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HOW A NEW CEQ

TRANSFORMED FQRpy
CULTURE 2

; How does culture shape
e, organizational behavior?

Steve Ruark\AP Wide World Photos

Alan Mu/al/y_ (left), succeeded in changing values and beliefs at
GE and Boeing and became Ford’s new CEO, where he is

working hard to change its culture to allow employees to act in

Af
ter a loss of more than  more innovative ways.

$13 billion in 2006, William

Sr:aa[:ogiednﬂiord Motor'sl CEO for 5 yei;lrs, decided he was not the right
that he was Bereere e C%Tpanys‘performance. In fact‘, it ha_d become apparent
e S pr? ems aS”]tS top managers all tried to increase their power
o Eeaian OrDOI'.ate _empnre;. Few top managers were even wﬂ\mg to admit
made major mistakes in the past and, as a result, the entire company’s
perfprmance Wwas continuing to suffer. Ford's board of directors realized they needed an
outsider to change Ford’s culture and the beliefs and values that guided its managers’
actions. They recruited Alan Mulally, a manager who had succeeded in changing values
and beliefs at GE and Boeing, to become Ford's new CEO.

Once he had taken over at Ford, Mulally attended hundreds of executive meetings
with his new managers. At one meeting, he became confused why one top car division
manager, who obviously did not know the answer to one of Mulally’s probing questions,
had rambled on for several minutes to try to disguise his ignorance. Mulally turned to his
second-in-command, Mark Fields, and asked him why the manager had done that. Fields
explained that “at Ford, you never admit when you don't know something.” Fields also
said that when he joined Ford as a middle manager and requested a lunch meeting with
his boss to discuss his duties and priorities, he was asked, “What rank are you at Ford?
Don’t you know a subordinate never asks a superior to lunch?"2

It turned out that over the years, Ford had develop a tall hierarchy comprised of
managers whose main goal was to protect their‘turf and avoid any direct blame. for
plunging car sales. When asked why sales were falling, 1h_ey yvould not admit the »veh»cles
their division produced suffered from poor de;lgn and quality issues; instead thgy hid in the
details. They brought thick notebooks and binders to meetings, listing the high prices of
components and labor costs to explain why their division’s vehicles were not selling well or
even at a loss. Why, Mulally wondered, did Ford’s top executives have this inward-looking,

i -set?

deStﬁagllfyns]l)nodnsreecognized the source _of _the problem. The values and norms in Ford's

Iture led the managers of its different divisions and functions to believe that tvhe best way
ey their jobs, salaries, and status was to hoard, rather than share, information.
o mamta(;n orms of rﬁaimaining secrecy and ambiguity, and of emphasizing personal status
Values an nd developed to allow managers to protect their powerful positions. The reason
2gduznk ha uld ask a subordinate to lunch was to allow superiors to decide with whom
only the lI)(?SSSa ?e)ly share their information. Ford’s culture allowed managers to hide their
they'cou and poor performance. ; y
problems 1d Mulally change this mindset? He issued a direct order that the managers of

e hould share with every other Ford division detailed information about the

every ‘dlvrsmr:j 510 build each of its vehicles. He insisted that each of the heads of Ford's
costslln;%'i;‘fons should attend a weekly (rather than a monthly) meeting to openly share
vehicle di
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ORGANIZATIONAL CULTURE
The set of shared values, beliefs,
and norms that influences the way
employees think, feel, and behave
toward each other and toward peo-
ple outside the organization.

VALUES

General criteria, standards, or
guiding principles that people use
to determine which types of behav-
iors, events, situations, and out-
comes are desirable or undesirable.

TERMINAL VALUES
desired end state or outcome
 people seek to achieve.

NTAL VALUE
e or type of
k

and discuss the problems each =S /
a different subordinate with them t0 each meetldf_‘ﬁsion had tried to hide3
hierarchy would learn about the problems each WS - hd norms of Ford's cultur
Mulally’s goal was to demolish the dysfunctional V:\uthe expense of the entire (or:I
focused its managers’ attention on thel wjn ergzlt;ers\orms that told managers it was fing ,.
: e to
Mulally was working hard to create nevsvt‘;\aa‘t)f;ey should share information about all aspey,
N t and reduce costs. He wanted to crey,

admit mistakes; the important issue e iselBhmen

of vehicle design to find ways to speed dev : ithi d

culture based %n norms thayt emphasized cooperation poth within and among division
lally had changed Ford's values ang

% Mul
improve performance. By 2010, it was clear that it
no’r)ms anFr)i that it was opiraﬂng ‘more effectively. Ford repor.‘fg]f[sx?éé“;g;f:gg‘ of 2019
and announced it expected better performance ahead as Mproveq
cars through improved decision making.

Overview

Alan Mulally has been working hard t
employees to share their ideas and concerns,

o create a culture that encourages Ford’s managers angq
to cooperate, be adventurous, and bear the rigkg

necessary to help turn around Ford’s performance. By 2010, it Z?em“’ [‘:a‘ h‘e Was succeed.
ing. In this chapter, we first define organizauonal cult.ure and \scuss‘ e wa{ it influenceg
employees, work attitudes, and behaviors. Then we dlsculss.ho‘tv emp! oy‘e?5 earn gbom an
organization’s culture from the company’s formal socialization practices and informa)

processes such as watching “how things get done around here.” Five major building blocks
ussed: (1) the characteristics of people within the

of organizational culture are then disc : ¢
organization, (2) organizational ethics, (3) the employment relationship, (fl) organizationa|
structure, and (5) national culture. Finally, an issue that has become especially important in
the 2000s—how and why it is necessary for organizations to build and maintain an ethical

culture—is examined.

What Is Organizational Culture?

ared values, beliefs, and norms that influences the way
d each other and toward people outside the organization
assumptions people and groups leam o

Organizational culture is the set of sh:
employees think, feel, and behave towar
Organizational culture can be considered as the shared
follow as they attempt to address opportunities and problems facing the organization. These be

liefs and values are taught to new recruits who become members of an organization when they
learn to perceive, think, and feel about these opportunities and problems in the same way as ex
isting employees.* The kind of values and beliefs in an organization's culture can promote sup
portive work attitudes and behaviors that increase organizational effectiveness, or they can lead
to behaviors that harm an organization.5 This is because an organization’s culture controls th¢
way employees perceive and respond to the people and situation around them and how they ust
this information to make decisions.®

What are organizational values, and how do they affect work attitudes and behavior ! Values
are general criteria, standards, or guiding principles people use to determine which types of
haviors, events, situations, and outcomes are desirable or undesirable.” There are two Kinds €
values: terminal and instrumental (see Exhibit 17.1).8 A terminal value is a desired end st
outcome that people seek to achieve. Organizations might adopt any of the following as et
values, or guiding principles: quality, responsibility, innovativeness, excellence. econot
morality, z‘md profitability. Large insurance companies, for example, may value profitbility
their t.ermmul values are often stability and predictability because the u'u\\p:u\\ cannot afford ©
take risks. It must be there to pay off policyholders’ claims.

An instrumental value is a desi : ;
organizations advocate i:cll::ied dm]:‘ed mulde il 9t bch;wgw. s 0

working hard, respecting traditions and
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