the leader is by
far the most important determinant of how the culture is shaped.

Culture Change Mechanisms

The members of a young successful company cling to their assump-
tions for two reasons. First, the assumptions are their own inven-
tion and a product of their own experience. Second, they reflect
the values of the founder(s) or founding family, who still have the
power that comes from ownership. If the founders say, “This is the
way we will do it, and this is what I believe,” then membets jeop-
ardize their careers if they say there is a better way that ought to be
tried. If the organization is succeeding, they feel disrespectful to be
challenging the beliefs of the father figures. In other words, this
kind of evolving culture is very strongly held.

The emphasis in this early stage is on differentiating oneself
from the environment and from other organizations. The organiza-
tion makes its culture explicit, integrates it as much as possible, and
teaches it firmly to newcomers (or selects them for reasons of initial
compatibility). One also sees in young companies a bias toward cet-
tain business functions, which influences the kind of culture that
arises. In Jones Food, there was a distinct bias toward retailing and
customers, whereas in DEC the bias was clearly toward engineering
and manufacturing. Not only was it difficult for Digital’s other func-
tions to acquire status and prestige, but professionals such as mar-
keters were often told by managers who had been with the company
from its origin that “marketers never know what they are talking
about.” In Ciba-Geigy, the early bias toward science and research
remained even though the company was much older. Since R&D
was historically the basis of the company’s success, science was
defined as the distinctive competence, even though more and more
managers admitted overtly that the future hinged on marketing,
tight financial controls, and efficient operations.
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The implications for change at this stage are clear. The culture
in young and successfully growing companies is likely to be very
strongly adhered to because:

e The primary culture creators are still present

e The culture helps the organization define itself and make its
way into a potentially hostile environment

e Many elements of the culture have been learned as defenses
against anxiety as the organization struggles to build and
maintain itself

Proposals to deliberately change the culture, whether from i‘nside
or outside, are therefore likely to be totally ignored or resisted.
Instead, dominant members or coalitions attempt to preserve a1t1d
enhance the culture. The only force that might unfreeze such a sit-
uation is an external crisis of survival, in the form of 4 sha‘u‘p drop
in growth rate, loss of sales or profit, a major product failure, or
some other event that cannot be ignored (Dyer, 1986). If such a
crisis occurs, a transition to the next stage (being managed by an
outsider) may automatically be launched. The crisis may discredit
the founder and bring a new senior manager into the picture. If the
founding organization itself stays intact, so does the culturc.:. How;
then, does culture evolve in the growth phase of an orgamza.non.
Which processes can be actively managed, from the perspective of
either a leader or a consultant?

Several change processes can be identified.

Incremental Change Through General
and Specific Evolution

If the organization continues to be successful and if che founder or
founding family is around for a long time, the culture evolves in
small increments by continuing to assimilate what works I:Jest over
the years. General evolution involves diversiﬁf:ation, growing com-
plexity, higher levels of differentiation and integration, and cre-
ative synthesis into new and higher forms. Specific evolution
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involves adapting specific parts of the organization to their partic-
ular environments, thus creating subcultures that eventually have
an impact on the core culture. These mechanisms cause organiza-
tions within varied industries to develop distinct industry cultures.
Thus, a high-technology company develops highly refined R&D
skills, while a consumer products company in foods or cosmetics
develops highly refined marketing skills.

In each case, such differences reflect important undetlying
assumptions about the nature of the world and the actual growth
experience of the organization. In addition, since the parts of the
organization exist in different environments, each part evolves to
adapt to its particular environment. As subgroups differentiate and
subcultures develop, opportunities for major culture change arise,
but in this stage they are only tolerated and efforts are made to
minimize them. These evolutionary processes happen whether you
do anything specific or not, but if you become aware of the
processes you can aid them by imparting insight.

Practical Implication

If you do not see any pressing business problems in how things are
going, just observe and roll with the punches. If you see problems,
start a process of developing insight, based on these culture dynamics.

Guiding Evolution Through Fostering Insight

If you think of culture as a mechanism for making the wortld mean-
ingful and predictable, for avoiding the anxiety that comes with
unpredictability and meaninglessness, you can help membets of the
organization by making explicit the cultural themes and elements.
If you gain insight into what your shared assumptions are and why
you hold on to them, there is a better chance of evaluating them to



102 The Corpotate Culture Survival Guide

determine how functional they continue to be as the environment
around you changes. The internal deciphering process described in
Chapter Four typically has the effect of producing a level of cultural
insight that allows a group to decide the direction of its future evo-
lution. The key roles of the leader in this process are to recognize
the need for such an intervention and to manage the internal
assessment process. Though leaders would not typically describe
this as therapy, it is functionally the equivalent, for groups, of what
individuals undergo when they seek therapeutic help because
things are not working. The key role of the consultant in this
process is to activate leadership to become supportive of such
insight-producing activities.

An example of change through sudden insight occurred in
“Gamma Tech,” a company that had always lived by the assump-
tion that marketing was a useless function relative to others, yet its
survival increasingly depended upon effective marketing. In assess-
ing their own culture, senior managers discovered that they shared
a very limited definition of marketing, as just “merchandising the
products we already have.” With the help of an outside consultant,
managers gained the insight that their definition of marketing was
biased and limited. They were then able through educating them-
selves to redefine in their own mind that marketing included build-
ing up Gamma Tech’s company image, improving the connection
between customers and the product development functions, train-
ing the field salesforce on the characteristics of the new products,
developing a long-range product strategy, and integrating various
product lines according to projections of where future customer
needs would be.

Gamma Tech’s managers suddenly realized that all of the spe-
cific things they needed to do better were, in fact, marketing. They
began to see in their marketing managers skills they had not
observed before, and this permitted them to begin valuing their
marketing peers and moving them into more central roles in the
management process. From an assumption that marketing was use-
less, they moved to a belief that marketing might be highly valu-
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able, by redefining in their mind what marketing was. As they paid
attention to various marketing functions, success came—and they
gradually adopted the assumption that marketing was crucial to
their continued existence.

Many of the interventions that have occurred over the years in
DEC can be seen as therapeutic in that the goal was insight. For
example, at one annual corporate seminar of the top eighty man-
agers the company’s poor performance was being discussed. A
depressive mood overtook them and was finally articulated: “We
could do better, if only our president or one of his key lieutenants
would decide on a direction and tell us which way to go.”

Those of us familiar with the culture heard this not as a realis-
tic request but as a wish for a magic solution. I was scheduled to
give a short presentation on the company’s culture and used the
opportunity to raise a question: “Given the history of this company
and the kinds of managers and people that you are, if Ken Olsen
marched in here right now and told everyone in what directions he
wanted you to go, do you think you would follow?’ There was a
long silence and then gradually a few knowing smiles. A more real-
istic discussion ensued. The group collectively realized that, given
their history, they would not accept orders from above anyway—
even from Olsen—and that they had better get busy to work out for
themselves a new sense of direction. In effect, the group reaffirmed
and strengthened its assumptions about individual responsibility
and autonomy, but these senior managers also recognized that their
wish for marching orders was really a wish for more discipline in the

organization—and that this discipline could be achieved among
themselves by tighter coordination at their own level.

Dysfunctional assumptions do not always have to be given up.
Sometimes it is enough to recognize how they operate, so that their
consequences can be realistically assessed. If the consequences are
considered too costly, one can engage in compensatory behavior.
For example, DEC’s commitment to checking all decisions laterally
before moving ahead (even though this slowed things down) was
affirmation of the assumption that one could only test the ultimate
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correctness of a decision by getting broad buy-in. If this becomes
too dysfunctional, one can (1) design compensatory mechanisrps
(for example, have less frequent but longer meetings, or classify
decisions and seek consensus only on certain ones, or find ways to
speed up meetings) or (2) break the company down into smaller
units in which the consensual process can work because people

know each other.

Practical Implications

If the result of insight is that the organization chooses to reaffirm its

culture, several concrete mechanisms can be used to ensure conti-

nuity:

* Be certain that new hires fit the cultural mold.

* Identify and reward behavior consistent with cultural
assumptions.

® [dentify and punish behavior that violates important assump-
tions and values.

* Create or perpetuate training, socialization, indoctrination, and
mentoring programs that bring newcomers into contact with

old-timers.
If, on the other hand, insight produces the realization that the

culture must evolve in new directions, then you have to intetvene

along the lines discussed in the next sections.

P

Managed Evolution Through Promotion of “Hybrids”

Changes in the environment often create disequilibria that force
real change. How can a young organization so highly committed to
its identity make such changes? One mechanism is a process of
gradual and incremental change through systematic promotion of
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insiders whose own assumptions are better adapted to the new
external realities. Because they are insiders, they accept much of
the cultural core and have credibility. But, because of their person-
alities or life experiences, or the subculture in which their careers
developed, they hold assumptions that are in varying degrees dif-
ferent from those at the core and thus can move the organization
gradually into new ways of thinking and acting. If such managers
are put into key positions, they often elicit a feeling from others on
the order of “We don’t like what she is doing in the way of chang-
ing the place, but at least she is one of us.”

For this mechanism to work, some of the company’s most
senior leaders must have insight into what is missing. This implies
that they must first become marginal enough in their own organization
to be able to perceive their corporate culture accurately. They may
obtain such insight through the questions of board members, from
consultants, or through educational programs where they meet
other leaders. If the leaders then recognize the need for change,
they can begin to select for key jobs those members of the existing
culture who best represent the new assumptions they want to
enhance.

For example, at one stage in its history DEC found itself
rapidly losing the ability to coordinate the efforts of large numbers
of units. Olsen and other senior managers knew that bringing an
outsider into a key position would be rejected, so they attempted
to gradually fill several key positions with managers who had
grown up in manufacturing and in field service, where discipline
and centralization had been the norm. These managers operated
within the culture but gradually tried to impose more centraliza-
tion and discipline.

Similarly, once Ciba-Geigy recognized the need to become
more marketing-oriented, it began to appoint to senior positions
managers who had grown up in the pharmaceutical division where
the importance of marketing had been recognized earlier.

Organizations sometimes attempt to achieve such changes by
bringing in outsiders, but ar this stage the culture is too strong and
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they either come to adopt it or fail and are ejected. As we shall see,
at a later stage outsiders play a bigger role. On the other hand, with
the growth of subcultures, finding “hybrids” within the organization
becomes more feasible, as we discuss next.

Practical Implication

Identify and promote into key positions individuals who accept the
core strengths of the culture but who have other values and assump-
tions more in line with where you feel the organization needs to go.
Tiy to locate such individuals within the organization so that they
are accepted as members of the existing culture.

Taking Advantage of the Growth of Subcultures

If the founder’s beliefs are well adapted to the environmental real-
ities the new organization faces, it grows and ages. With growth
and aging come several new organizational phenomena. Strong
subunits arise based on function, geography, markets, or products,
and these subunits have to survive in their various external envi-
ronments. Thus, in adapting to these external environments they
evolve beliefs and assumptions that are congruent with but diffet-
ent from the core assumptions of the founder. Such subcultures are
often called silos or stove pipes if they reflect functions, products,
markets, or geographies. The boundaries they build around them-
selves make it harder to communicate across them and integrate
their various efforts.

But this is not the only kind of subculture that forms. With age,
each set of employees and managers at a given level within the orga-
nization also shares common experiences that become the basis for
mutually held assumptions about how things are and how they
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should be done. The shared assumptions of employees differ from
those of management, especially if workers are unionized and par-
ticulatly so if they belong to an international union. First-line
supervisors develop shared assumptions based on the nature of their
jobs. Staff groups such as engineering, finance, and planning
develop their own, based on their professional and occupational
backgrounds. Middle managers develop subcultures based on the
similarities of their roles. Perhaps most important of all, so do CEQOs
and the people they take into their confidence, sharing assump-
tions regarding the financial concerns of their organizations.

It is especially erucial to understand some subcultures, espe-
cially engineering and top management, because the reference
group—the group to which members compare themselves—lies
outside the organization in the occupational community (Schein,
1996; Van Maanen and Barley, 1984). Thus, for engineers and
other organizational designers it is the design profession that dic-
tates many of the values and assumptions they live by. They are
likely to share assumptions that perfect designs ate free of people
and that it is people who make mistakes and should be engineered
out of processes as much as possible. The subculture of engineering
and design, then, is potentially in conflict with various operator,
line, and sales units that depend on people and teamwork for effec-
tive performance.

In the case of CEQs it is their board, the financial markets, the
analyst community, and fellow CEOs in the industry that define
the environment and thereby create some of the assumptions that
CEOs learn to live by. However much they believe that people are
important, their job demands primary attention to the financial
affairs of the organization; inevitably, people come to be seen as a
cost factor. In practice, the CEO subculture is also out of sync with

the engineering subculture because of the latter’s desire to build the
most elegant system, which is usually too costly. Hence the degree
to which these occupational subcultures are aligned with each
other is a major determinant of how well the organization as a
whole functions. Your role as a culture leader might well be to
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ensure that these subcultures are accepted as necessary and need-
ing alignment. It does not help the organization if each subculture
believes the others are dysfunctional. Your job as a culture change
agent is to develop meetings and events where mutual understand-

ing can arise among them.

Practical Implications

* Create assessment processes to identify the assumptions of vari-
ous subcultures, by function, product line, market, geography,

occupational community, and echelon.

e Examine dysfunctional stereotyping across these cultural
boundlaries,

e Create events that permit communication and dialogue to
improve mutual understanding and alignment of subcultures.

» If some subcultures represent assumptions and values mote in
line with environmental requirements, promote people from the
subcultures into key organizational positions.

The Impact of Size and the Loss of “Functional
Familiarity”: From Personal Management to Contracts,
Systems, and Processes

When differentiation into various kinds of subcultures occurs in a
small organization where everyone knows everyone else, the com-
munication difficulties that might arise during coordination efforts
can be resolved informally. People are “functionally familiar” with
each other in that they know one another’s working styles, what
verbal commitments mean, the time horizons that are used, and
generally how to calibrate each other. With growth in organiza-
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tional size, people can no longer remain functionally familiar with
others, so they have to resort to more formal processes of contract-
ing, monitoring each other, and in general substituting processes
and procedures for personal contact.

To revisit this concept, when DEC was small a hardware engi-
neer could go to the software department and ask whether the sup-
porting software would be ready in six months so that the product
could be launched. The software manager would say “Sure.” The
hardware manager would then tell me that he “knew” that this
meant nine months because “he is always a bit optimistic but he
will get it done, so I can plan accordingly.” As DEC became large
and more differentiated, the same scenario would no longer pro-
duce the same result. The software manager would again say
“Sure,” but the hardware manager would tell me that he was unsure
whether that meant six months, nine months, twelve months, or
never, because some other priorities might bump his project, The
software manager was now a stranger, embedded in other organiza-
tions, someone with an unknown personality. The hardware man-
ager now had to resort to getting a written commitment so that he
could hold the software manager to it. Bureaucracy was born.

As deals have to be negotiated with strangers, trust levels
erode, and political processes begin to replace teamwork in pursuit
of common goals. The subunits become power centers, and their
leaders become barons with an increasingly local agenda. Echelons
of supetvision, midlevel, and senior management develop their
own norms and force the communications going up and down the
hierarchy into certain forms. As examples, engineers learn that
they have to put their design ideas into cost-benefit language to get
middle management to look at proposals, and middle management
learns that it has to show the benefits of the project in terms of the
particular financial issues the CEQ is grappling with at the time
{Thomas, 1994).

For as long as the founders or founding families retain ownership
and control, they can function as the integrating force and use some
of the basic assumptions of the culture as the primary integrating
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and control mechanism. Charismatic founder-owners can continue
to be the glue by articulating the values and principles Ifhey expect
organization management to follow. But, with cor.ltinl.nng success,
the impact of size and age makes this form of coordination harder to
implement. The inability of founders to let go increases the danger
that dysfuncrional elements of the culture will be perpetua}ted, and
that new managers with adaptively appropriate assumptions and
values will not be permitted to gain power. How succession is man-

aged then becomes a major issue.

L

Practical Implications

» Watch for symproms of loss of functional familiarity: Misunder-
standing across subcultural boundaries, loss of trust, and growth
of formal contracting and other bureaucratic processes.

e Create events (meetings, special projects, joint travel, social
occasions) that rebuild functional familiarity, that allow people

who must work together to get to know each other personally.

Managing Problems of Succession

Succession from founders and owning families to midlife under
general managers involves a number of subphases and prc‘)cess.es.
How companies actually move from being under the domination
of a founder or family to the state of being managed by second-,
third-, and fourth-generation general managers has so many vari-
ants that one can only identify some prototypical processes and

events. -
The first—and often most critical—of these processes 1s the

shift from the founder to the next CEO, whether a family member
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or an outsider. Even if this person is the founder’s son, daughter, or
other trusted family member, it is in the nature of founder-entre-
preneurs to have difficulty giving up what they have created. In
extreme cases, a founder may be unconsciously willing even to
destroy his organization to prove to the world how indispensable
he was. On the other hand, some entrepreneurs whose passion is to
keep creating new ventures find it easy to go public and step down
ot turn successful ventures over to friends and colleagues.

During the transition phase, conflict over which elements of
the culture employees like or do not like reflects what they do or do
not like about the founder, since most of the culture is likely to be
a playing out of the founder’s personality. Battles develop between
“conservatives,” who like the founding culture, and “liberals” or
“radicals,” who want to change the culture {partly because they
want to enhance their own power position). The danger in this sit-
uation is that feelings about the founder are projected onto the cul-
ture, and in the effort to displace the leader much of the culture
comes under challenge. If members of the organization forget that
the culture is a set of learned solutions that have produced success,
comfort, and identity, then they may try to change the very things
they value and need.

Often missing in this phase is understanding of what the
culture is and what it is doing for the organization, regardless of
how it came to be. Succession processes must therefore be
designed to enhance those parts of the culture that provide iden-
tity, distinctive competence, and protection from anxiety. Such a
process can probably be managed only from within, because an
outsider could not possibly understand the subtleties of the cul-
tural issues and the emotional relationships between founders and
employees.

Preparation for succession is usually psychologically difficule
both for the founder and for potential successors because entrepre-
neurs typically like to maintain a high level of control. They may
officially be grooming successors, but unconsciously they may be
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preventing powerful and competent people from functioning in
these roles. Or they may designate successors but prevent them from
having enough responsibility to learn how to do the job—what we
might call the Prince Albert syndrome, remembering that Queen
Victoria did not permit her son many opportunities to practice
being king. This pattern is particularly likely to operate with a
father-to-son transition.

When senior management or the founder confronts the crite-
ria for a successor, cultural issues are forced into the open. It is now
clear that much of the culture has become an attribute and prop-
erty of the organization, even though it may have started out as the
property of the founder. If the founder or family is still dominant in
the organization, one may expect little culture change but a great
deal of effort to clarify, integrate, maintain, and evolve the culture,
primarily because it is identified with the founder.

When the founder or family finally relinquishes control, for-
mal management succession provides an opportunity to change
the direction of the culture if the successor is the right kind of
hybrid, that is, if he represents what is needed for the organiza-
tion to survive, yet is acceptable because he is one of us and
therefore is also a conserver of parts of the old culture. In some
companies, after several outsiders have failed as CEOs someone
is found who was with the company earlier and therefore per-
ceived by the family to understand the company—even though
she brought in many new assumptions about how to run the
business.

If the succession process is not managed effectively, founders
and founding families lose power and are eventually replaced by
formal means. If ownership becomes public, a board primarily made
up of outsiders is created and a professional manager from outside
the organization becomes the CEQ. As family influence declines
and the board goes on appointing CEOs, organizations enter what
[ think of as their midlife. As we shall see, the culture issues in
midlife are quite different.
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Practical Implications

* If you are in an organization that is stil] un by its founder, begi
1, begin

to build processes to examine and discuss succession
* If you observe that the succession discussion i tesisted or th,
. . e
founder exhibits symptoms of not wanting to face it, think in
1
terms of providing insight in a low-key way by examining the
succession process itself as a cultural artifact.

* Since you are dealing with powerful psychological forces regard-
ing this issue, function as much as possible as a process consyl.
tant helping the CEO gain insight—not as a confrontational

culture change agent.

The Bottom Line

Cultural change and the role of leadership in managing it occur
through different mechanisms depending on the developmental
stage of an organization. In the founding and early development
stage, cultural assumptions define the group's identity and distinc-
tive competence and hence are strongly held. If leaders detect mal-
adaptive assumptions, the only way they can change culture is to
bias the normal evolutionary processes, or produce therapeutic
interventions that give group members new insight and thereby
allow them to evolve their culture more manageably. The other
major mechanism available to leaders in this stage is to locate and
systematically promote hybrids in the organization who represent
the main elements of the culture but who have learned some other
assumptions in various subgroups that are considered adaptive.
The transition to midlife is fraught with cultural issues because
succession problems force cultural assumptions out into the open.
Group members are likely to confuse elements of the culture with
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clements of the founder’s personality, and subgroups are likely to
form for or against some of what the founder stands for. Cultural
issues thus become salient during the transition of succession, but
the change mechanisms are likely to be the same as the ones I have
described, unless in the transition the company is sold or taken
over by completely new management, in which case a new culture
formation process begins.

The key issue for culture change leaders is that they must become
marginal in their own culture sufficiently to recognize what may be its
strengths worth preserving and its maladaptive assumptions requir-
ing change. This demands the ability to learn new ways of thinking,
as a prelude to unfreezing and changing their organization. This
process is especially difficul for entrepreneurial founders because the
early success of their organization is likely to make them believe that
their own assumptions are ultimately the correct ones.

Chapter Six

Transformative Change

Unlearning and Relearning Culture

* A Simplifying Model of the Psychodynamics of
Transformative Change

» Disconfirmation

® Survival Anxiety (or Guilt) Versus Learning Anxiety

¢ Two Principles of Transformative Change

¢ How Do You Create Psychological Safety?

» Cognitive Redefinition

e Imitation and Identification Versus Scanning and
Trial and Error

* Refreezing

¢ Temporary Parallel Learning Systems

¢ The Work of the Change Team

¢ Change Leaders and Change Agents

¢ The Bottom Line '

Before you can manage culture change in organizational midlife,
you must first understand something about transformative change
in general. In Chapter Five, | outlined evolutionary change mecha-
nisms. But once cultural elements have stabilized, the change prob-
lem grows more complicated. It now involves having to unlearn
beliefs, attitudes, values, and assumptions as well as learning new
ones. People resist change because such unlearning is uncomfort-
able and anxiety-producing. They can be coerced into changing
their overt behavior, but such behavior change is not stable unless
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the deeper levels undergo some kind of transformation. We have to
look at what we know about change processes that are genuinely
transformative.

A Simplifying Model of the Psychodynamics of
Transformative Change

The model shown in Exhibit 6.1 involves three main stages and
several substages that are described in some detail here. Without
understanding the psychological and sociological dynamics that are
involved, you cannot really grasp why culture change is so difficult
in organizational midlife, or why it takes so many years. In this
chapter, I explain the model; in Chapter Seven I provide case
materials to illustrate the concepts.

Disconfirmation

Changing something implies not just learning something new but
unlearning something that is already there and possibly in the way.
What most learning theories and models overlook are the dynam-
ics of unlearning, of overcoming resistance to change. They assume
that if you can just get a clear enough vision of a positive future,
this is motivation enough to get new leatning started.

To respond to this belief, let’s start by raising a controversial
point. Is there a natural instinct to learn and improve? Or does there
have to be some new motivating force before transformative learn-
ing begins to happen? [s natural curiosity enough of a motive to try
new things and overcome old habits of thought? Or must there be
some sense of dissatisfaction for motivation to arise? Does the dis-
satisfaction have to express itself as “survival anxiety” (I will not
survive in some sense unless I change), or as “guilt” (I will not
achieve my own ideals and aspirations unless I change)?

The organizational version of this question is, “Can a successful
organization make major changes, or does there have to be some
threat or sense of failure or crisis before people are motivated to
make changes?” To use an analogy from offshore oil exploration,
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Exhibit 6.1 A Model of Transformative Change

Stage One

Unfreezing: creating the motivation to change
¢ Disconfirmation
® Creation of survival anxiety or guilt

* Creation of psychological safety to overcome learning anxiety

Stage Two

Learning new concepts and new meanings for old concepts
® Imitation of and identification with role models

* Scanning for solutions and trial-and-error learning

Stage Three

Internalizing new concepts and meanings
¢ Incorporation into self-concept and identity

* [ncorporation into ongoing relationships

must there be a burning platform before the need for real change is
accepted? In sum, does the process of change or learning always
have to start with some form of survival anxiety?

You undoubtedly have your own experience and bias, and no
one has really been able to prove whether one or the other answer
is correct. My own experience convinces me that some sense of
threat, crisis, or dissatisfaction has to be present in a mature sys-
tem in which things have to be unlearned before new things can
be learned. Kurt Lewin, the social psychologist who did some of
the most creative work in this area, thought of this as a process of
“unfreezing.” Human systems tend toward trying to maintain a sta-
ble equilibrium. If change is to occur, some new forces must upset
the equilibrium; recognizing and managing these forces creates
the motivation to change. Any change, then, begins with some
disconfirmation.
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Dissatisfaction and Threat as Sources of Disconfirmation

Members of the otganization can experience these unfreezing forces
directly, or they can be articulated by someone in the organization
(usually in a high position) who functions as the motivator, the
change leader. Disconfirming information can involve any or all of
the following categories:

* An economic threat—unless you change, you will go out of
business, lose market share, or suffer some other loss

A political threat—unless you change, some more powerful
group will win out over you or gain some advantage

A technological threat—unless you change, you will be obso-
lete

A legal threat—unless you change, you will go to jail or pay
heavy fines

A moral threat—unless you change, you will be seen as selfish,
evil, socially irresponsible

An internal discomfort—unless you change, you will not
achieve some of your own goals and ideals

This last force, the internal one, is often thought of as the basis
of “spontaneous” or natural learning, in that we seem to be able to
motivate ourselves. We have a desire to do better, to achieve some
ideal. But in my experience such spontaneously motivated learn-
ing is almost always triggered by some new information that signals
failure to achieve our own goals and ideals. In other words, survival
anxiety often shows up as a feeling of guilt that one is not achiev-
ing some values or ideals that one holds.

Scandal as a Source of Disconfirmation

For a corporation, one of the most powerful triggers to change is the
occurrence of an accident (consider the Three Mile Island, Chal-
lenger, and Bhopal explosions) or a scandal (such as a price-fixing
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exposé or an executive suicide). What these events reveal is that
some of the ideals and values the organization espouses turn out not
to be operational in practice. This leads to reassessment of what the
deeper cultural assumptions are that are actually operating. For
example, a company that prided itself on a career system that gave
managers real choice in overseas assignments had to face reality
when a key overseas executive killed himself, and his suicide note
revealed he had been pressured into the assignment despite per-
sonal and family objections to it. At the level of espoused values,
the company had idealized its system. The scandal exposed the
shared tacit assumption by which they really operated: that people
were expected to go where senior executives wanted them to go.
Recognizing the discrepancy then led to a whole program of
revamping the career assignment system to bring espoused values
and assumptions in line.

Mergers, Acquisitions, and Joint Ventures as
Sources of Disconfirmation

The most obvious source of information that a change of culture is
needed is when two or more cultures come together and try to work
in concert. Unfortunately, in most cases the need for culture
change arises only after the joint organization has been created,
without consideration of whether the existing cultures were or were
not compatible. The issue is then how the two cultures should
relate to each other:

* Should they be allowed to coexist independently, as when a
company acquires another but leaves it entirely alone?

¢ Should one culture impose itself on the other?

e Should the cultures be blended to attempt to maximize what
are seen to be the strengths of each?

These pattern are found in the experiences of many companies.
But there is some evidence that even in fifty-fifty mergers, blending
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is the pattern that is hardest to implement. Independent coexis-
tence or cultural takeover are the more common patterns (Salk,
1992). More about this later.

Charismatic Leadership as a Source of Disconfirmation

A new leader who is charismatic can sometimes trigger survival
anxiety or guilt by pointing out convincingly that “We are doing
QK, but think how much better we could be doing if we learned
how to do things in this new way. . ..” It takes charisma to get
employees’ attention, to avoid a complacent reaction that the
bosses are only crying wolf. When a less-charismatic leader tries to
convince the organization it is in trouble and must learn how to do
some things differently in order to survive or grow, the message is
often met with skepticism. Employees do not agree with the lead-
ers’ definition of trouble. They do not believe the organization is in
economic, political, technological, or legal trouble, especially if
those leaders give themselves generous bonuses while touting cost
cutting. Employees often do not understand the economic situation
well enough because they have never been educated in the eco-
nomics of their business. Or they do not trust management, believ-
ing instead that if they work harder or smarter they will ultimately
be taken advantage of anyway. What makes charismatic leaders so
powerful is their ability to overcome this skepticism.

Education and Training as Sources of Disconfirmation

Many organizations have learned that the only way to convince
employees and managers of the need to do things differently is by
educational interventions. Especially in regard to the economics of
the organization, employees do not believe what their leaders tell
them unless they are educated to the economic realities of their
business. A similar issue arises with respect to becoming responsi-
ble in the areas of environment, health, and safety. Employees do
not accept the need for new, responsible behavior patterns until
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they have been educated to the dangers inherent in environmen-
tal events. Change programs therefore often have to begin with
educational efforts, which may take time and energy.

Practical Implication

By definition, focusing on disconfirming events means you address
the business problem before you even start to think about culture.
You must have a clear definition of the business problem or issue
that started the change process.

The disconfirming data are not the problem, however. They are
only symptoms, which should trigger some diagnostic work. You
have to think carefully about what the data are telling you and what
the underlying problem or issue might be that needs to be addressed.
Differentiate carefully between symptoms and possible underlying
causes. Consider multiple causes; looking for one root cause is often
a waste of time because of the degree to which causal forces may be
interrelated.

It is in this analysis that you may first encounter the need for
some culture assessment to determine how extensively cultural ele-
ments are involved in the problem situation. But stay focused on
the business problem; avoid the temptation to blame the symptoms
on the culture.

Survival Anxiety {(or Guilt) Versus Learning Anxiety

If the disconfirming data get through your denial and defensive-
ness, you feel either survival anxiety or guilt. You recognize the
need to change, the need to give up some old habits and ways of
thinking, and the necessity of learning new habits and ways of
thinking. But the minute you accept the need to change, you also
begin to experience learning anxiety. The interaction of these two
anxieties creates the complex dynamics of change.
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The easiest way to illustrate this dynamic is in terms of learning
a new stroke in tennis or golf. The process starts with disconfirma-
tion: you are no longer winning against opponents you used to beat,
or your aspirations for a better score or a better-looking game are not
met. So you feel the need to improve your game. But as you con-
template the actual process of unlearning your old stroke or swing
and developing a new one, you realize that you may not be able to
do it, or you may be temporarily incompetent during the learning
process. These feelings ate learning anxiety. Similar feelings arise in
the cultural arena when the new learing involves becoming com-
puter competent; changing supervisory style; transforming compet-
itive relationships into teamwork and collaboration; replacing a
high-quality, high-cost strategy with one that leads to being the low-
cost producer; moving from engineering domination and product
orientation to a marketing-and-customer orientation; learning to
work in nonhierarchical, diffuse networks; and so on.

Psychological Bases of Learning Anxiety

Learning anxiety is a combination of several specific fears, all of
which may be active at any time as you contemplate having to
unlearn something and learn something new.

Fear of Temporary Incompetence. During the transition
process, you do not feel competent because you have given up the
old way and have not yet mastered the new one. The best examples
probably are evident in efforts to learn to use a computer.

Fear of Punishment for Incompetence. If it takes you a long
time to learn the new way of thinking and doing things, you will
fear being punished for your lack of productivity. In the computer
arena, there are striking cases in which employees never learn the
new system sufficiently to take advantage of its potential because
they feel they have to remain productive—so they spend insuffi-
cient time on the new learning.
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Fear of Loss of Personal Identity. If your current way of think-
ing is a strong source of identity for you, you may not wish to be the
kind of person that the new culture requires you to be. For exam-
ple, in the breakup of the Bell System many old-time employees
left because they could not accept the identity of being a member
of a hard-driving, cost-conscious organization that would take
phones away from consumers who could not afford them.

Fear of Loss of Group Membership. The shared assumptions
that make up a culture also identify who is in and who is out of the
group. In developing new ways of thinking, you become a deviant
in your group and may be rejected, or even ostracized. To avoid los-
ing group membership, you resist learning the new ways of think-
ing and behaving. This fourth force is perhaps the most difficult to
overcome because it requires the whole group to change how it
thinks, as well as its norms of inclusion and exclusion.

Defensive Responses to Learning Anxiety

As long as your learning anxiety remains high, you are motivated
to resist the validity of the disconfirming data or invent various
excuses for why you cannot really engage in a transformative learn-
ing process right now. These responses come in definable stages.

Denial. You convince yourself that the disconfirming data are
not valid, or are temporary, or don’t really count, or reflect some-
one just crying “wolf,” and so on.

Scapegoating, Passing the Buck, and Dodging. You convince
yourself that the cause is in some other department, that the data do
not apply to you, and that others need to change first before you do.

Maneuvering and Bargaining. You want special compensa-
tion for the effort to make the change; you want to be convinced
that it is in your own intetest and of long-range benefit to you.
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Two Principles of Transformative Change

If you are the target of change confronted with the need to unlearn
and relearn, you will resist in order to protect your position, your
identity, and your group memberships even if it means experienc-
ing survival anxiety or guilt. Your resistance is based on your learn-
ing anxiety. How, then, does the change manager create
transformative change? Two principles come into play:

Principle One: Survival anxiety or guilt must be greater than
learning anxiety

Principle Two: Learning anxiety must be reduced rather than
increasing survival anxiety

From the change manager’s point of view, it might seem obvi-
ous that the way to motivate you would be simply to increase the
survival anxiety or make you feel even more guilty about failing to
achieve your ideals. The problem with this approach is that with
greater threat or guilt you may simply increase your defensiveness
to avoid the threat or pain of the learning process. That logic leads
to the key insight about transformative change embodied in prin-
ciple two: learning anxiety must be reduced by increasing the
learner’s sense of psychological safety.

How Do You Create Psychological Safety?

Creating psychological safety for organizational membets who are
undergoing transformational learning involves a number of steps,
and they must be taken almost simultaneously. I list them here
chronologically, but the change manager must be prepared to
implement all of them.

1. A compelling positive vision. If you are the target of change,
you must believe that you and the organization will be better off if
you learn the new way of thinking and working. The vision must
be articulated (and widely held) by senior management.
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2. Formal training. If you are to learn new ways of thinking,
new attitudes, and new skills, you must have access to whatever for-
mal training is required. For example, if the new way of working
necessitates teamwork, formal training on team building and main-
tenance must be provided.

3. Inwolvement of the learner. If the formal training is to take
hold, you must have a sense that you can manage your own infor-
mal method of learning. Everyone learns slightly differently, so it is
essential to involve learners in designing their own optimal learn-
ing process.

4. Informal training of relevant “family” groups and teams.
Because cultural assumptions are embedded in groups, informal
training and practice must be provided to whole groups so that new
norms and new assumptions can be built jointly. You should not
feel deviant in deciding to engage in the new learning.

5. Practice fields, coaches, and feedback. You cannot learn some-
thing fundamentally new if you don’t have the time, the resources,
coaching, and valid feedback on how you are doing. Practice fields
are particularly important so that you can make mistakes and learn
from them without disrupting the organization.

6. Positive role models. The new way of thinking and behaving
may be so different that you must see what it looks like before you
can imagine yourself doing it. You must be able to see the new
behavior and attitudes in others with whom you can identify.

1. Suppori groups. Groups should be formed in which problems
connected with learning are aired and discussed. You must be able
to talk about your frustrations and difficulties in learning with oth-
ers who are experiencing similar difficulties so that you can sup-
port each other and jointly learn new ways of dealing with the
difficulties.

8. Consistent systems and structures. It is essential to have
reward and discipline systems and organizational structures consis-
tent with the new way of thinking and working. For example, if you
are learning how to be a team player, the reward system must be
group-oriented, the discipline system must punish individually
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aggressive and selfish behavior, and the organizational structures
must make it possible to work as a team.

Most transformational change programs fail because they do
not create these eight conditions. If you consider the difficulty of
achieving all eight, and the energy and resources that have to be
expended to accomplish them, it is small wonder that changes are
often short-lived or never get going at all. On the other hand, as
some of the cases in the next chapter show, when an organization
sets out to truly transform itself, real and significant cultural
changes can be achieved.

Cognitive Redefinition

The best way to characterize the process of what actually happens
in the learner is to call it cognitive redefinition. If you have been
trained to think in a certain way and are a member of a group that
thinks the same way, how can you imagine changing to a new way
of thinking? If you are an engineer at Beta Qil, you are a member
of a division that used to work as experts with technical resources,
clear career lines, and a single boss. In the new structure, you are
now asked to think of yourself as a member of a consulting organi-
zation that sells its services to customers who can purchase them
elsewhere if they do not like your deal. To make such a transfor-
mation, first you must develop several new concepts: “freelance
consultant,” “selling services for a fee,” “competing with outsiders
who can underbid you.” In addition, you have to learn a new
meaning for the concept of being an engineer, and what it now
means to be an employee of Beta Qil. You face a new reward sys-
tem, and being paid and promoted on your ability to bring in work.
You must now see yourself as a salesman more than an engineer.
Finally, you must define your career in quite different terms and
learn to work for lots of bosses.

» K
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Along with new concepts come new standards of evaluation.
Whereas in the former structure you were evaluated largely on the
quality of your work, you now have to estimate more accurately just
how many days a given job will take, what quality level can be
achieved in that time, and what it costs if you try for the higher-
quality standard you are used to.

The computer designers at DEC who tried to develop products
competitive with the IBM PC never changed their standards of
evaluation for what a customer expected. They overdesigned the
products, made them too expensive, and included far too many
bells and whistles. The designers were embedded in their old way
of thinking, and the organization did not have a change program
powerful enough to help them cognitively redefine what the new
marketplace needed.

When senior management announces a strategy of shifting
from a production or engineering focus to a customer-centered
marketing focus, they are asking many of their employees to make
a major cognitive shift that they may not be able to make. When
senior management announces they are going from a formal hier-
archy to a matrix or networked project structure, they are asking
their employees to grasp entirely alien concepts of how to work and
how to think about authority. When senior management
announces that employees should become more involved and
cmpowered, they are asking both employees and supervisors to shift
their whole cognitive frame of reference for what it means to be an
employee or a supervisor. ‘

Such cognitive shifts are possible if the organization manages
to create enough psychological safety—especially if it involves the
people who are the targets of change in the learning process. Then
the learning takes place through either trial and error (based on the
learner’s scanning of the work environment to locate possible
options for new behaviors) or a more formal training process
(which usually involves imitating role models and psychologically
identifying with them).
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Imitation and Identification Versus
Scanning and Trial and Error

There are, then, basically two mechanisms by which you learn new
concepts, new meanings for old concepts, and new standards of
evaluation. You learn through imitating a role model and psycho-
logically identifying with that person. Or you keep inventing your
own solutions until something works for you.

If you are the change manager, you have a choice as to which
mechanism to encourage. As part of a training program, you can
provide role models through case materials, films, role plays, or sim-
ulations. You can bring in learners who have acquired the new con-
cepts and encourage others to find out how they did it. This
mechanism works best if it is clear what the new way of working is
to be and if the concepts to be taught are themselves clear. How-
ever, we sometimes learn things through imitation only to find that
they do not really fit into our personality or our ongoing relation-
ships. Once we are on our own and the role models are no longer
available, we revert to our old behavior.

Alternatively, if you want the learners to learn things that
really fit into their personality, then you must withhold role mod-
els and encourage learnets to scan their environment and develop
their own solutions. For example, Beta Oil could have developed a
training program for how to be a consultant, built around engineers
who had made the shift successfully. However, senior management
felt that the shift was so personal that they decided merely to cre-
ate the structure and the incentives, but let each engineer figure
out for himself or herself how to manage the new kinds of relation-
ships. In some cases, this meant people left the organization. But
those engineers who learned from their own experience how to be
consultants genuinely evolved to a new kind of career, one that
they integrated into their total life.

The general principle here is that the change manager must be
clear about the ultimate goals, the new way of working that is to be
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achieved. But this does not necessarily imply that everyone gets to
the goal in the same way. Involving the learner does not imply that
the learner has a choice about the ultimate goals, but it does imply
personal choice of the means to get there.

Refreezing

The final step in any transformative change process is to internal-
ize the new concepts leading to new behavior. If the behavior fits
the rest of the personality and is congruent with the expectations
of important othets in the learner’s work and social environment,
it becomes a stable part of the person, and eventually of the group.
But note that if you learn some new concepts that lead to new
behavior that does not fit into your work or social group, you will
either revert to your old concepts and behavior if you value the
group, or leave the group if you now value the new concepts and
behavior more.

Practical Implications

If you are the change manager, you must think carefully about
which outcomes you want. First, you must decide whether entire
groups or units must adopt the new way. In most culture change pro-
grams, it is almost always the case that you want the entire work
unit to adopt a new way of thinking and behaving; so the training
should initially be geared to groups, not individuals.

As you examine the entire organization whose culture is to be
changed, think in terms of the various workgroups, hierarchical lev-
els, departments, geographical units, and so on. If only key individ-
uals change, chances are that when they go back to their
workgroups they will revert to the norms of those groups.
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Second, you must decide whether or not the new way of think-
ing and behaving can be more or less standardized. If there is clear
consensus on the new way, then you should provide role models and
behavioral examples of the new way of thinking and behaving. This
process speeds up the learning but also leads to adopting new behav-
iors that may not fit the learners, that fail to be internalized, and
that are eventually abandoned. On the other hand, you can state
clear goals but invite learners to develop their own solutions. This
trial and error is a slower process, but it guarantees that whatever is
learned is internalized. In this instance, you should withhold role

models or clear examples.

Temporary Parallel Learning Systems

Evolutionary learning and change goes on all the time. Organiza-
tions are dynamic systems interacting with perpetually changing
environments. Transformational change becomes an issue when
the level of disconfirmation forces senior management to examine
fundamental assumptions about how it is operating. Often such an
examination reveals that the problems can be fixed without having
to change elements of the culture. If, however, senior management
recognizes that elements of the culture have become dysfunctional,
then it must launch a transformational change program and create
a management process that makes such deep change feasible.

The actual change activities will vary according to the situa-
tion, but almost all such programs involve creating a temporary
parallel learning system in which some new assumptions are
learned and tested (Bushe and Shani, 1991; Zand, 1974). It is too
painful to give up a shared assumption in favor of an unknown sub-
stitute. If some part of the organization can learn an alternative way
of thinking, and if the alternative can be shown to work, then there
is less anxiety as the alternative is gradually introduced into the
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main part of the organization. The trial and etror in the temporary
parallel system creates some of the necessary psychological safety
by providing role models for new ways of thinking and behaving,

The essence of the concept of a temporary parallel system is
that some part of the organization must become marginal and
expose itself to new ways of thinking so that it can be objective
about the strengths and weaknesses of the existing cultural ele-
ments, and how these will aid or hinder the changes to be made.

Fully engaged insiders simply cannot see the culture in which
they are embedded clearly enough to assess and evaluare its ele-
ments. On the other hand, having an entirely outside assessment
of the culture is equally unlikely to be productive because the out-
sider does not know enough of the cultural nuances to be able to
make an assessment. The solution is for the parallel system to
include key insiders who then work with consultants to decipher
the culture and plan the change program.

The parallel system is usually a task force, including senior lead-
ership and key members of groups that are going to feel the impact
of the transformational change. Assignment to the task force is usu-
ally at least a half-time job, and often full-time. The task force
requires time, a budget, and whatever other resources ensure that a
thorough job of assessment and planning is done. If the change pro-
gram is extensive, the original task force may become a steering
committee that “owns” the whole program. But the implementa-
tion may then involve a whole series of other task forces that func-
tion as parallel systems vis-a-vis the various groups involved in the
change process. It is the steering committee and its various off-
shoots that I have been labeling change teams. How this works in
practice is illustrated in the cases in Chapter Seven.

All of these transformational programs have in common that
they are planned and consciously managed by the leaders of the
organization, such that periods of disequilibrium are anticipated as
a normal part of organizational evolution rather than as painful dis-
ruptions. It is also assumed that the organization cannot learn any-
thing new if the leaders themselves do not. Leaders need to be



132 The Corporate Culture Survival Guide

made marginal, to have some new insights, and to participate in
the parallel system to explore the new learning in a wider context.

If basic assumptions are really to be changed without destroy-
ing and rebuilding the organization, transformations require any-
where from five to fifteen years or more. It takes time to construct
the parallel system, learn new assumptions, and then design
processes that allow the assumptions to be introduced into the orig-
inal organization. Recall the Procter & Gamble example from
Chapter One; it took fifteen years for all of the plants to convert to
the new manufacturing system.

The Work of the Change Team

Once a change team is designated, how does it structure the work?
The best model of the stages and elements of the change process is
the map developed by Beckhard and Harris (1987), as shown in
Figure 6.1.

What Is the Ideal Future State?

The first element in the change map is a reminder to confirm that
change is needed and feasible. Change leaders must not only exam-
ine the level of disconfirmation and their own motives, but also
make a broad judgment about what kind of change is feasible.
Carefully thinking through the problem that underlies the discon-
firming symptoms is a crucial step in this first stage of the change
process.

If a change is needed and is deemed possible, the next step is to
define the ideal future state. The definition must be clear and con-
crete. It should answer this question:

If you are to solve the business problem or achieve the ideals
that are not being met, what are the new ways of thinking
and working that will get you there?
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Figure 6.1 A Map of the Change Management Process

Why change?
Determining the need for change

Determining the degree of choice
about whether to change

AT S LTS Ay

Defining the desired

Describing the
future state

present state

| T

Y

Getting from here to there

Assessing the present in terms
of the future to determine
the work to be done

AT

Y

Managing during the
transition state

Adapted from Beckhard and Harris, 1987.

Unless you can specify just what behavioral changes are ulti-
mately needed, you cannot test the relevance of culture to the
change process. All too often, leaving the ideal state vague means
discovering too late that there is no way to get there from the pre-
sent culture. This implies that the new way of thinking and work-
ing has to be specified very concretely. It is not enough to say that
in the future “we need mote teamwork,” or “from now on we will
be more open with each other.” You must say that in the new way
of working, every team is measured and rewarded as a team. You
have to specify which tasks require a high level of interdependence
and, therefore, what kind of teamwork. In the area of openness,
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specify what kinds of information must be openly transmitted,
when, and by what means. For example, do you now want to let it
all hang out and tell the boss exactly what you think of him or her?
Or do you intend by openness that task-relevant information
should be shared in a timely manner with all members of the team?
Do you just say, “Let’s share mote information”? Or do you specify
that after every project there will be a full review by all the partic-
ipants at which time you give one another frank feedback on what
worked and what did not work during the life of the project?

Practical Implication

To develop a clear and compelling vision, which is necessary to cre-
ate psychological safety, you have to be clear about the business
problem to be solved and the role of culture. Paradoxically, the best
way to clearly understand how your culture is implicated in the
change is not to start with the idea of changing the culture. Instead,
concentrate on what the new way of working is to be.

Based on the change leader’s vision and your own understand-
ing of where the organization is trying to go, bring together a change
team, or start a series of focus group meetings to define what kind of
behavior you expect in some future ideal state you are striving for. Be
as concrete as you can in specifying the new behavior, and think of
many examples to share with employees as patt of their education.

The change map forces you to think clearly about why you are
making the change in the first place, how feasible it is, and what
ideal state you are trying to achieve. In defining the ideal state, it is
often desirable to use “appreciative inquiry,” to focus on what is
working and how to enhance it rather than on problems (Barrett
and Cooperrider, 1990).

Only after you have figured out the ideal future state in terms of
the new way of thinking and working are you ready to do the cul-

11 aceoecemett
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Assessing the Present State

Once the ideal state is well understood, the change team must dj

nose and assess the present state of the system to determine wllilg'
the gap is between the ideal future and the present. In assessing t}i:
present state, it is especially important to create a parallel system to
ensure objectivity. A change team of all insiders is likely to mis-
perceive the state of the culture, or not perceive it at all because
team membets are so embedded in it. The cultural assessment

processes described earlier in this book are appropriate and neces-
sary at this point.

Practical Implications

You are ready to do the culture assessment once you are clear on the
business problem and the new way of working that derives from
your vision of the ideal state. First, focus the assessment on how the
present culture can help you achieve the new way of working. Sec-
ond, identify cultural elements that may hinder achievement of
your goals, and design a specific program of culture change to deal
with those elements. Remind yourself that you are not changing the
entire culture, only elements that hinder your change program.

P

Making the Change Target Concrete

As the change team works on the ideal state and the present state
it probably has to periodically redefine the change problem in terms’
of the gap or gaps identified. In other words, though the process is
a set of steps undertaken in sequence, there are many feedback
loops that force going back to earlier steps to guarantee clear think-
ing. The best way to state the gap is to concretely specify how
thinking and working is done in the present amd comerace ther <ol
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a clear statement of what the new way of thinking and working is
to be. For example, it is not enough to say “we need more collabo-
ration and teamwork in the sales division.” State the gap in terms
like this: “In the present system, we have sales divisions competing
with each other to meet their own targets.” Then, for the future
ideal state: “We want to have sales divisions collaborate across geo-
graphies on the large accounts that are themselves spread across
those geographies.” To take a second instance, the gap is that “we
currently reward each salesman by meeting individual targets”; the
future ideal state is that “we should develop a compensation system
that makes the sales groups want to work together on the large,
geographically dispersed accounts.”

As various gaps are identified in concrete form, it becomes
apparent where cultural assumptions aid or hinder the change
agenda. For example, having sales teams work together on big
accounts may sound simple until it is discovered that the organiza-
tion’s individualistic culture prevents changing the incentive sys-
tern to a group-based compensation program. The change program
then has to shift to examining how to change some of the individ-
ualistic assumptions; this might entail an entirely new change pro-
gram not previously thought about at all.

Developing a Transition Plan and
Change Management Process

As gaps are identified concretely, the change team sees what kind
of actual change process is needed. For this stage, there are no pat
solutions or overarching models. Rather, the change team has to
use its own design and intervention skills, or else bring in process
consultants, to design the next steps. They might be educational
intervention of various sorts, creation of new task forces, large sys-
tem interventions, team building or other workshop processes, and
coaching of key executives.

At this point, the change team often becomes more of a steer-
ing committee and launches other teams and management
processes to promote forward progress. The change team and its
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leaders must continue to own the whole transformation and
remain accountable, but it usually delegates work to various other
groups and monitors that carry out their work periodically.

Practical Implications

Tty not to short-circuit the above steps. The temptation to launch
into action is tremendous, but where cultute is involved it is better
to go slow initially and make sure you have figured out what the
new way of thinking and working is, and how the culture can aid or
hinder you before you launch major new initiatives. It is especially
important to figure out how the culture can aid you—how you can
build on the present culture to accomplish the needed changes.

Revisit the concept of psychological safety: how to make the
people who are the targets of change sufficiently motivated to want
to change but not so anxious about learning new things as to resist
change. Here again, figure out how the present culture can help the
learning process and make people feel secure.

Change Leaders and Change Agents

Change leaders can be thought of as persons who create enough
disconfirmation in the organization to arouse motivation to
change. Change leaders should therefore have three characteristics
if they are to arouse motivation to change and learn:

1. Credibility. Whatever they say must be believed (not
discounted).

2. Clarity of vision. Whatever they say must be clear and
make sense.

3. Ability to articulate the vision. They must be able to state
verbally and in writing what it is they perceive and what
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the implications are for the future of the organization (Bennis
and Nanus, 1985, Kouzes and Posner, 1995).

Once motivation is present, change agents (what I called earlier
the change team) can proceed with developing various processes to
make it happen. Change agents may or may not be the same per-
sons as the change leaders. They do not need to be in positions of
formal leadership; in fact, they often work more effectively as cat-
alysts and facilitators rather than overtly as leaders (if there is
already some source of motivation present). Their most important
role is to implement the various steps described in the Beck-
hard/Harris map (Figure 6.1).

Change leaders can articulate new directions, new values, and
new visions, but it is usually the change team, functioning as a tern-
porary parallel system, that defines exactly what is required of the
organization in terms of new thinking and behavior. The change
team, then, must be able to function as process consultants, simul-
taneously diagnosing and intervening as they work through the

stages of change (Schein, 1987, 1999).

The Bottom Line

This chapter focuses on the dynamics of transformative change.
First, we reviewed the psychological and social dynamics involved
in any change process that requires unlearning as well as new learn-
ing. The key is to understand that resistance to change is to be
expected as a normal phenomenon, and that new learning only
takes place if the learner is made to feel psychologically secure. In
terms of a principle for transformative change, survival anxiety has
to be greater than learning anxiety; but a second principle is that
the preferred way to achieve this state is to reduce learning anxiety.
In examining all the conditions needed to create psychological
safety, it becomes clear why transformative change is difficult and
time consuming.
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Second, we reviewed how a change team must become a tem-
porary parallel system that manages the entire change process in
terms of the stages identified by Beckhard and Harris, | emphasize
that the change goal—the new way of thinking and behaving—
must be specified quite concretely in order to determine how the
present culture will aid or hinder the change process. The more one
can use the culture as an aid, the easier it is to achieve the change
If cultural elements are found to be hindrances, then new change'
processes have to be designed to deal with them. But one should
not automatically assume that every change is a culture change.
How this all works is illustrated in the cases in Chapter Seven.



Chapter Seven

Corporate Culture Dynamics
in the Mature Company

® From Ownership to General Management Structures

* Culture Change Mechanisms in Organizational Midlife
¢ Planned and Managed Culture Change

* Organizational Midlife Crisis and Potential Decline

® Drastic Culture Change

* The Bottom Line

Organizational midlife or maturity creates a series of cultural issues
that differ dramatically from the issues of growth and early evolu-
tion. As [ pointed out in the last chapter, we are now dealing with
unlearning and replacing assumptions and values, and we are deal-
ing with stable, highly differentiated cultures that are likely to be
both functional in some parts and dysfunctional in other parts. The
mechanisms of change differ as well because the management
structures in mature organizations are not those of founder-led and
founder-owned organizations.

From Ownership to General Management Structures

The most salient characteristic of organizational midlife is that the
management processes are created by promoted general managers,
not entrepreneurs, founders, or founding families,

When the founding family is no longer in an ownership or
dominant position, or after at least two generations of general man-
agement, or when the organization has grown in size to the point
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where the sheer number of nonfamily managers overweighs the
family members, we are talking about midlife and maturity.

In building their businesses, founders and founding families
often hold values other than purely economic ones. They impose
these values on the organization and embed them in the culture.
On the other hand, general managers who have worked their way
up in the organization usually learn that humanistic, environmen-
tal, spiritual, and other noneconomic values have to be subordi-
nated to the pragmatic problems of running the business and
keeping it financially viable. Promoted managers do not have the
luxury that founder-owners enjoy of taking financial risks to pre-
serve certain of their values and beliefs. Promoted general managers
are usually more vulnerable to powerful outside boards; they have
shorter tenures and learn how to survive in organizations. As
CEOs, they typically come into their jobs when the organization is
already highly differentiated in terms of subcultures.

As such managers rise and take on greater responsibilities, they
also discover the painful reality that managing people is gradually
displaced by managing systems and processes. As one CEO of a

consumer goods industry put it:

I started out as a store manager, where [ knew all of my people very
well. When I was promoted to a district with ten stores, [ visited all of
the stores on a regular basis and still knew the several hundred people
who worked in them. But then, when I was promoted to regional and
eventually division manager, I discovered 1 could no longer know
enough of the people in the stores to feel personally attached. [ had
to invent systems, procedures, and rules and implement them through
my immediate subordinates. But at this stage it felt like a completely
different kind of job and became much more impersonal. This was

the most important transition in my managerial career.

From a cultural perspective, the midlife organization faces a very
different situation. It is established and must maintain itself
through some kind of continued growth-and-renewal process. It
must decide whether to pursue such growth through further geo-
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graphical expansion, development of new products, opening up of
new markets, vertical integration to improve its cost and resource
positions, mergers and acquisitions, divisionalization, or spin-offs.
The past history of the organization’s growth and development is
not necessarily a good guide to what will succeed in the future
because the environment is likely to change; more important,
internal changes are likely to alter the organization’s unique
strengths and weaknesses.

Whereas culture was a necessary glue in the period of growth,
the most important elements of the culture are now embedded in
the structure and major processes of the organization. Hence, con-
sciousness of the culture and deliberate attempts to build, integrate,
ot conserve the culture are less important. The culture that the orga-
nization acquired during its early years is now taken for granted. The
only elements that are likely to be conscious are the credos, domi-
nant espoused values, company slogans, written charters, and other
public pronouncements of what the company wants to be and
claims to stand for—its philosophy and ideology.

Whereas leadership created culture in the early stages, culture
now creates leaders, in the sense that only those managers who fit
the mold are promoted to top positions. In fact, one of the most
dangerous aspects of culture at this stage is that it is an unconscious
determinant of most of what goes on in the organization, including
even the mission and strategy of the organization.

At this stage, it is more difficult to decipher the culture and
make people awate of it because it is so embedded in routines.
Raising awareness of the culture may even be counterproductive
unless there is some crisis or specific problem to be solved. Man-
agers view culture discussions as boring and irrelevant, especially
if the company is large and well established. On the other hand, if
the organization undertakes geographical expansions, mergers and
acquisitions, joint ventures, andfor introduces new technologies,
it must do a careful self-assessment to determine whether the
existing culture is compatible with the new ways of thinking and
behaving that are to be introduced.
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Also at this stage, there may be strong forces toward cultural dif-
fusion and loss of integration. Powerful subcultures have developed,
and a highly integrated culture is difficult to maintain in a large, dif-
ferentiated, geographically dispersed organization. Furthermore, as
the organization ages, it becomes less clear whether all the subcul-
tural units of an organization should be uniform and integrated.
Several conglomerates | have worked with spent a good deal of time
wrestling with the question of whether to attempt to preserve, ot in
some cases build, a common culture. Are the costs associated with
such an effort worth it? Is there even a danger of imposing assump-
tions on a subunit that might not fit the situation at all? On the
other hand, if subunits are all allowed to develop their own cultures,
what is the competitive advantage of being a single organization?
Resolving such questions often requires careful assessment of the
actual culture to see what elements, if any, should be generalized,
given the varying tasks of the organizational units.

From a cultural perspective, then, the essence of the leader’s job
is not how to create an organizational culture but how to manage
the diversity of subcultural forces that are already operating, that is,
how to integrate and evolve a highly differentiated organization,
and how to enhance elements of the culture that are congruent
with new environmental realities while changing dysfunctional ele-
ments of the culture. If cultural elements have to be changed, then
we are dealing with transformative change (as described in the last
chapter); this requires mechanisms that go beyond the evolution-

ary ones characteristic of the young and growing organization.

—~ P

Practical Implication

Spend a little time by yourself, or with some colleagues, reviewing

the history of your company.

e Think back to the founders. Ask what deep values and assutnp-
tions they held that became part of the culture of the organiza-

;
‘
:
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tion. If necessary, locate some old-timers who remember what
the founding culture was like.

¢ Identify powerful leaders who came after the founders. Ask
yourself whether or not they changed elements of the culture
during their leadership period. If yes, in what way? What new
ways of thinking and behaving did they introduce?

* Now shift your focus to the environment. Ask yourself how the
economic, technological, political, and social environments in
which your company operates have changed. To what extent
are some of the deepest assumptions of your founders and early
leadets no longer functional in the present environment/?

This exetcise gets you started in thinking about a more formal
culture assessment, which you should do with a larger group accord-
ing to the method described in Chapter Four.

Culture Change Mechanisms in Organizational Midlife

The culture change mechanisms described in Chapter Five (gen-
eral and specific evolution, guided evolution through insight, man-
aged evolution through promotion of hybrids, and empowering
managers from selected subcultures) all continue to operate in
midlife. But because culture is now more differentiated and embed-
ded, if elements of the culture are potentially dysfunctional then
the change mechanisms have to be more transformative than evo-
lutionary. They involve unlearning old ways of thinking, a process
that is fundamentally more threatening and that almost invariably
creates resistance to change. Evolving the culture through system-
atic selection of managers from certain subcultures is often too slow
a process to make the necessary transformations. The major change
mechanism then becomes planned and managed culture change,
through a systematic process involving change leaders and change
teams operating as parallel structures.
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Planned and Managed Culture Change

As the cases below illustrate, much of the work of the change man-
ager and change team now concerns the psychological and socio-
logical dynamics described in Chapter Six.

Cultural changes through planned change processes are more
feasible in this stage because culture is no longer linked psycholog-
ically and emotionally to founders and family members. Whereas
many managerial practices were sacred in the youthful period, it is
now easier to assess those practices and the assumptions lying
behind them objectively to determine their strengths and weak-
nesses. In other words, if you now believe that certain assumprions
are dysfunctional, you are no longer criticizing a “father figure.”
Rather than being the glue and source of identity, culture becomes
part of the tradition of success—the assumptions that brought the
organization to where it is today. This is still a strong conservative
force because many employees and managers take it for granted
that what worked to make the organization successful must still be
right. Just announcing a new way of doing things, or new values,
does not shake these convictions.

It is for this reason that you will still want to link whatever
changes need to be made to existing cultural assumptions, rather than
starting all over with the announcement of a new culture. Even if it
appears that the necessary changes challenge deeply held assamp-
tions, one of the most important parts of the assessment process
described in the last chapter is to try to link future business practices
to current cultural themes. It is far easier to link necessary changes to
existing cultural themes than to try to change the culture. Effective
organizations are able to evolve their practices in this manner around
a small number of high-level core values and assumptions that do not
change (Kotter and Heskett, 1992; Collins and Porras, 1994).

The trigger for this kind of change process is usually exposure
of the organization to strongly disconfirming information leading
to a decision by executive management that some major changes
have to be made if the organization is to survive and continue to be
successful. Change leaders emerge or are appointed, and change

|
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teams are formed. At various stages in the transformative process,
the need for culture assessment arises; at those times the change
team must decide how the culture can aid the change process as
well as how to change cultural elements that may be dysfunctional.
Further interventions are then planned in terms of the specific ele-
ments of the culture identified.

Note, however: the things that are perceived as disconfirming,
the information that produces survival anxiety in executive man-
agement, and the remedial processes that they launch are them-
selves culturally determined. Therefore, every mature organization’s
change program reflects its own culture and is likely to differ from
what another organization with its own culture might do. Conse-
quently I cannot give you a blueprint for this kind of change, but
only some cases from which we can infer a few broad generaliza-
tions. The underlying mechanics of change follow the model pre-
sented in the last chapter, but how they are implemented or
experienced differs from company to company.

Case Example: Moderate Culture Change
at “Alpha Power”

As you read the “Alpha Power” case, you should note several
things. The major disconfirming force came from outside, which
made internal change not only necessary but also more feasible.
Some of the requisite culture changes are supported by structural
changes, but as deeper layers of the culture are exposed it becomes
unclear to what extent the company is willing to change the cul-
ture and its structural manifestations. You should also note how
difficult it is to identify some of the deeper assumptions, how many
of them reflect the deep division between management and the
employees, and how hard it is to create sufficient psychological
safety to make some of the changes possible.

Alpha Power’s change program started some years back when a
power plant suffered an explosion and sprayed asbestos into the sur-
rounding neighborhood. The local environmental agency brought
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criminal charges against the company because it felt that the com-
pany had lied in denying that there had been any asbestos danger.
The case was settled out of court with a consent order that required

the company to:

1. Pay heavy fines

2. Institute a set of diagnostic and remedial environmental pro-
cedures, including periodic assessment of progress by outside

consulting firms

3. Accept the presence of a coutt-appointed monitor, who
would report to the judge and write quarterly appraisals of the
progress of the company in meeting all of the environmental
goals that had been set

4. Remain on probation for a period of three years, during which
it would demonstrate becoming more environmentally

responsible

One of the most stringent goals was to become more open and
honest with the government in admitting environmental events
and putting into place remedial measures.

The major unfreezing forces were the loss of autonomy that
resulted from being on probation and the presence of the court-
appointed monitor, whose quarterly reports reminded everyone in
the company of what it was not doing to achieve its own vision.

At the same time, senior management came to an important
realization. To be competitive in the future deregulated market, the
kind of employee behavior that leads to responsible behavior with
respect to environment, health, and safety issues (EH&S) would
also be desirable to make the company generally more competitive.

Senior management, especially the well-respected and power-
ful CEQ, clearly articulated a vision for employees to become more
team-oriented, more open in their communications, more person-
ally responsible, better at planning and risk assessment, and mote

8
;

Culture Dynamics in the Mature Company

capable of assessing and remedying EH&S issues. A senior vice pres-
ident for environmental affairs was hited and charged with building
an organization that would provide training, consulting, expertise
in diagnosis and remediation, and—most important—some over-
sight to ensure that EH&S affairs were properly handled at every
level. A high-level environmental committee (EHSC) was formed,
with monthly meetings to assess progress in reducing environmen-
tal events, such as oil spills; set policy; and generally oversee the
entire program.

In addition, an environmental quality review board (EQRB)
was formed, consisting of two highly respected environmental
lawyers whose job was to help the company with its problems of
compliance. The board would also ensure that the program as it
evolved would satisfy the U.S. attorney’s office sufficiently to war-
tant recommendation that the probation be lifted at the end of the
three-year period. I was added to the board as a “culture expert”
when it became apparent from the monitor’s quarterly reports thar
he viewed “the culture” of the company as being the major con-
straint to effective change in the EH&S area. We three members of
this board were on the EHSC, which became in effect the paraliel
structure to examine how culture would aid or hinder the change
effort. The fact that the committee had outsiders as well as high-
ranking insiders made it de facto the steering committee for the
entire transformation, and made it more “marginal.”

My Role as the Culture Consultant

My mandate was to help Alpha figure out which elements of the
culture were in the way of making the needed changes and to edu-
cate thanagement on culture dynamics in general. | approached this
as a process consultant, mindful that all of my interviews were
themselves interventions into the system. At the same time, all of
the exploratory interventions served as diagnostic indicators of
what the culture was like. The examples provided by the monitor in
his reports suggested that some of the very things that once made

149
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Alpha successful might now be dysfunctional with respect to the
CEO's newly articulated vision. For example, open reporting to the
government might be completely alien in a culture built on tight
group loyalties and keeping dirty laundry hidden from outsiders.

I spent several full days over a period of months interviewing
groups of employees in the EH&S area, union employees who actu-
ally did the work in the streets, first-line supervisors, middle man-
agers, and—most vitally—the entire senior management group. I
needed to test whether the vision was shared by senior management
and how well it was understood down the line. It was clear from these
individual and group interviews that the basic vision and the need to
become environmentally responsible were well understood and
accepted, but there was little understanding of what the court mon-
itor meant in stating that the company’s culture stood in the way of
actually achieving openness, teamwork, and EH&S responsibility.

It then became my job to:

1. Educate the company about the concept of culture and what

is involved in culture change

2. Help the company define more clearly the new way of work-
ing if the above newly articulated values were to be achieved

3. Help the company define which elements in its culture would
aid the change effort and which would hinder it

4. If elements of the culture were discovered to be a hindrance,
help in developing a culture change program to deal with
those elements

Educational Interventions

It was decided that after several months I should make a presenta-
tion to the EHSC, which would begin to educate them on the con-
cept of culture. With the help of slides, I explained the basic steps
that would be needed if the culture were to he changed. The talk
was supplement by a set of notes, which presented the basic model
of change that had to be learned. I present parts of these notes in
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Exhibit 7.1 because they served as the blueprint for the entire
change process under way at Alpha; they also illustrate how the
change theory presented in the last chapter can be communicated
to employees and managers. The essence of a good educational
intervention is to get difficult concepts across concretely so that the
audience can apply the theory to themselves immediately.

The presentation was discussed at length, and senior manage-
ment began to appreciate how complex this change would be. Most
important, [ needed to test whether or not the group was stifl com-
mitted to culture change, given better understanding of what would
be involved. They asserted that they were committed and followed
up the assertion by scheduling a similar talk for the next layer of
management below them. In the meantime, I continued to meet
with groups that would help define what the cultural dilerama was
at the employee level. In other words, if a new way of working was
to be defined, what in the old way of working would get in the way!
These elements of the culture gradually surfaced during the group
interviews [ held with employees,

Relevant Elements of the Present Culture

The elements of the old, or present, culture to be confronted are
best characterized in terms of these historically evolved and widely
shared norms and assumptions:

* Getting the power back on and maintaining reliable service is
always the number one priority.

* The heroic way to be is to get the power on no matter what risks
have to be taken or what formal procedures have to be ignored
in the process.

® The heroic way to be is to respond to crises as they occur; care-
ful planning and using noncrisis times to plan are not valued.

* You do what your boss tells you to do; supervisors organize the
job and give the orders on how to do it.

(text continues on page 155)
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Exhibit 7.1 Excerpts of Notes Presented
to “Alpha Power” Change Committee

What Does It Take to Change Elements of Culture?

L

Motivation to change

Motivation is produced by disconfirming information that creates sur-
vival anxiety and guilt. What produces such feelings?

Actual external events, such as explosions, injuries, or spills, that
are expensive to clean up make members of the organization
realize that something needs to change. Suwvival anxiety can be
thought of as the anxiety that is produced by the prospect of

not changing anything and hence becoming less adaptive or
competitive.

Formal external disconfirmation in the form of a court order, a court-
appointed monitor’s reports of violations, further accidents or
spills, etc. This causes survival anxiety.

Internal vecognition that things are not as good as they could be,
that corners are being cut, procedures are not being followed,
ineffective performance is tolerated and ineffective employees are
carried, standards of conduct are not enforced, and others who
violate them are not disciplined. This causes guilt that ideals are

not being met.

II. Why is disconfirmation not enough to start a change?

(Learning anxiety and resistance to change)

Survival anxiety and guilt motivate one to learn something new, but

at the same time, if the new behavior, attitude, value, etc. requires me
to unlearn something [ already know how to do, | immediately experi-

ence learning anxiety.

Learning anxiety is the combination of several specific fears:

o Fear that [ will become temporarily incompetent while [ learn

something new {lack of understanding or skill in diagnosing and

fixing environmental “stuff”)
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Exhibit 7.1 Excerpts of Notes Presented
to “Alpha Power” Change Committee (continued)

¢ Fear that I will lose my sense of identity if | adopt new attitudes,
values, and behavior (loss of capacity to be the macho person who
gets and keeps the power on)

¢ Fear that | will lose my group identity if I deviate from previously
accepted group norms (harassment, ostracism, and other group
punishments for ratting, being too rule-bound, not minding my
“own business,” embarrassing coworkers or bosses or my organiza-
tional unit)

* Fear that I will be punished by the organization for taking too
long, ot going outside my specific prescribed duties; I might
be unproductive while | am learning, which would make my
boss mad

II1. Defensive responses to learning anxiety

As long as learning anxiety remains high, I resist change and invent
various reasons or excuses:

® Defensive denial: “They don’t really mean it”; “It will all go away
and we will be back to normal”; “They are just crying wolf”; “That
wasn't really oil in the spill”; “Senior management just has to say
all that stuff because of the court”; “The court will not really keep
us on probation any more”; and so on.

» Scapegoating, passing the buck, and dodging: “It doesn’t apply to me”;
“We are in this trouble only because ‘they’ in that other depart-

",

ment are the cause”; “The minor things we do hardly count com-
pared to what they do”; and so on.

¢ Bargaining and maneuvering: “OK, I'll learn how to do the envi-
ronmental thing, but you'll have to pay me more or you’ll have to
give me extra time to do my ‘normal’ job™; “If I follow the new
rules and learn the new stuff, what's in it for me besides more
work?" and so on.
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Exhibit 7.1 Excerpts of Notes Presented
to “Alpha Power” Change Committee {continued)
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Exhibit 7.1 Excerpts of Notes Presented
to “Alpha Power” Change Committee (continued)

IV. Overcoming resistance to change by creating
psychological safety

Far new learning to occur, survival anxiety has to be greater than
learning anxiety. But increasing survival anxiety by threatening people
just increases their defensive resistance or leads only to surface compli-
ance. To internalize learning, one needs to reduce learning anxiety by
means of the following steps, all of which need to be taken. (The reader
will note that this list is slightly different from the eight points in
Chapter Six under “How Do You Create Psychological Safety?” to
reflect the priorities in Alpha. Involvement of the learners was men-
tioned throughout as a separate point.)

* A compelling positive vision: If | learn this new stuff, how will we all
be better off?

* Formal training: What is involved in the new behavior and atti-
tudes? That is, what are the laws, what are the dangerous sub-
stances, what are the procedures for dealing with them, whom
do I call for what, etc.?

* Informal training: getting the know-how and skill of handling the
new and possibly ambiguous situations (is that oil on the water, or
some other substance?); learning new standards by which things
are to be judged.

o A practice field and coaches: Can 1 try my hand in situations where
mistakes are OK and I can learn from them? Will there be coaches
around to tell me whether [ am doing OK and how to do better?

o Corrective feedback: If | take some action, will someone tell me
whether I did it right or wrong? If [ am doing it right, will I be told
and rewarded?

® A reward and discipline system consistent with the new learning: If I or
others do it right, will we get consistent rewards? If I or others are
failing in some way, will we get appropriate feedback? If others are

violating the new rules, will I see them being appropriately
disciplined?

* Positive role models and examples as well as examples and cases of what
not to do: Will we observe our own managers all the way up the
line walking the talk and setting positive examples?

¢ Support groups: groups in which learning problems can be aired
and in which I can become involved in helping to design my own
learning process.

(text continued from page 151)

® You keep information about violations in the group and fix the
problem within the group.

* You do not “rat out” a buddy who may be overlooking or ignoring
an environmental problem; you do not report him or her, nor do
you even confront the person if a safety or environmental proce-
dure is violated.

* You punish fellow employees who have informed on the group (that
is, called the court-appointed monitor on the private hot line).

¢ Technical expertise and seniority are the keys to advancement.

¢ The company takes care of you if you are a long-service employee,
even if your technical skills have atrophied.

* Good work is taken for granted and automatically recognized; one
does not have to advertise or brag about one’s accomplishments.

The two major themes that emerge from this cultural profile
are, first, that the whole system works because of a strong hierarchy
and strong in-group loyalty and, second, that both management and
employees share an engineering mentality in which attention is
focused on fixing technical problems efficiently without worrying
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about how the public, the government, and other outside stake-
holders might perceive the company and its behavior. For example,
because of extensive underground cables the company can only
locate a certain percentage of leaks of dielectric fluids, which poten-
tially contaminate the environment. In presentations about these
efforts, all the energy is focused on the sophisticated way in which
they recover 80 percent of the leaked fluids. That the other 20 per-
cent—which amounts to 20,000 gallons per year—cannot be
located and dealt with is more or less ignored as a public relations
problem in spite of the fact that this might still seem like a very
large amount to the public.

It is these elements of the culture that I found hardest to deal
with, especially those that involved group norms to keep things in
the work unit, respect fellow employees' independence even if they
are violating EH&S rules, and accept hierarchical authority even if
it means violating EH&S rules. The only way I could see to accom-
plish change in this area was by involving all echelons of the orga-
nization, especially the employees themselves. If they did not
participate actively in defining the methods of learning, their norms
would not change.

Structural and Process Interventions

Tt was recoghized that the culture of Alpha Power did indeed have
elements that would need to change, but it was also recognized that
the elements of the culture that were built around strong hierarchy,
defetence to superiors, paternalism, and an implicit promise of life-
time employment could aid in getting the EH&S message out. The
company made a number of structural and process changes that
reflected these existing cultural elements:

¢ A senior VP for environmental affairs was hired.

» Environmental managers were placed in each operating unit
and given authority to determine how EH&S-related work was
to be performed.
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¢ Detailed procedures for identifying and remediating environ-
mental hazards were developed and published.

¢ Intensive training programs on these procedures for supervisors
and employees were launched.

¢ Strong disciplinary procedures were instituted to punish super-
visors or fellow employees who harassed anyone reporting to the
court-appointed monitor.

¢ Public recognition and awards were given to employees who
demonstrated environmental responsibility and invented new
procedures for heightening both efficiency and environmental
responsibility.

¢ New technologies were created to aid in dealing with oil spills
and other problems.

¢ Detailed measurement systems were instituted to track the rate

of environmental incidents.

¢ The oversight committees met regularly to monitor the whole
program.

® The auditing department investigated all EH&S incidents to
determine root cause and other causal factors, and to build a data-
base from which generalizations about EH&S issues could be made.

Creation of the Culture Committee

In addition to these measures, [ suggested that it was essential to
involve the next layer of management. The VP of environmental
affairs {my primary client) and I decided to form a culture commit-
tee comprising all of the next layer of officers from the key line and
staff organizations. This committee was also given the culture pre-
sentation and invited, over the course of the next several monthly
meetings, to wrestle with the question of how to involve the union-
ized employees in the total transformation process.

It was my assumption that unless this layer of the organization
changed its signals as to what was important, the message would not
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mean much at the first-line supervisory and employee level, no mat-
ter how loudly executive management proclaimed its new values. It
was essential to do this in a group so that managers could learn from
each other and gradually change their own norms as a prerequisite
to sending new signals down into the organization beneath them.
The first task of this group was to translate the company's vision
around the values of teamwork, openness, and responsibility into a
concrete new way of thinking and working for employees.

Defining the New Way of Thinking and Working

The VP and I functioned as cochairs of the culture committee. We
decided to introduce the formal task of specifying what the
employee attitudes, thought processes, and behavior in the ideal
future company would look like. What did it mean to be an open,
responsible, team-oriented employee?

To illustrate: in the old way of working, if a hospital transformer
broke down and the work crew dispatched to fix it discovered that
their truck was leaking oil into a nearby sewer, there was no ques-
tion that they would fix the transformer first and then worry about
the oil spill later. In the new way of working, they were required to
do both, something that seemed impossible. To give another exam-
ple, in the old way of working if one member of a work crew was not
wearing safety equipment or was doing something unsafe, crew-
mates would say nothing, even if it endangered them. In the new
way of working, they were supposed to be mutually responsible and
monitor each other, something that seemed equally impossible
given the group notms.

My group interviews with the environmental managers and
EH&S consultants who worked in the field led me to conclude that
the goals were clear but that no one in the hierarchy had solutions.
The solutions would have to come from the workgroups themselves
once they accepted the goals as valid. They would figure out how to
integrate, or at least align, productivity and environmental con-
cerns. In other words, the role of senior management was to clarify
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that the vision had to be implemented, but how it was implemented
depended on the involvement of the employees. Empowerment
needed to be real in sharing with the employees the responsibility
for coming up with solutions. As such solutions were invented, the
individuals and teams who made the inventions could be highly
publicized, rewarded, and made into role models for other parts of

Alpha.

The Time Out Program. One such solution, invented in a geo-
graphical subunit of Alpha, was called the Time Out Program. Each
employee was issued a small green card with instructions to call time
out whenever he or she felt that to proceed would involve some
EH&S risk. The job would then have to be stopped until an EH&S
expert could assess the situation and give directions on what to do
next. Needless to say, considerable anxiety developed in the man-
agement ranks because of the possibility that employees would use
Time Out frivolously or irresponsibly, but that has not happened. In
those cases whete an employee did stop a job it was found that
expert help was indeed needed, and new procedures were instituted.
The program was so successful in this one unit that the company
eventually made it a general program throughout and gave it senior
management’s blessing and support.

Notice that Time Out is a concrete way of changing the hier-
archical norms of the culture by giving employees the license to stop
a job, which means refusing to continue to do what their supervisor
had sanctioned or even explicitly ordered. Notice also that the old
norm of always following orders is now undermined, but the new
norm of “we have the power and the responsibility to stop a job
when necessary” is not yet totally accepted. A new culture has not
formed; only new behavior has been sanctioned. Forming a new cul-
tural element depends on whether the new behavior is, in the long
run, successful in making the company more responsible and pro-
ductive. In the meantime, acceptance of this program by supervisors
is a clear signal that the old hierarchical culture is gradually evoly-
ing toward employee empowerment around EH&S issues.
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Employee involvement in safety commitiees. The new way of
working was getting clearer in the environmental area, but it
remained a problem in the safety area because of the norm of not
ratting out or confronting your buddies. The vision was clear: good
safety requires teamwork, and it is the responsibility of every mem-
ber of the team to be sure every other member is following safety
procedures. If one member is not wearing a safety helmet or safety
glasses, it is the responsibility of the other team members to point this
out and demand compliance. But this means abandoning the
implicit heroic model of getting the job done through individual
heroic behavior, as well as abandoning the norm that each
employee has autonotny in deciding what to wear or not wear.

To deal with this dilemma, it is again necessary to look for cre-
ative examples within the organization. One came from a depart-
ment in which the labor management safety committee decided
that safety inspections and postaccident reviews should not be done
solely by safety experts but rather by employees who were peers in
rank. If a fellow employee from another group points out to a given
workgroup the “stupidity” of not wearing safety equipment, this
clearly has more impact than if the message comes from the super-
visor or a staff expert. More mutual responsibility has been obtained
in this department, but it remains to be seen whether this peer
group process will be accepted in other parts of Alpha.

Employee involvement in equipment redesign. Another example
comes from a group in which some engineers found that the safety
equipment was cumbersome and uncomfortable. Instead of the tra-
ditional approach of “training” employees to use the existing equip-
ment, they launched an employee group to redesign the equipment
with the specific goal of making it usable in the particular working

Culture Dynamics in the Mature Company 161

Employee involvement in planning work. Finally, what of the hos-
pital transformer and oil spill? The environmental affairs represen.-
tatives working with employees pointed out that the solution,
which they had adopted, lay in better planning for all environmen-
tal contingencies. If you know that trucks leak, then carry extra
blankets and buckets of sand. It takes only ten seconds to contain
the spill; then you fix the transformer, and after that you clean up
the spill. But to learn to plan is itself countercultural if heroic fire
fighting is the norm, so it remains to be seen whether education,
training, positive role models. and recognition-and-reward systems
are sufficient to change this norm. In any case, without employee
involvement it is unlikely that such norms will change.

In summary, the new way of thinking and working involves
using elements of the culture that aid the change process and con-
fronting elements that stand in the way. To change elements
involves all of the steps in the earlier section on overcoming learn-
ing anxiety (Chapter Six, “How Do You Create Psychological
Safety?”) and often hinges on deep involvement of the employees
who most feel the impact of the change. Especially if employee
norms are involved, they cannot be changed by managerial fiat.
Only the group can decide to abandon a given norm and begin to
think along different lines. The job of the change agent is to con-
tinue to invent and implement processes that facilitate new ideas,
ensure that the ideas circulate, make certain that all levels of man-
agement and employees are appropriately involved in inventing
solutions, and keep educating management to the realities of what
is ultimately involved in. transformative change processes.

conditions they typically face. Again, if this process of redesign by

employees themselves proves to be successful and widespread, the Lessons
culture changes further. But this is often a slow process of invention, Alpha Power illustrates the complexity of deciding what needs
diffusion, and acceptance, and even then it does not produce a new to change. Clearly, the company had to become environmen-

culture unless it is followed by success. tally responsible to be freed from probation, but it was not easy to
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translate this general requirement into specific daily behaviors. At
the same time, senior management wanted to inculcate or reinforce
some new values: openness, teamwork, individual sense of respon-
sibility, and better planning. These values are ambiguous in terms
of what new behavior is required. [t is only when the organization
is specific about “not lying to the government,” “reporting all envi-
ronmental events immediately,” “checking out one another on
safety equipment use,” and so on that culture surfaces as both an aid
and a constraint. It is at this point that the new behavior is recog-
nized as involving a whole new way of thinking as well.

A major educarion program on what culture dynamics were all
about had to be launched prior to figuring out which cultural inter-
ventions to make. This educational process had to filter down
through the echelons of the organization so that the new manage-
rial signals of what would be rewarded and punished were consis-
tent and in line with the new values. When it came to trying to
change cultural norms at the employee level, it was necessary to
look for innovative solutions among the employees themselves.

The Alpha Power program is just beginning. Whether and how
fast the culture actually changes depends on the degree of success
of the innovations in making Alpha a more productive and respon-
sible organization.

Practical Implication

You must create a steering committee that designs its own transfor-
mative change process based on your industry, your company, your
particular culture, and the specific change problem you face. What
you should draw out of the Alpha case is the insight that a change
program has to be tailored to the specific situation. General princi-
ples such as those outlined in the Alpha memo (Exhibit 7.1) apply,
but how they are implemented varies from one project to another.
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A second insight is that the devil is in the details. How the
general principles are implemented at the level of detailed changes
in work procedures determines the success or failure of your ultimate
program. Don’t let a culture consultant sell you on a standardized
program of diagnosis and intervention. Bring in a process consultant
who can help you figure out your own program and help you imple-
ment the interventions that you yourself choose.

Case Example: Moderate Culture Change in Ciba-Geigy

Ciba-Geigy (C-G) illustrates well a case where culture mostly
aided a turnaround process that was necessitated by economic and
technological forces. The chemical sector had overcapacity and
needed to be downsized, while the pharmaceutical sector needed
to become much more profitable relative to its competitors. As
mentioned before, the geographical units and divisions had already
become lean, but Basel headquarters had not gotten rid of much of
its overhead; the line units were pressuring headquarters for this to
happen.

The situation was defined as a “turnaround.” A task force of
senior managers functioning as a steering committee decided on
twenty-five separate projects that would have to be done to achieve
the vision of what the C-G of the future had to be. Small groups of
senior executives then went to each of the units, explaining in
detail what had to be done, and offering resources. At these meet-
ings, the vision of the future ideal state was communicated. The
personal presence of senior executives made it clear that the goals
were nonnegotiable. This was to be a serious turnaround. Each proj-
ect had a manager and linkage to a board member who monitored
and oversaw the project. The steeting committee met monthly to
track progress and intervene where necessary. A three-year time-
table was mandated for the changes to occur.
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Each project group then had to design its own transformative
change process to meet its objectives within the three-year time
frame. For example, in the chemical division a major downsizing
process had to be implemented. One of the change team’s impor-
tant insights was that not only would they let people go in a digni-
fied way (reflecting C-G values) but special attention would be paid
to the motivation and morale of those employees and managers
who remained in the division. There would be guilt feelings relative
to their friends who lost their jobs, and survival anxiety in terms of
their own career. Special programs were designed to deal with both
of these feelings.

In the pharmaceutical division, on the other hand, a major pro-
gram in marketing and financial management was to be launched.
Managerial thinking had to move from the assumption that R&D
would always guarantee enough new drugs to enable the division to
grow, to the assumption that in the future there would be very few
new drugs so the emphasis had to shift to more competitive selling
and tighter cost controls to protect profit margins.

Did Culture Change?

In all of the projects, thete was much talk of culture change, but in
fact the C-G program was a clear case of identifying a set of business
problems and using the best elements of the existing culture to solve
them. Ciba-Geigy enlisted its authority system, hierarchy, predilec-
tion for using groups and teams, and traditions of loyalty and subor-
dination to make major changes in each unit. For example, in the
chemical division and at Basel headquarters, the positive cultural
assumption that “we treat our people well” led to a very sensitive,
carefully designed layoff process in which each person was talked to
by the boss and senior management and given a full explanation of
what had to be done and why. Supplementing this personal expla-
nation, C-G created a program of maximizing reduction through
attrition, extensive career counseling to help people find new jobs,
opportunities for transitional consulting or part-time work, gener-
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ous severance packages, and generous early retirement programs. In
the end, C-G managers felt they had affirmed their culture rather
than changed it; yet they solved their business problems.

Lessons

Changing business practices, reducing costs, rightsizing, ete. do not
necessarily involve culture change. Rather, this case illustrates the
importance of focusing on the business problems and using the
existing culture to change whatever needs changing. Only if the
changes have an impact on the existing culture, as in the case of
Alpha Power, does culture change become an issue.

Practical Implication

At this point, I want to remind you that not all transformative
change is necessarily culture change. This is important because the
culture can often be used in support of a specific desired change in
business practices. Review in your own mind some of the changes

your company needs, and ask yourself how much they actually
require culture change,

Organizational Midlife Crisis and Potential Decline

Continued success creates strongly held shared assumptions, and
thus a sttong culture. If the internal and external environments
remain stable, this is an advantage. However, if there is a change
in the environment, some of those shared assumptions can
become liabilities, precisely because of their strength. This stage is
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sometimes reached when the organization is no longer able to
grow because it has saturated its markets or its products have
become obsolete. These developments are not necessarily cotre-
lated with age, size, or number of managerial generations, but
rather reflect the interaction between the organization’s outputs
and the environmental opportunities and constraints.

Age does matter, however, if culture change is required. If an
organization has a long history of success with certain assumptions
about itself and the envitronment, it is unlikely to want to challenge
or reexamine them. Even if they are brought to consciousness, the
members of the organization are likely to want to hold on to them
because they justify the past and are the source of pride and self-
esteem. Such assumptions now operate as filters making it difficult
for key managers to understand alternative strategies for survival
and renewal (Donaldson and Lorsch, 1983).

Qutside consultants can be brought in and clear alternatives
identified. But no matter how clear and persuasive the consultant
tries to be, some alternatives are not even understood if they do not
fit the old culture, and some are resisted, even if understood,
because they create too much survival anxiety or guilt, or because
there is insufficient psychological safety. No matter how much
insight top management has, some new assumptions cannot be
implemented down the line in the organization because people
simply do not comprehend or accept what the new strategy
requires.

As previously cited, a vivid example in DEC was its inability to
develop a product to compete effectively with the PC. All of senior
management recognized that DEC should be in the PC market, but
they tacitly assumed that the sophisticated user was their prime tar-
get; this led to building three versions of the PC, all of them too
elegant, too expensive, and still too complicated to use. The engi-

neers were completely embedded in their traditional assumptions
about the nature of computers and the marketplace. They believed
they were designing a truly competitive product and were surprised
that all three versions failed in the marketplace.

v
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In a situation where growth has slowed and decline is immi-
nent, the basic choices are between (1) rapidly transforming parts
of the culture to permit the organization to become adaptive once
again through some kind of turnaround, or (2) destroying the orga-
nization and its culture through a process of total reorganization via
merger, acquisition, or bankruptcy proceedings. In either case
strong new change managers or transformational leaders are likeh;
to be needed to unfreeze the organization and launch the change
programs (Kotter and Heskett, 1992; Tichy and Devanna, 1986)
In either case, the human cost is high as the new managers c,iiscover'
that changing cultural assumptions is often accomplished most
quickly by simply getting rid of the people who are the carriers of
the old assumptions. At this stage, cultural transformation can only

be accomplished by a drastic change program, the subject of the
next section.

Drastic Culture Change

If the change process outlined in the previous section “Planned and
Managed Culture Change” does not produce the business results
that are needed in terms of the ideal future state, change leaders
tseek more drastic measures. The most common of these is to bring
in an outside CEO who has a different set of values and assump-
tions from those of the present culture. If a hybrid manager can be
found in a subculture, he or she can serve that function. The board
typically empowers the new CEO to produce a major turnaround—
and explicitly or implicitly states how long he or she has to produce
be‘tter business results. The extreme version of this process is to
bring in a known turnaround manager (for example, Al Dunlap)
who promises to bring the company back into some kind of ﬁnan:
cial health by immediately taking whatever measures are necessary,
More measured versions of this process are exemplified by General
Electric empowering Jack Welch, IBM bringing in Lou Gerstner, or
Kodak selecting George Fisher. In between is a case like that’ of
DEC with Robert Palmer, which we review next.
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If the new turnaround manager sees major barriers in the pre-
sent culture, it is inevitable that under time pressure a period of cul-
tural destruction has to take place. Many managers have to evolve
new ways of thinking and behaving very rapidly, or they are forced
out of the organization. In some instances (perhaps GE is a good
example), a strong and charismatic leader can produce change in
the existing cadre of executives, But as the case below shows, the
existing cadre often clings to the old culture that has made them
successful and therefore has to be replaced before the business prob-
lems begin to be solved. We should have no illusions, therefore,
about the possibility of major cultural transformation without mas-
sive hurnan costs. For old cultural assumptions to be destroyed, the
organization has to convert or get rid of the culture carriers.

Case Example: Massive Cultural Change and Destruction

For a variety of reasons, during the 1980s DEC became slow and
inefficient. Competition was stiffer, market windows were narrower,
and DEC’s cost structure was out of line with those of its competi-
tors. A number of downsizing efforts were attempted, but they did
pot, in the board’s estimation, go far enough to make DEC viable
and profitable. The culture was perceived to be too egalitarian and
the decision pracess too slow. The subunits had become too power-
ful and unwilling to integrate around any kind of central strategy.
Conflict over strategic goals and the means to be used to achieve
anything were rampant. The choice of Robert Palmer to succeed
Ken Olsen appeared to be motivated by bringing in someone who
understood DEC, having spent part of his career there, but who
would be much more disciplined in his approach to fixing DEC's
problems. This change is an example of bringing in a hybrid man-
ager from a subculture built on very different assumptions and
charging him with creating a major turnaround.
The major changes instituted by Palmer over a period of several
years were to centralize decision making, tighten discipline, shed
unproductive units, and, most important, get rid of most of the car-
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riers of the old culture. Some were fired, some retired, and many left
because they could not work under the new regime. All agreed that
the old DEC culture was being destroyed in favor of a more tradi-
tional autocratic and disciplined hierarchy. In their place, Palmer
brought in a variety of outsiders with different experience, skills

and basic assumptions about how to run an organization. Employ-,
ees who remained in DEC frequently lamented the destruction of
the old culture, and many of them left to start new enterprises that
would recapture the old culture. For many, the attachment to the

old culture is so strong that they formed an “alumni association.”

created a newsletter to stay in touch with each other, and have reg,-

lear reunions. Those who went to other companies attempted to

institute some of the principles they felt had worked well in DEC.

Paradoxically, even though the DEC cultute within DEC was

largely destroyed, as a set of concepts of how to run a company that
same culture survived among various ex-DEC employees.

The important point to note in this case is that the culture
change could not be accomplished with the present set of players at
the senior level. They were too embedded in the old way of work-
ing since it had led to DEC’s success in the first place. To institute a
new way of working, Palmer had to recruit another set of senior-
management players. Whether this created a new culture or simply
started DEC down a path of more transitions and changes is not
clear, but it is obvious that DEC became profitable enough to
become an attractive target of acquisition for Compaq. What fur-
ther changes in ways of working this will bring remains to be seen.
It is also not clear whether Compag's culture is similar in certain
respects to the old DEC culture or whether, as a result of the acqui-
sition, the DEC culture will be even further eroded and replaced.

Lessons

The major lesson of the DEC experience is that you cannot change
core cultural assumptions without removing the carriets of those
cultural assumptions. Culture destruction is a painful and brutal
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process in human terms. It is also clear, from the degree to which ex-
DEC employees have held on to the cultural values that they grew
up with, that “the culture” was not destroyed in the heads of the
people—only in the DEC organization as such.

A second lesson comes from observations of failed turnarounds.
The new outside leader must become familiar enough with the old
culture to understand just what needs to be changed and what kind
of resistance will be encountered. The hybrid outsiders are in a
much better position to figure this out. As [ mentioned in the case
of Jones Food (Chapter Five), when severe crises followed the
founder’s death and his lieutenant’s retirement, the company
attempted to bring in strong outsiders; but the existing culture of
this family fitm was so strong that the first three failed. Only when
the family brought in a person who had been in Jones Food before
and who was recruited back after a period of independent success
did they find someone who could manage the necessary culture
change.

The story of Apple is somewhat similar in that John Sculley
and then Gilbert Amelio were evidently not able to bring about
some of the changes the company needed, so the board went back
to Steve Jobs—who clearly understood the culture, having been
one of its founders and architects. Welch's success in GE is undoubt-
edly related to his having grown up the company, and Gerstner's
success in IBM is probably related to the fact that he was bringing
back some of the marketing values that had so badly eroded.

Practical Implication

The level of transformation in. turnarounds of this kind has an orga-
nizational and financial logic all its own. It is unlikely that you can
influence the dynamic very much from the point of view of planned
change. If your organization finds itself in enough trouble to seek
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outside leadership, you must plan for a period of painful human dis-
location. As in the Ciba-Geigy turnaround, pay special attention to

the morale and motivation of the survivors.

The Bottom Line

This chapter has highlighted the most difficult aspects of organiza-
tional transformation and culture change. We have focused on the
mature organization, where change is not evolution or new learning
but first and foremost unlearning and predictable resistance to
change. People do not cling so tightly to the culture in a mature
organization as they do in a young and growing one, but the mature
company is harder to change because the culture has become more
embedded in its structures and routines. If enough disconfirmation
is present and executive leadership decides major changes are
needed in how the organization is working, a planned, managed
change process can be launched. Such a process requires creating
a change team to function as a steering committee and become
for a time a parallel system, in order to gain a more objective view
of the culture.

The steering committee is not only the place where the new
way of thinking and behaving can be conceptualized but also where
the old culture can be assessed in terms of where it aids or hinders
the needed changes in business processes. The actual change pro-
gram that is launched reflects the particular culture of the organi-
zation doing the change. It must be congruent with the general
change model presented in Chapter Six, but the details of how this
is done depend on the particulars of that organization’s culture. The
cases of Alpha Power and Ciba-Geigy are examples of two such
managed change programs.
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If many elements of the culture are dysfunctional, executive
management may decide on a more drastic change program involv-
ing a turnaround manager as the new CEO, brought in from the
outside. But this is risky if he or she does not understand the pre-
sent culture. A successful turnatound is more likely if the new CEO
is a hybrid manager who has some familiarity with the present cul-
ture because of past membership or association with it. If the CEO
is charismatic, he or she may be able to convert many of the pre-
sent managers of the organization. More probably, the new CEO
has to get rid of the major culture carriers and replace them with
new people whose assumptions better fit the current realities that
the organization faces. The case of DEC is an illustration of this
scenatio.

As a final point, I note that both planned change and turn-
arounds are likely to be painful, involve removal of many people,
take many years to accomplish, and only institute a new way of
thinking and working whose eventual success is still not guaran-
teed. If they are successful, the beginnings of a new culture are
launched; but only with repeated success do the new ways of think-
ing and working become a new culture in its own right.

Chapter Eight

When Cultures Meet

Acquisitions, Mergers, Joint Ventures, and
Other Blended Organizations

¢ Why Not Do a Formal Cuftural Assessment
Prior to Moving Ahead?
¢ Culture Traps (The Illusion That We
Understand One Another)
¢ The Need for Dialogue at Cultural Boundaries
¢ Introducing Dialogue into Cross-Cultural Assessment
® The Bottom Line

Cultures meet anytime thete is a merger of two companies, when
one company acquires another, or when two companies engage in
a joint venture. A merger attempts to blend two cultures, without
necessarily treating one or the other as dominant. In acquisition,
the acquired organization automatically becomes a subculture
in the larger culture of the acquiring company. In the joint ven-
ture the new organization must start with bringing two cultures
together from scratch. In each case, the problem of blending or
assimilation is compounded by the fact that the total, new unit
does not have any shared history, so one or the other subunit prob-
ably feels inferior, threatened, angry, and defensive (Buono and
Bowditch, 1989; Centre for Organization Studies, 1990; McManus
and Hergert, 1988).

The more overt characteristics of organizations—such as shared
or compatible technologies, shared business goals, financial com-
patibility, common markets, and product synergy—usually drive this
process. It is often overlooked until too late that the means by
which the goals are accomplished in the two organizations may be
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very different, and the underlying assumptions about business and
human processes may actually conflict with one another. Rarely
checked are those aspects that might be considered “cultural”: the
philosophy or style of the company; technological origins, which
might provide clues as to basic assumptions; beliefs about its mission
and future; and how it organizes itself internally. Yet a cultural mis-
match in an acquisition, merger, or joint venture is as great a risk as
a financial, product, or market mismatch.

Some concrete examples will make this point clear. Some years
ago, General Foods (GF) purchased Burgerchef, a successful chain
of hamburger restaurants. But despite ten years of concerted effort,
the parent could not make the acquisition profitable. Fitst of all, GF
did not anticipate that many of the best Burgerchef managers
would leave because they did not like GF's management philoso-
phy. Then, instead of hiring new managers with experience in the
fast-food business, GF assigned some of its own managers to run the
new business. This was its second mistake, since these managers did
not understand the technology of the fast-food business and hence
were unable to use many of the marketing techniques that had
proved effective in GE Third, GF imposed on Burgerchef many of
the control systems and procedutes that had historically proved
useful for GF, not realizing that this would drive the operating costs
of the chain too high. GF’s managers never completely understood
franchise operations and hence could not get a feel for what it
would take to run that kind of business profitably. Eventually GF
sold Burgerchef, having lost many millions of dollars over a decade.
With hindsight, it was clear that GF never understood that a fast-
food business creates a very different kind of culture than a pack-
aged-food business does.

Lack of understanding of the cultural risks of buying a fran-
chised business was brought out even more clearly in another case.
United Fruit, at the time a stuffy, traditional, moralistic company
whose management prided itself on high ethical standards, bought
a chain of fast-food restaurants that were locally franchised all
around the country. The company’s managers discovered, much to
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their chagrin, that one of the biggest of these restaurants and its
associated motel was the local brothel. The activities of the town
were so well integrated around this restaurant/motel that the alter-
native of closing it down posed the risk of drawing precisely
the kind of attention United Fruit wanted at all costs to avoid.
The managers asked themselves, after the fact, “Should we have
known what our acquisition involved on this not-very-obvious
level? Should we have understood our own value system better, to
ensure compatibility?”

A third example highlighting the clash of two sets of assump-
tions about authority is the case of the two first-generation high-
tech companies in Chapter One, which we called Company A and
Company B. Company A, run by a founder who injected strong
beliefs that one succeeds by stimulating initiative and egalitarian-
ism, was bought by Company B, this one run by a strongly auto-
cratic entrepreneur who trained his employees to be highly
disciplined and formal. The purchasing company wanted and
needed the acquiree’s managerial talent, but within one year of the
deal most of the best managers from Company A had left because
they could not adapt to the formal autocratic style of Company B.
The autocratic entrepreneur could not understand why this hap-
pened and had no sensitivity to the cultural differences between
the two companies.

What is striking in these cases is the lack of insight on the part
of the acquiring company into its own organizational culture, its
unconscious assumptions about how a business should be run. Con-
templating some recent major mergers (such as Citicorp and Trav-
elers, AMOCO and British Petroleurn, Chrysler and Daimler Benz,
NYNEX and Bell Atlantic), one can only wonder how these cor-
porate giants will mesh not only their businesses but also their cul-
tures. The histories of these companies suggest that substantial
cultural differences almost certainly exist between them.

The joint ventures that are springing up all over the globe
involve not only different corporate cultures but even different
national cultures. When two cultures meet, the basic problem is
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that more than one culture must be aligned, reconciled, merged,
or absotbed. In Chapter One, I pointed out that there are only
three logically distinct possibilities: the cultures can remain inde-
pendent of each other and coexist, one culture can gradually dom-
inate and ultimately absorb the other culture, or the two cultures
can blend into a new culture that draws on both. When you read
about mergers, acquisitions, and joint ventures, there is usually a
Jot of thetoric about benchmarking the cultures against each other
and picking the best of both (alternative three). But this is rarely
achieved because usually neither partner takes culture seriously
enough to really figure out where the synergies are and how to take
advantage of them. Culture is recognized as an issue, but rarely is
it analyzed or assessed to a sufficient degree to actually locate syn-
ergies ot conflicts.
Salk (1992) made detailed observations of three joint ventures
in which the parent companies came from different countries: a
Canadian-Italian joint venture based in Europe, a French-German
joint venture based in France, and a German-U.S. joint venture
based in the United States. The culture issues played themselves
out in three distinct ways. In the first case, the Canadian company
espoused cultural equality, but for “practical reasons” the physical
location was near the Canadian parent’s European headquarters,
which led to many of the office procedures being adopted from
what headquarters was doing. Early interactions led to mutually
negative stereotypes—and they still dominated interaction three
vears later. The Canadians liked to write things down and make
requests on paper. The Italians felt things on paper were unimpor-
tant and if something was to be done one had to go ask for it in per-
son; therefore they tended to ignore memos, which led the
Canadians to conclude that the Italians were unmotivated and
uncooperative. The Italian parent company functioned in terms of
petsonal relationships and personal influence; the Canadian parent
favored formal roles, job descriptions, and procedures. This led the
Italians to view the Canadians as hopelessly bureaucratic,
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The significant point is that each side felt it inappropriate to
bring their feclings out into the open. Somehow, at this level cul-
ture became undiscussable because to do so risked losing face. So
the group lived with its stereotypes, grumbled silently to the
researcher in interviews, but did nothing to correct the situation.
So far, business results have not forced the issue because of a favor-
able business climate; but if that changes, the organization will
have to confront more directly the cultural gap they are living with.

In the German-French venture, the ditection of cultural dom-
ination is increasingly being determined by the actual ratio of
French and German managers in the venture and the location of
the business. In this case, the Germans appear to be adapting to the
French style because the joint venture is located in France.

In the U.S.-German case, the situation is more complicated.
Each parent decided to provide cross-cultural training on what the
other culture was like, and the venture budgeted for a one-week
outward-bound-type experience to help the two teams come
together. The initial company training created strong stereotypes,
and the joint training was unfortunately canceled for reasons of
time and money. The early interactions were very much dominated
by the learned stereotypes. This showed up, for example, in trying
to set production tatgets; the Germans assumed that the U.S. num-
bers were always inflated since “Americans always expect budgets
and targets to be cut by higher management.” On the other hand,
the Americans were warned that Germans are always too conserv-
ative. Each side tried to give fairly accurate numbers but totally
mistrusted the numbers from the other group; again, they were
unable to bring this out into the open lest they offend each other,
So each group would complain to the researcher but argue that
things could not be brought up in meetings.

In this last case, some cultural blending eventually resulted
from a business crisis. Production was well below what either group
had predicted, there were unanticipated labor problems, and the
U.S. parent changed key managers after these problems arose. To
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fix the problems, the two nationalities finally got together as a sin-
gle group and chose procedures on the basis of which cultural
assumptions were best suited to solving the new external problem.
In the labor relations area, the Germans ended up leaning more on
the Americans, but in the technical area the reverse happened;
gradually, a new way of working was forged by taking some assump-
tions from each parent.

Salk makes the point that although these were cross-national
joint ventures, another decisive factor determining outcomes was
the specific parent company’s policy regarding carcer development.
If the career track was seen as still located in the parent, it was
much harder for the venture to become a team. This situation was
especially problematic in the Iralian case since those managers had
a much higher incentive to keep their relationships to the parent
in good order than to learn to get along with the Canadians. What
Salk initially defined to be a study across national cultural bound-
aries turned out to be as much a study of corporate cultures and
their career development policies.

Why Not Do a Formal Cultural Assessment
Prior to Moving Ahead?

Serious formal cultural assessment along the lines of Chapter Four
is usually not possible because the negotiations leading up to the
merger or joint venture have to be kept secret. But this creates the
danger that you do not discover important differences until after
the parties commit themselves to the new organization. Recall
Ciba-Geigy’s acquisition of Airwick and its subsequent discovery
that it could not stand to be associated with Airwick’s products and
processes—even though they were making money.

However, once a merger or joint venture is publicly announced,
it would make complete sense to engage in such formal assessment.
The two organizations could form a seties of task forces with equal
numbers of participants from each cultural unit. These task forces
should then assess the artifacts, espoused values, and shared tacit
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assumptions in the main areas of mission, goals, means, measure-
ment, corrective mechanisms, language, group boundaries, and sta-
tus and reward systems. In fact, one should do such an assessment
within an organization that is planning acquisitions, mergers, and
joint ventutes as part of its own preparation for such activities. The
organization should know as much about its own culture as possible.

Practical Implications

Self-assessment. If your organization is planning or implementing a
merger, acquisition or joint venture, statt a cultural self-assessment
process as soon as possible. Ask yourself especially what the core
shared assumptions and values are that you would not be willing to
compromise; use these insights as a diagnostic in looking at poten-
tial partners. Set up a straw-man organization with which to merge,
to provide a business reason for doing the culture self-assessment.

Cross-culture assessment. Create a set of task forces, one-half from
each culture, and assign them various content areas of the culture.
Use Exhibit 3.1 (page 30) as a guideline. Have the members of the
task force visit one another’s organizations to develop a feeling first-
hand for the other culture.

Culture Traps (The Illusion That We
Understand One Another)

When the externals such as products and markets fit, it is very
tempting to assume that people of goodwill will figure each other
out and make the necessary accommodations to work together. To
show goodwill, we tend to exaggerate the degree to which we
actually understand each other.
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One reason we exaggerate the degree of mutual understanding
is to avoid the pain of being “unknown.” If I am asked to work with
someone from another organization and he or she has never
worked with me, it is painful to realize that [ have to establish my
identity from scratch. It is less painful to assume that we are prob-
ably basically alike and proceed from there.

Only later might we suddenly discover great differences in how
we operate. At that point, a second trap is usually sprung: the need
to cling to and justify my own way of doing things. Suddenly my
way seems to make complete sense and I cannot for the life of me
figure out why the “other” wants to do things differently. I am likely
at this point to go into a persuasion mode and to stereotype others
as not making sense if they don’t agree with me.

This springs the third trap in cross-cultural communication:
our disagreement and our stereotype are themselves undiscussable.
We have no way of backing off and examining our assumptions
without risking offending the other person or demeaning ourselves.

In the rest of this chapter, I treat all of these forms of intercul-
tural traps as having basically the same characteristic, though, of
course, the details of how things work out are highly specific. But
from a cultural point of view, there are only a few basic points that
must be remembered, and it is these I concentrate on. The key to
cross-cultural understanding is dialogue.

The Need for Dialogue at
Cultural Boundaries

If we take culture seriously, we will realize that two cultures trying to
meet constructively have to go beyond the kind of assessment I have
described so far because they do not know whether they are even
using the same meanings for seemingly shared concepts. The mean-
ing that Ciba-Geigy attached to Airwick products could not have
been foreseen. General Foods could not have obtained a feel for what
it takes to run a fast-food hamburger chain through formal cultural
assessment. To reap cultural insights at this level requires either par-
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ticipating in each other’s cultures by actually sending employees into
the other organization for some period of time, or creating dialogues
between members of the two cultures that allow differing assump-
tions to surface. Assuming that exchange of employees may be
impractical, I will focus on how to create such dialogues.

Dialogue is a form of conversation that allows the participants
to relax sufficiently to begin examining the assumptions that lie
behind their thought processes (Isaacs, 1993; Isaacs, 1999; Schein,
1993). Instead of trying to solve problems rapidly, the dialogue
process attempts to slow down the conversation to allow partici-
pants to reflect on what comes out of their own mouths and what
they hear from the mouths of others. The key to initiating dialogic
conversation is to create a setting in which participants feel secure
enough to suspend their need to win arguments, clarify everything
they say, and challenge each other evety time they disagree. Dia-
logue is more a low-key “talking around the campfire,” allowing
enough time for and encouraging reflective conversation, rather
than confrontational conversation. But its purpose is not just to
have a quiet, reflective conversation; rather, it is to allow partici-
pants to begin to see where their deeper levels of thought and tacit
assumptions differ.

Introducing Dialogue into
Cross-Cultural Assessment

If a joint venture, partnership, merger, or acquisition is at the
stage where the participants can be revealed to each other and to
the public, the planners should create focused dialogues around
the major elements of the strategy, goals, and means to be used
in the new organization. Operationally, this means:

e Creating a seties of task forces whose membership is from
both cultures

e Asking the new intercultural groups to explore major areas of
how each organization operates
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¢ Training each task force to use dialogue as the major vehicle
for their conversation

The basic presumption is that the normal assessment process
referred to above—just comparing artifacts and espoused values
around various business processes—does not reveal enough about
the shared, tacit, underlying assumptions, though such comparison
of artifacts can be a good start for the dialogue. As differences in
structure and procedures are identified, the crucial next step is to
explore reflectively what the underlying assumptions are that create
the overt differences. The key to this reflective process is to exam-
ine your own assumptions first; only when they are more or less
understood can you try to appreciate the assumptions of the othets.
For this to work, all of the parties to the dialogue have to be will-
ing to suspend impulses to disagree, challenge, clarify, and elabo-
rate. By slowing down the conversation, we learn to hear the
deeper layers of our own discourse and realize how much our per-
ceptions, thoughts, and feelings are based on learned assumptions.
We begin to experience our own culture, that is, the degree to
which our own group identifications and backgrounds color our
thought processes. As we discover this in ourselves, we are readier
to hear it and accept it in others.

Practical Implication

If you are trying to gain mutual understanding between two cul-
tures, you must create a dialogue form of conversation. You can act
as the facilitator, or if you bring in a dialogue facilitator, you should
set the scene:

1. Select ten to twenty people who represent the two cultures
equally.

2. Seat everyone in a circle, or as near to it as possible.
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. Lay out the purpose of the dialogue: “to be able to listen more

reflectively to ourselves and to each other, to get a sense of
the similarities and differences in our cultures.”

. Start the conversation by having the members in turn check

in by introducing who they are and what goals they have for
the meeting.

. After everyone has checked in, the facilitator should launch a

very general question, such as, “What was it like to come into
this company?” Everyone in the circle should, in turn, answer
the question for his or her company with the ground rule that
there be no interruptions or questions until everyone has

given an answer.

. Encourage an open conversation on what everyone has just

heard without the constraints of proceeding in order or hav-
ing to withhold questions and comments.

If the topic runs dry or the group loses energy, introduce
another question, for example, “How are decisions made in
this organization?” Again, have everyone in turn give an
answer before general conversation begins.

. Let the differences emerge naturally; don't try to make general

statements, because the purpose is mutual understanding, not
necessarily clear description.

. After a couple of hours, ask the group to poll itself by asking

10.

each person in turn to share one or two insights about either
his or her own culture or the other one: these can be written
down.

Depending on time available, continue the process, or plan
another meeting, or do the same thing with another group.
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The Bottom Line

The cultural dynamics involved in mergers, acquisitions, and joint
ventures are fundamentally different from the culture evolution
and change dynamics we have covered before because mature cul-
tures are coming together. Ideally we look for blending, by which
the new organization takes the most functional elements of each
culture. But this presumes ability to decipher the cultures, which
is rarely present until long after the new organization has been
formed. In fact, when mature cultures meet, the members of both
cultures are trapped in the illusion that they understand each
other better than they do, and caught up as well in the face-saving
necessity of not challenging each other too severely.

In preparing for a new otganization, it is essential that at the
least the members of each organization have maximum insight into
their own culture. A useful exercise for any organization contem-
plating merger or joint venture is to set up a hypothetical other
organization and do a culture assessment vis-a-vis that organiza-
tion. Then, when reality hits, at least you know your own culture
to some degree.

Once the new organization is about to be formed, if cultural
understanding is to arise it is essential to create dialogue groups to
explore each other’s shared assumptions. Only by creating reflec-
tive dialogues is there a chance to overcome inevitable defensive-
ness and the illusion of similarity.

After joint operations begin, a new culture is gradually built as
the resulting organization together faces new tasks and learns how
to deal with them. To speed up cultural learning, you should create
such joint tasks early in the life of the new group.

Chapter Nine

Cultural Realities for the Serious
Culture Leader

¢ Realities About What Culture Is

¢ Realities About What Culture Covers

¢ Realities About Deciphering Culture
 Realities About Changing Culture

® Realities About Mergers, Acquisitions, and

Joint Ventures
¢ A Final Thought

If you are serious about managing culture in your organization, the
biggest danger you face is that you do not fully appreciate the depth
and power of culture.

In some forty years of consulting in this area, | have seen over
and over how we look for simplifications. When someone comes
along and offers us an easier way to assess and manage culture, we
leap at it, only to discover later that we were dealing with surface
phenomena not linked to real cultural themes. Culture is deep,
extensive, and stable. It cannot be taken lightly. If you do not man-
age culture, it manages you, and you may not even be aware of the
extent to which this is happening.

This chapter attempts to take culture seriously. I do not promise
you simplicity or easy interventions; I do not promise that you will
be able to create and change culture to your heart’s desire. I do
promise you a dose of reality, which I hope you take seriously so
that whatever culture management program you undertake, you

185



186 The Corporate Culture Survival Guide

deal with cultural forces realistically. The realities I highlight more
or less reflect the chapters in the book, but they abstract them and
make them sharper. I choose to state these realities as principles
and elaborate the logic behind them where appropriate.

Realities About What Culture Is

Culture is the shared tacit assumptions of a group that it has
learned in coping with external tasks and dealing with internal
relationships.

Although culture manifests itself in overt behavior, rituals, arti-
facts, climate, and espoused values, its essence is the shared tacit
assumptions. As a responsible leader, you must be aware of these
assumnptions and manage them, or they will manage you.

Unless your organization is a brand new conglomerate of peo-
ple from other organizations, it has formed a culture that influences
all of your thinking and behavior.

If your organization is a new mix, without prior shared experi-
ence, then all the members bring their prior cultural experience to
the new situation and seek to impose it on that situation.

The quickest way to create a new culture in such a situation is
to give people a compelling, common task so that together they
can build a new set of assumptions.

The strength and depth of an organization’s culture reflects (1)
the strength and clarity of the founder of the organization, (2) the
amount and intensity of shared experience that organization mem-
bers have had together, and (3) the degree of success the organiza-
tion has had.

Culture is, therefore, the product of social learning. Ways of
thinking and behavior that are shared and that work become ele-
ments of the culture.

You cannot, therefore, “create” a new culture. You can demand
or stimulate a new way of working and thinking; you can monitor
it to make sure that it is done; but members of the organization
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do not internalize it and make it part of the new culture unless,
over time, it actually works better.

A given organization’s culture is “right” so long as the organi-
zation succeeds in its primary task. If the organization begins to fail,
this implies that elements of the culture have become dysfunc-
tional and must change. But the criterion of a right culture is the
pragmatic one of what enables the organization to succeed in its
primary task.

As the external and internal conditions of an organization
change, so does the functionality, or rightness, of given cultural
assumptions change. Culture evolves with the fluid circumstances
of the organization.,

The essential elements of culture are invisible. They are taken
for granted and have dropped out of awareness. But they can be
brought back into awareness.

Failure to understand culture and take it seriously can have dis-
astrous consequences for an organization.

Superficial understanding of culture can be as dangerous as no
understanding at all.

Realities About What Culture Covers

Once organizations have a culture, the shared tacit assumptions
that make up the culture influence all aspects of organizational
functioning. Mission; strategy; means used; measurement systems;
correction systems; language; group norms of inclusion and exclu-
sion; status and reward systems; and concepts of time, space, work,
and human nature are all reflected in the culture. Culture influ-
ences tasks and structure. It cannot be separated as an independent
element.

[t is especially important for you to understand that mission,
strategy, and structure are all colored by cultural assumptions. If you
seek objectivity in these areas, you must find outsiders to work with
you to help you identify your own cultural biases.
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Realities About Deciphering Culture

You cannot use a survey to assess culture. No survey has enough
questions to cover all of the relevant areas. Individual employees
do not know how to answer many of the questions. Even if they
do provide data, you do not know what the salient elements
of the culture are relative to some problem you might be trying
to solve.

Culture is a group phenomenon. It is shared tacit assumptions.
Therefore, the best way to assess it is to bring groups together, to
talk about their organization in a structured way that leads them to
tacit assumptions.

You can decipher your own cultural biases if you make yourself
partially marginal in your own culture. “Travel” to other organiza-
tions (cultures) and work with consultants or colleagues from other
organizations to reflect on your own tacit, taken-for-granted

assumptions.

Realities About the Mechanisms
of Transformative Change

Any culture change is transformative because you have to unlearn
something before you can learn something new. It is the unlearn-
ing that is painful and causes resistance to change.

The motivation to unlearn and learn something new comnes
from the realization that if you continue in the present way you will
not achieve your goals; you will experience “survival anxiety.”

But the realization of what may be involved in learning some-
thing new causes “learning anxiety” because you may become tem-
porarily incompetent and lose your membership in your group if
you learn something new.

For change to occur, survival anxiety must be greater than
learning anxiety. This is best achieved by lowering learning anxi-
ety through creating psychological safety for the learner.
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If you are the agent of change, the key to managing transfor-
mative change is to balance survival anxiety with enough psycho-
logical safety to overcome resistance to change.

Realities About Changing Culture

Culture evolves and changes through several different mechanisms
which you can influence to varying degrees:

1. General evolution through adaptation to the environment

2. Specific evolution of subgroups to their different environ-
ments

3. Guided evolution resulting from cultural “insights” on the
part of leaders

4. Guided evolution through empowering selected hybrids from
subcultures that are better adapted to current realities

5. Planned and managed culture change through creation of
parallel systems of steering committees and project-oriented
task forces

6. Partial or total cultural destruction through new leadership
that eliminates the carriers of the former culture (turnarounds,
bankruptcies, etc.)

Never start with the idea of changing culture. Always start with
the issues the organization faces; only when those business issues
are clear should you ask yourself whether the culture aids or hinders
resolving the issues.

Always think initially of the culture as your source of strength.
It is the residue of your past successes. Even if some elements of the
culture look dysfunctional, remember that they are probably only
a few among a large set of others that continue to be strengths.

If changes need to be made in how the organization is run, try
to build on existing cultural strengths rather than attempting to
change those elements that may be weaknesses.
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If you are in a young and growing organization, you can help to
evolve and consolidate the culture, and you can help members get
insight into the culture.

If you have time, you can evolve the culture by looking for
leaders in the various subcultures that have arisen, locating ones
who represent the kind of assumptions you feel are needed in the
future, and promoting them into positions of power.

If, in a growing organization, elements of the culture become
dysfunctional, you will have a hard time changing them because
the culture is so central to the identity of the organization. You may
have to replace some of the key leaders and other culture carriers,
which can be a very painful process.

If you are in a midlife organization that has clearly dysfunc-
tional clements in its cultute, launch a managed change program
by creating a parallel system to assess the culture, identify a change
program, and implement it.

If you are in a midlife or aging organization that does not have
time for a managed change program, you may need to function as
a turnaround manager, assess the culture to identify the dysfunc-
tional elements, locate the cartiers of those cultural elements, and
replace them. This is a painful process.

Realities About Mergets, Acquisitions,
and Joint Ventures

Before engaging in any kind of intercultural event, try to get a good
sense of your own culture. Train yourself in being culturally sensi-
tive by visiting other organizations and figuring out how their
assumptions differ from yours.

If you have the initiative in a merget, acquisition, or joint ven-
ture, try to visit the other organization and experience, as much as
you can, how things are done there.

Create dialogue groups across any cultural boundary that
becomes apparent to you. Do not expect goodwill and expetience
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to produce mutual understanding. Both cultural units need to learn
to be reflective to get in touch with their own and each other’s
assumptions; this can only be done with the dialogue format,

A Final Thought

Learning about culture requires effort. You have to enlarge your
perception. You have to examine your own thought process. You
have to accept that there are other ways to think and do things.

But once you have acquired what I would call a “cultural per-
spective,” you will be amazed at how rewarding it is. Suddenly
the world is much clearer. Anomalies are now explainable, con-
flicts are more understandable, resistance to change begins to look
notrmal, and—most impottant—your own humility increases. In
that humility, you will find wisdom.
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