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Organizational Culture

After reading this chapter,
you should be able to:

14-1 Describe the elements of
organizational culture and
discuss the importance of
organizational subcultures.

14-2 List four categories of
artifacts through which
corporate culture is
deciphered.

learning objectives

14-3 Discuss the importance of
organizational culture and
the conditions in which
organizational culture
strength improves
organizational performance.

14-4 Compare and contrast four
strategies for merging
organizational cultures.

14-5 Describe five strategies for
changing and strengthening
an organization’s culture,
including the application of
attraction—selection—
attrition theory.

14-6 Describe the organizational
socialization process and
identify strategies to
improve that process.
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ony Hsieh woke up one workday morning with a weird
realization: He didn’t want to go to work at the Internet
advertising start-up company he cofounded. The company had
expanded rapidly, and some of the new hires had transformed the friendly,
team-focused culture into a less desirable place. Hsieh and his cofounder sold that
company to Microsoft, and Hsieh vowed to give organizational culture more
attention at the next company he led.

That next start-up company, Zappos, has become the world’s largest online shoe
retailer and a poster child for the power of a strong organizational culture.“Our
belief is that if you get the culture right, most of the other stuff—like great customer
service, or building a great long-term brand, or passionate employees and
customers—will happen naturally on its own,” Hsieh explains.

Recruitment and selection are central to Zappos' cultural strength.“As long as
we hire people whose personal values match our corporate values, you don't need
to tell them how to behave” says Hsieh.“They can just be themselves.” Job
applicants quickly learn about the online retailer’s core values—such as “Deliver
WOW through Service,” “Embrace and Drive Change.” and “Create Fun and A Little
Weirdness"—so they can decide whether the company is right for them.

Meanwhile, the company carefully selects applicants whose personal values are
aligned with the company’s values.The line manager looks for technical skills and
experience, whereas the human resource department “does a separate set of
interviews purely for culture fit” says Hsieh. Unusual methods are sometimes
applied to estimate an applicant’s cultural fit. For example, to determine an
applicant’s humility (one of Zappos® core values), staff ask the Zappos-hired driver
how well he or she was treated by the applicant during the drive to the company’s
headquarters.

New recruits attend a four-week customer service program that also reinforces
the company’s values and employees’ role as culture carriers.“We talk about it with
our new hires, that every single one of us is responsible for our culture,” says

Zappos, the world’s largest online shoe retailer. relies on recrui lecti ialization, and other practices to maintain a strong
'! organizational culture.
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Zappos training manager Rachael Brown. Zappos also makes an unusual offer to the
new recruits: it will pay $2,000 in addition to their regular pay to anyone who quits
before the end of the training program. The incentive is intended to encourage new
hires to leave the company if they believe their personal values don't fit Zappos®
culture. (Less than | percent have accepted the offer.)'

Lappos has a strong organizational culture and applies several strategies we will describe
in this chapter to maintain and sustain that culture throughout its meteoric growth.
Organizadonal culture consists of the values and assumptions shared within an organization.”
It defines what is important and unimportant in the company and. consequentdy, directs
everyone in the organization toward the “right way” of doing things. You might think of
organizational culture as the company’s DNA—invisible to the naked eye, yet a powerful
template that shapes what happens in the workplace.

This chapter begins by identfying the clements of organizational culture and then de-
scribing how culture is deciphered through antifacts. This is followed by a discussion of the
relationship between organizational culture and performance, including the effects of cul-
tural strength, fit. and adaptability. We then turn our attention to the challenges of and
solutions to merging organizational cultures. The latter part of this chapter examines ways
to change and strengthen organizational culture, including a doser look at the related topic
of organizational socializaton.

Elements of Organizational Culture

4 LO14-1

organizational culture
The values and ascumptions
shared within an organization.

Ohrganizational culture consists of shared values and assumptions. Exhibit 14.1 illustrates
how these shared values and assumptions relate to cach other and are associated with
artifacts, which are discussed later in this chapter. Valker are stable, evaluative beliefs that
guide our preferences for outcomes or courses of action in a variety of situations (see
Chapters 1 and 2). They are conscious perceptions about whar is good or bad, right or
wrong. In the context of organizational culture, values are discussed as shared palues, which
are values that people within the organization or work unit have in commeon and place near
the top of their hierarchy of values.* For example, Zappos employees say they embrace
“WOW™ customer service, having fun, growth and learning, doing more with less, being
humble, and a few other shared values.

Ohrganizational colture also consists of shared asumptions—a deeper clement that some
experts believe is the essence of corporate culture. Shared assumptions are nonconscious,
taken-for-granted perceptions or ideal prototypes of behavior that are considered the correct
way to think and act toward problems and opportunities. Shared assumptions are so deeply
ingrained that you probably wouldn't discover them by surveying employees. Only by
observing employees, analyring their decisions, and debricfing them on their actions would
these assumptions rise to the surface.

It has become a popular practice for leaders to identify and publicly state their
organization’s shared values. For instance, Facebook, the social networking company, lists its
core values as focus on impact, move fast, be bold, be open, and build social value. *There is
a really great culture of empowerment here,” says a Facebook employee in Austin, “We want
people to take risks and be bold and really strive to make a huge impact, becanse that is what
the company is trying to do™® New Zealand’s TrustPower has six core “PRIIDE” values:
passion, respect, integrity, innovation, delivery, and empowerment. “We're non-hierarchical,
have a very flat structure and live on very few sites so we see and talk to each other a lot,”
says Vince Hawksworth, CEQ of the mostdy hydro and wind power generation company.
“People feel they can make a difference at TrustPower. We are not over-resourced and some-

times we think we're leaner than is good for us but it means everyone gets to have a go.™
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EXHIBIT 14.1 ©Organizational Culiure Assumptlons, Values, and Artlfacts

Artifacts of
organizational culture
Physical
structures
Language
Rituals and

caremonies

ESPOUSED VS. ENACTED VALUES

Do these values rcaﬂ)r represent the cultural content of Facebook and TrustPower? P'rol)ably
in the case of these two organizations, bocause their cultures are wdl known in their respec-
tive countrics and are d::pl}r entrenched r]:uou.ﬂ:n various artifacts. However, the values
statements Dl-many organizations do not nmrily reflect the values that arcw‘u:'l:hl shared
and practictd in the organization. This distinction occurs bnmmccorporatc leaders typicn]l)r
describe cmwdmfuﬂ—dic values that tl:lq want others to belicve guid: the Drganii’.'aﬁ.on’s
decisions and actions.” Espnustd wvalues are usually socially desirable, so0 fhr_,r present a posi-
tive p'ublic image. Even if tOp management acts consist:‘nlly with the c.spo‘us:d values,
lower-level cmploy::s m.ight not do so. Emp|cry::s brin.g diverse p:l!crna] values to the
organization, some of which rnighl conflict with the Drgani:atiorfs apousnd wvalues.
Orga.niza.tional culture is not defined b)' :spcruscd walues. Instead, it consists of shared
endcted vafwes—ithe values that most leaders and :mpla}r:c.s truly rcl}' on to guid,c their
decisions and behavior. These “values-in-use” are apparent bywatd:un.g executives and other
:mplﬂyc:s in action, includ.ing their decisions, where l‘hr_,r focus their attention and
resources, and how d:cy behave toward stakchaolders. For na.mplc. Global Connections 14.1
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E"i] global connections 14.1

BP’s Espoused vs. Enacted Values

BP. the British energy giant, lists four core values—progressive,
responsible, innovative, and parformance-driven. The company
says that these values “guide us in the conduct of our busi-
ness”" In other words, BP claims these four core values are
enacted; they are evident in the company’s decisions, allocation
of resources, and the daily behavior of its employees.

Most people around the Gulf of Mexico and in Alaska
would quickly dismiss those daims. In particular, BP describes
its “responsibility” value as being “committed to the safety and
development of our pecple and the communities and societies
in which we operate. ¥We aim for no accidents, no harm o
people and no damage to the environment.” The energy com-
pany’s track record on safety and environmentalism suggests
otherwise.

BP was at the center of the Gulf of Mexico oil spill. now
considered the worst environmental disaster in recent history.
A few months before the spill occurred, the LS. government’s
Occupational Safety and Health Administration (OSHA) penal-
ized BP with the largest fine in OSHA's history for failing to
sufficiently improve safety at its Texas City refinery. Four years
earlier, |5 employees died in an explosion at that refinery. A
LIS, government report on that explosion concluded that BP
“did not provide effective safety culture leadership”

BP's “responsibility” value has been around for a few years,
yet the company’s environmental and safety problems were well
known long before the Gulf and Texas disasters. In 2003, the
Morwegian government conduded that “a poor HES (Health,

BP dascribas ona of its four core values as aiming “for no
accidents, no harm to paople and no damage to the
environmeant,” yet the British enargy company’s track record
indicates that this value is espoused, not enacted.

Environment, and Safety) culture” contributed to a fatality on a
BP il platform. A few years earlier, a prominent newspaper con-
cluded that a series of spills, accidents, and alleged hush-ups at
the Alaskan operations managed by BP “raises serious questions
about BF's safery culture” In short, being safery and environ-
mentzlly “responsible” is an espoused value at BP, but is not
likely part of the company’s current or recent culture.®

describes how BP's stated (espoused) value of responsibility seems to be wildly at odds with

the decisions, priorities, and behavior (enacted values) of its leaders and many employees.

What corporate culture do you prefer? Visit connect.mcgrawhill.

A connect

com to assess your preference among a small set of cultures, as well as

to assist your learning about organizational culture and effectiveness.

CONTENT OF ORGANIZATIONAL CULTURE
Organizarions differ in their cultural content, that is, the relative ordfring of shared values.?

Zappos emphasizes customer service and a team-oriented, fun environment; Netflix scems
to prioritize individual performance with undertones of internal competitiveness. For in-
stance, the online streaming media provider points out that “We're a team, not a family,”
that “Netflix leaders hire, develop, and cut smartly,” and thar “adequate performance gets a
generous severance package."!?

How many corporate cultures are there? Several models and measures classify org-
anizational culture into a handful of casy-to-remember categorics. One of these, shown in
Exhibit 14.2, identifies seven corporate cultures. Another popular model identifies four
organizational cultures organized in a two-by-two table representing internal versus external



EXHIBIT 14.2

Organizational Culture
Proflle Dimenslons and
Characteristics
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'ORGANIZATIONAL CULTURE DIMENSION  CHARACTERISTICS OF THE DIMENSION

Innovation Exparimenting, opportunity seaking, risk taking, faw
rules, low cautiousness

Stability Predictability, security, rule-oriantad

| Respect for people Fairness, tolerance |
Outcome orientation Action-oriantad, high expectations, results-oriented

| Attention to detail Precisa, analytic |
Team origntation Collaboration, paople-orientad

| Apggrassiveness Compatitive, low emphasis on social responsibility |

Source: Based on information in C. A. OReilly I11, J. Chatman, and D. E Caldwell, "Feople and Organiztional
Culture: A Profile Comparison Approach to Assessing Person-Organizasion Fit,” Actdemy of Matnagement fosrmal 34,
ne. 3 (1991}, pp. 487-518.

focus and fexibility versus control. Other models organize cultures around a circle with 8 or
12 categories. These c[n:u.rnplﬂ models suggest that some cultures are opposite to others,
such as an avoidance culture versus a selfactualization culture, or a power culture versus a
collegial culture.™!

These organizational culture modeds and surveys are popular with corporate leaders faced
with the messy business of diagnosing their company’s culture and identifying what kind of
culture they want to develop, Unfortunately, they oversimplify the diversity of cultural val-
ues in organizations. The fact is, there are dozens of individual values, and many more com-
binations of values, so the number of organizational cultures that these models describe
likely falls considerably short of the full set. A second concern is that organizational culture
includes shared assumptions, not just shared values. Most organizational culture measures
ignore assumptions because they represent a more subterranean aspect of culture.

A third concern is that many organizational culturc models and measures incorrectly
assume that organizations have a fairly clear, unified culture that is easily decipherable. '
This ﬂ‘irm:graliu:n'l’u perspective, as it is called, further assumes that when an organimtion‘s
culture changes, it shifts from one unified condition to a new unified condition with only
temporary ambiguity or weakness during the transition. These assumptions are probably
incorrect or, at best, oversimplified. An organization’s culmre is usually quite blurry, so
much so that it cannot be estimated through employee surveys alone. As we discuss next,
organizations consist of diverse subcultures because employees across the organization have
different clusters of experiences and backgrounds that have shaped their values and priori-
ties. For example, after BI's Texas refinery explosion a few years ago, an independent panel
investigated the energy company’s safety culture across the United Seates. The panel con-
cluded that a few of BPs sites embraced the importance of safety, but most required a much
stronger safery culture.?

Even these subcultural clusters can be ill-defined because values and assumptions ulti-
mately vary from one employee to the next. As long as employees differ, an organization’s
culture will have noticeable vs.rial:lil[t}r. Thus, many of the pclpu]s.r orgm[utiona] culture
models and measures oversimplify the variety of organizational cultures and falsely presume
that organizations can casily be identified within these catepories.

ORGANIZATIONAL SUBCULTURES

When discussing organizational culture, we are really referring to the dominant culture, that
is, the values and assumptions shared mast cunsi_m:ntly and widcl}r by the orga.niz,ationk
members. The dominant culture is usually supported by senior management, but cultures
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can also persist in spite of senior management’s desire for another culure. Furthermore,
arganizations are cDmpclsl:d of subcultures located thrDu.g]'lout their various divisions,
geographic regions, and occupational groups.' Some subcultures enhance the dominant
culture by espousing parallel assumptions and values. Others differ from but do not conflict
with the dominant culture. Still others are called cosntercultnres becanse they embrace values
or assumptions that directly oppose the organization’s dominant culture. It is also possible
that some organizations (including some universities, according to one study) consist of
subcultures with no decipherable dominant culture at all.™

Subcultures, particularly countercultures, potentially create conflict and dissension
among cm.plo}ltcs. but ﬂ'l:}' also serve two important functions.'® First, th:].r maintain the
organization’s standards of perfformance and ethical behavior. Employees who hold counter-
cultural values are an important source of surveillance and critical review of the dominant
order. They encourage constructive conflict and more creative thinking about how the orga-
nization should interact with its environment. Subcultures potendally support ethical con-
duct by preventing employees from blindly following one sct of values. Subeulture members
continually question the “obvious” decisions and actions of the majority, thereby making
everyone more mindful of the consequences of their actions.

The second function of subcultures is that they are the spawning grounds for emerging
values that keep the firm alipned with the evolving needs and expectations of customers,
suppliers, communities, and other stakeholders. Companies eventually need to replace their
dominant values with ones that are more appropriate for the changing environment. If sub-
cultures are suppressed, the organization may take longer to discover and adopt values
aligned with the emerging environment.

Visit connect.mcgrawhill.com for activities and test questions to
help you learn about organizational culture artifacts and cultural content.

Deciphering Organizational Culture Through Artifacts

4 LO14-2

The observable symbols and
slgns of an organization’s culture.

Shared values and assumptions are not easily measured through surveys and might not be
accurately reflected in the organization’s values statements. Instead, as Exhibit 14.1 illustrated
carlier, an org:nization’s culture needs ta be dl:ciph:‘rcd through a detailed investigation of
artifacts. Artifacts are the observable symbols and signs of an organizadon’s culture, such
as the way visitors are greeted, the organization’s physical layout, and how employees are
rewarded.”” A few experts suggest that artifacts are the essence of organizational culture,
whereas most others (including the authors of this book) vicw artifacts as symbols or indica-
tors of culture. In other words, colture is cognitive (values and assumptions inside people’s
heads), whereas artifacts are observable manifestations of that culture. Either way, artifacts
are important because they represent and reinforce an organization’s culture.

Artifacts provide valuable evidence about a company’s culture.™® An organization’s ambig-
uous (fragmented) culture is best understood by observing workplace behavior, listening to
everyday conversations among staff and with customers, studying written documents and
e-mails, viewing physical structures and settings, and interviewing staff about corporate
storics. In other words, to truly understand an organization’s culture, we need to sample
information from a variety of organizational artifacts.

The Mayo Clinic conducted such an asscssment a few years apo. An anthropologist was
hired to decipher the medical organization’s culture at its headgquarters in Minnesota and to
identify ways of transferring that culture to its two newer sites in Florida and Arizona. For
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six weeks, the anthropologist shadowed employees, posed as a
paticnt in waiting rooms, did countless interviews, and accompa-
nied physicians on patient visits. The final report outlined Mayo's
dominant culturc and how its satellite operations varied from
that culture." Ower the next few pages, we review four broad
categories of artifacts: organizational stories and legends,
language, rituals and ceremonies, and physical structures and

sym bols.

ORGANIZATIONAL STORIES AND LEGENDS

David Ogilvy is a legend in the advertising industry, but equally
significant arc the stories about him that have continued to

Goldman Szchs employees apparently describe large reinforce the values that he instilled. One story recounts how
investment transactions as "elephant trades,” and the Oygilvys board of directors arrived at a meeting to discover a
investment firm encourages its salaspeople to go "alephant Russian matryoshka doll at each of their scats. The directors
hunting” (seaking out these larga trades from cliants). The opened each doll, one nested inside the other, until they discov-
phrase is a cuftural artifact, likely indicating the values of ered this message inside the tiniest doll: “If you hire people who
profitability and individual performance rathar than customar are smaller than you are, we shall become a company of dwarfs.
sarvica or value. Formar Goldman Sachs’ managar Grag Smith If you hire people who are bigger than you are, we shall become
raportad that employaas (particularly those in Londan) alsg a company of giants.” The Russian dolls became pare of Ogilvys
routinely dascribad their clients as muppets. "My muppat client culture, which demands hiring talent, not subservience.2”

didn't put me in comp on the trade we just printed,” said one Stories such as Ogilvy's Russian dolls permeate strong orga-
salesperson, meaning that the client was an idiot because he nirational cultures. Some tales recount heroic deeds, whereas
didn’t compara prices, 5o the salesparson overcharged him. The  others ridicule past events that deviate from the firm’s core values.
“muppet” label saems to reveal a culturs with a derogatary Organizational stories and legends serve as powerful social pre-
vigw of clients. “Baing a muppat meant being an idiot, a fool, scriptions of the way things should (or should not) be done.
manipulatad by someona else,” Smith axplains They add human realism to corporate expectations, individual

rituals

The programmed routines of
dally organizatonal life that
dramatize the organizaton’s
culture.

pcrfurmz.ncc standards, and the criteria for getting fired. Stores
also pmducc cmotions in listeners, and these emotions tend to
improve listeners” memory of the lesson within the story.? Stories have the greatest effect on
communicating corporate culture when they describe real people, are assumed to be true,
and are known by employees throughout the organization. Stories are also prescriptive—

th:}' advise pcopl: what to do or not to do.2?

ORGANIZATIONAL LANGUAGE

T‘hf I:l.nguz.gc DF l‘hc WkaP]acc SPans vDIumcS lbour &IC Compln};'s Cu]tuff. HD“' om PIO}'—
ees talk to cach other, describe customers, express anger, and greet stakeholders are all verbal
symbaols of cultural values. The language of culture is apparent at The Container Store,
where emplayees compliment cach other about “being Gumby,” meaning that they are be-
ing as flexible as the oncc-popu]ar green oy to ]'LCIFI a customer or another cmp|o}-‘::_u
Language also highlights values held by orpanizational subcultures. Consultants working at
Whidpool kept hearing employees talk about the appliance company’s “PowerPoint cul-
ture.” This phrase, which names Microsoft’s presentation software, implied that Whirlpool
has a hierarchical culture in which communication is one-way (from executives to
cmp|o}'ccs].2"

RITUALS AND CEREMOMNIES
Rituals are the programmed routines of daily orpanizational life that dramatize an organiza-

tion's culture 26 Th:}' include how visitors arc grcct:d, how often scnior cxecutives visit sub-
ordinates, how people communicate with each other, how much time employees take for
lunch, and so on. These rituals are repetitive, predictable, events that have symbolic mean-
ing of underlying cultural values and assumptions. For instance, BMWs fast-paced culture
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is quite literally apparent in the way employees walk around the German automaker’s of-
fices. “When you move through the corridors and hallways of other companies’ buildings,
people kind of crawl, they walk slowly,” observes a BMW executive. “But BMW people tend
to move faster.”” Ceremonles are more formal arifacts than rituals. Ceremonies are
planned activities conducted specifically for the benefit of an audience. This would include
publicly rewarding (or punishing) cmployees or celebrating the launch of a new product or

newly won contract.

PHYSICAL STRUCTURES AND SYMBOLS

Winston Churchill once said: “We shape our buildings; thereafter, they shape us."® The
former British Prime Minister was reminding us that buildings both reflect and influence an
organization’s culture, The size, shape, location, and age of buildings might suggest a com-
pany’s emphasis on teamwork, environmental fricndliness, hicrarchy, or any other set of
values.” Consider Mars Inc.. one of the world's largest food manufacturers (Uncle Ben's
rice. M&M s candy, Pedigree pet food, etc.). The privately held company’s low profile (some
say sccretive) culture is evident from its nondescript head offices in most countries. Mars™
head offices in the United K.ingdom and Canada are buried in manufaclu.r[n.g p|s.nti, with
only small signs indicating the company name and even less indication that the corporate
chiefs are located there. Its global head office in Virginia could easily be mistaken for an
upscale brick warchouse. There is no corporate identification at all, just a “private property”
sign. Mars” head office is so low profile that locals call it the Kremlin, and the chairman of
Nestlé once thought he arrived at the wrong address when visiting his major competitor.™

Even if the building docsn’t make much of a statement, there is a treasure trove of physi-
cal artifacts inside. Diesks, chairs, office space, and wall hangings (or lack of them) are just a
few of the items that might convey culrural meaning.?! Consider the physical artifacts that
you might notice when visiting the headquarters of Mother. Housed in a converted ware-
house in an artsy district of London, the United Kingdom’s largest independent creative
agency has open space meeting areas, separated only by dividers made of hanging strips of
opaque plastic. The top floor of Mother's offices is one room dominated by a massive, rect-
angular concrete table, around which dozens of staff work. Each of these physical arifaces
alone might not say much, but put cnough of them together, and you can see how they
symbolize Mother’s edgy creative culture with a strong team orientation. ¥

Is Organizational Culture Important?

4 LO143

the benafit of an audiance.

Daes organizational culture improve organizational effectiveness? Ginni Rometty thinks so.
“Culture is your company’s number one assct,” states the CEO of IBM. Quicken Loans
CEO Bill Emerson agrees. “The Na. 1 th.ing is culture,” he said rcn:ndy. to apls.[n why the
Detroit-based finance company grew 133 percent the previous year. “It allows us to move
very quickly and react very quickly in making business decisions."** Many writers of popular
press management books also assert that the most successful companies have strong cultures.
In fact, one popular management book, Built e Last, suggests that successful companies are
“cult-like” (though not actually cults, the authors are careful to point out).™

So, arc companics more cffective when they have a strong culture? Possibly, but rescarch
evidence indicates that it depends on a few conditions.*® Before discussing these
contingencies, let's examine the meaning of a “strong” organizational culture and its
potential benefits. The strength of an organization’s culture refers to how widely and deeply
employees hold the company’s dominant values and assumptions. In a strong organizational
culture, most employees across all subunits understand and embrace the dominant values.
These values and assumptions are also institutionalized through well-established artifacts,
which further entrench the culture, In addition, strong cultures tend to be long-lasting; some
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can be traced back to the values and assumptiuns cstab].ishcd by the compm}r‘s fou.ndcn In
contrast, companies have weak cultures when the dominant values are held mainly by a few
peaple at the top of the organization, are bardy discernible from artifacts, and are in flux.

Earlier in this chaptcr, we said that companies with stronger cultures are potmr.i.ﬂ'ﬂj
more effective, and this potential occurs through the three important functions listed in
Exhibit 14.3 and described below:

1. Contral system. Organizaﬁonal culture is a d-ncply embedded form of social contral
that influences employee decisions and behavior.” Culrure is pervasive and operates
nonconsciously. Think of it as an automatic pilot, nonconsciously directing employees
s0 their behavior is consistent with organizational cxpectations. For this reason,
some writers describe organizational culture as a compass that points everyone in
the same direction.

2. Social glwe. Organizational culture is the social glue that bonds people together and
makes them feel part of the orpanizational experience.® Employees are motivated o
internalize the organization’s dominant culture because it fulfills their need for social
idcnti.t_\f. This social g||.|.c attracts new staff and retains top Pl:rﬁ:m'nl:rs_ It alsa be-
comes the common thread that holds employees together in global erganizations,
“The values of the company are really the bedrock—the glue which holds the firm
together,” says Nandan Nilckani, the head of the government of Indias technology
committee and former CEO of Infosys. ™

3. Semse m.n'-"l'ng, Drga.niznl.ional culture |1c|pr: :mp|uync.s make sense of what gocs an
and why things happen in the company.® Corporate culture also makes it easier for
them to understand what is expected of them. For instance, research has found that
sales employees in companies with stronger organizational cultures have clearer role
perceptions and less role-rclated stress. 1

CONTINGENCIES OF ORGANIZATIOMNAL

CULTURE AND EFFECTIVEMNESS

Studies have found only a moderately positive relationship between culture strength and
organizational effectiveness. Why is there such a weak link? The answer is that strong
cultures improve urg:miza.tion.al effectiveness only in spnciﬁc conditions (see Exhibic 14.3).

EXHIBIT 14.3 Potential Benefits and Contingencles of Culture Sirength

» Whether culture content fits the

environment
= Moderate, not culi-like, strength
= An adapfive culture
Functions of —
strong cultures .
» Control system 4 » Organizational
« Social glue performance

« Sense making + Employee well-being
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Three important contingencies are whether the culture (1) is
aligned with the envirc (2) is moderately strong, not cult-
like, and (3) incorporates an adaptive culture.

Culture Content Is Aligned with the External Environ-
ment The benefits of a strong culture depend on whether the
content of that culture—its dominant values and assumptions—is
aligned with the external envi Compani quire an
employee-centric culture in envi where business success de-
pends mainly on employce talent, whereas an efficiency-focused cul-
ture may be more critical for companies in environments with strong

competition and standardized products. If the dominant values are
congruent with the environment, then employees are more likely to

Wesfarmers Ltd., Australia’s largest conglomerate and one of

the country’s most rgspacmd businasses, acquired Colesa few engage in behaviors that improve the organization’s interaction with
years ago and has since transformed the suffering food retailer 1o hvironment. But when the domi vl s aimened

?mn athriving competitor. Along with injecting new investment, with the environment, a strong culture encourages behaviors that
ideas, and leadership, Wesfarmers injected its own culture to an e e izations connection with its sakehalders.

make Coles mora successful. “One of the very significant things =
that Wesfarmers brings (to Coles) is a very strong performance
cultura,” says Wesfarmars CEQ Richard Goyder. Stuart Machin,

For example, a page or two ago we noted that Coles became a
successful competitor in the Australian retail food industry after it
pbas oy was acquired by Wesfarmers, which injected a strong culture

onl of thrse 3 S g Coles, around performance and customer service. Wesfarmers is a highly

agrees. "We realized one of the most important parts of the 3 A fan conglomerate, but it d o Rttate o
g é S successful Australian locsn the sam,
transformation plan was our people and culture,” he explains: Ehmdinall e s g (food, hard b ctale oF

fice supplies, insurance, fertilizers, mining, and so on). Instead,
Wesfarmers ensures each company maintains a strong culture around the values that matter
most for that industry and its stakcholders. “It would be a huge mistake if we tried to
imposc one culture over all these busi " Goyder explains. “Bunnings and Coles have to
be customer-centric, whereas our coal business has to be absolutely focused on safety."*

Culture Strength Is Not the Level of a Cult A second contingency is the degree
of culture strength. Various experts suggest that companies with very strong cultures (i.c.,
corporate “cults”) may be less effective than companies with moderately strong cultures.
One reason corporate cults may undermine organizational cffectivencss is that they lock
people into mental models, which can blind them to new opportunities and unique prob-
lems. The effect of these very strong cultures is that people overlook or incorrectly define
subtle misalignments between the organization’s activities and the changing environment.

The other reason very strong cultures may be dysfunctional is that they suppress dissent-
ing subcultures. The challenge for organizational leaders is to maintain not only a strong
culture but one that allows subcultural diversity. Subcultures encourage constructive con-
flict, which improves creative thinking and offers some level of ethical vigilance over the
dominant culture. In the long run, a subculture’s nascent values could become important
dominant values as the environment changes. Corporate cults suppress subcultures, thereby
undermining these benefits.

Culture Includes an Adaptive Culture A third factor determining whether
adaptive culture cultural strength improves organizational effectiveness is whether the culture content in-
An organizational culture In cludes an adaptive culture.* Zappos, which we described at the beginning of this chapter,
which employees are receptve seems to have an adaptive culture because its culture emphasizes embracing change, creativity,
to change, Including the ongoing

open-mindedness, growth, and learning. Organizational leaders across many industries

alignment of the organization to z % g £ = - BT
s and incr gly view an adaptive culture as an important ingredient for the organization’s
improvement of internal long-term success. “At the end of the day, you have to create a culture that not only accepts
processes. change but secks out how to change,” emphasizes General Motors CEO Dan Akerson. “It’s
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critically important that we inculcate that into our culture.
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IS CORPORATE CULTURE AN OVERUSED PHRASE!?

Corporate culture is probably ona of the mast frequantly uttered
phrases in organizations these days. That's quita an accomplish-
ment for two words that were rarely paired togethar prior to
1982.° Executives say they have crafted the company's culiure to
afttract top talent and bettar serve clients. Job applicants have
made arganizational culture ona of tha top factors in thair deci-
sion whethar to join the company. Journalists routinely blama
corporate culture for business failures, deviant activities, and
quirky employea conduct.

This chapter offers plenty of ammunition to defend the argu-
ment that organizational culture explains employae decisions
and behavior. A strong culture is a control system that directs
employee decisions and behavior. It is, aftar all, the “way we do
things around here.” Tha underlying assumptions of a company’s
culture further guide employee behavior without conscious
awaraness. A strong culture also serves as the company’s “social
glue,” which strengthens cohesion among employeas. In other
words, employees in strong culiures have similar beliefs and values,
which in turn increase their motivation to follow the corporate herd.

Organizational culture can be a useful concept to explain
workplace activities, but some OB experts argue that the phrasa
is overusad. To begin with, corporata culture is usually presented
as a singular thing within the company: one brand, one CED,
one cultura. This prasumption of a homogenaous culture—in
which every employee understands and embraces the same few
dominant values—ijust doesn’t exist. Every organization has a
fragmented culture to varying degrees. Furtharmore, many em-
ployees angage in fagades of conformity. They pretend to live the

company’s values but don't actually do so bacause they don't
believe in them.® Fragmentation and fagades suggest that cultura
i not & singular force field that manipulates people like mindlass
robots. Instead, employeaes ultimately make decisions based on a
variety of influences, only one of which is the orpganization’s
shared (or espoused) values and assumptions.

Anothar argument that indicates corporate culture is over-
used to explain the workplace is that values don't drive behaviar
as oftan as many peopla belisve. Instead, employees turn to
thair values to guide behavior only when they are reminded of
thair values or when the situation produces fairly obvious con-
flicting or questionable dacisions.*® Most of tha time, front-line
staff parform their jobs without much thought to their values.
Their decisions are usually technical rathar than values-based
matters. As such, corporate culture has a fairly paripheral role
in the workplace.

A third problem is that organizational culture is @ blunt instru-
ment for explaining workplace behavior and for recommanding
how to change those bahaviors. "Fix the culture” is almost mean-
ingless bacause the problems prompting this advice could be due
o any numbar of artifacts. Furthermora, some problems atiributed
to & poor corporate culiure may be due to more mundane and
precise dysfunctions—unintended conseguences of poorly
designad rawards, ineffective leadarship, misalignad corporata
strategy, biased information systems, and a host of other condi-
tions. Rathar than blame the company’s cultura, we should pay
mare attantion to spacific systems, structures, behaviors, and
attitwdes that explain what went wrong.

What docs an adaptive culture look like? Employees who embrace an adaptive culture

view the organization’s survival and success in terms of ongoing adaptation to the external
cnvironment, which itself is cnnti.nu.ousl}r clu.ng[ng_ Thc'y assume that their future d:pcm:'s
on monitoring the external environment and serving stakcholders with the resources
available. Thus, employees in adaptive cultures see things from an open-systems perspective
and take responsibility for the organization’s performance and alignment with the external
environment (see Chapeer 1).

In an adaptive culture, receptivity to change extends to internal processes and roles.
Employees believe that satisfying stakeholder needs requires continuous improvement of
internal work processes. They also recognize the importance of maintaining flexibility in
their own work roles. The phrase “That’s not my job” is found only in nonadaptive cultures.
Finally, an adaptive culture has a strong learming orientation, because being receptive to
change necessarily means that the company also supports action-oriented discovery. With a
||:sming orientation, cmp|o}rus welcome new h:xrnin.g opportunitics, a.cti\n:hr experiment
with new ideas and practices, view reasonable mistakes as a natural part of the ].ca.ming pro-
cess, and continuously question past practices (see Chapter 7).
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Barclays’ chair, CED, and other execuiives departed when the
bank was found guilty of rigging interest rates (known as the
Libor scandal). Antony Jenking, the British bank’s incoming
CEQ, acted quickly to instill a new cultura with higher ethical
standards. In 2n a-mail to all 140,000 Barclays staff, Jankins
(shown hare) introduced the naw values (raspact, integrity,
servica, excallance, stewardship) and wamad against tha

ORGANIZATIONAL CULTURE AND
BUSINESS ETHICS

An organization’s culture influences the ethical conduct of its
employees. This makes sense because good behavior is driven
by ethical values, and ethical values become embedded in an
organization’s dominant culture. The opposite is equally true.
Consider the recent unraveling of News Corporation, the
media giant that owns the New York Post, The Wall Strect
Journal, Fox Broadcasting, 20th Century Fox, and numerous
other media around the world. Critics claim that for many
years some of News Corp.’s news tabloids have had a culture
that rewards aggressive, partisan, and sensationalistic tactics.
This culture may have uncovered news, but it allegedly also
pushed some segments of the company over the ethical line,
including illegally hacking into the phones of celebrities,
victims, and politicians.

Although News Corp.'s leaders claimed the problem was
limited to a few deviant employees, a British parliamentary
committee (among others) concluded that the wrongdoing was

bank's tendency “to pursua short-term profits at the expense

of the values and reputation of the organization."He also gava
blunt advice to those who don't upheld Barclay's ethical cultura.
“Thare might be some who den't feal they can fully buy into an
approach which so squarely links performance to the uphalding
of gur values,” Jenkins wrote. My message to those people is
simpla: Barclays is not the place for you. The rulas have
changed. You won't fael comfortable at Barclays and, to be
frank, we won't feal comfortable with you as colleaguas.™

caused by a wayward culture that “permeated from the top
throughout the organization.” As one journalist summed up the
situation: “Phone hacking is done by employees within the cor-
porate culture of ‘whatever it takes.”™ The point here is that
culture and ethics go hand-in-hand. To create a more ethical
organization, leaders need to work on the enacted culture that
steers employee behavior

Visit connect.mcgrawhill.com for activities and test questions to
help you learn about merging organizational cultures.

A connect

Merging Organizational Cultures

4C Corporate Culture Clash and Chemistry is a company with an unusual name and man-
date. The Dutch consulting firm helps clients determine whether their culture is aligned
(“chemistry™) or incompatible with (“clash”) a potential acquisition or merger partner. The
firm also Comparcs the mmpmy} culture with its strategy. There should be p]:‘nty of demand
for 4Cs cxpertise. One study cstimated that on])' half of the corporate acquisitions add value,
whercas two other studies report that Dn]y 30 percent of these acquisitions pruduc: financial
gains.n Meanwhile, mergers have a substantial d'l_:rup‘tivc cffect on the organirations involved,
often ]cad[ng to ncglcn:ird strabegy, cmp]oycr stress, and custormer curnp]a.i nts.

Mergers and acquisitions fail partly because corporate leaders are so focused on the
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financial or marketing logistics of the merging organizations that they neglect to conduce
due-diligence audits on their respective corporate cultures.’® Some forms of integration may
allow successful mergers between cDmpa.nics with different cultures. Howc'\ﬂ:r, research
concludes that mergers typically suffer when organizations with significantly divergent cor-

porate cultures merge into a single entity with a unified strong culture. 5
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For example, Bank of America (BofA) hastily acquired Merrill Lynch during the great finan-
cial crisis. Whereas BofA's “Main Street” culture is about serving middle America with broad-
based accessible services, Merrill Lynch had a much more axclusive culture, catering to wealthy
dlients. Consistent with these divergent client orientations, BofA’s culture embraces cost offi-
ciencies and penny pinching, whereas Merrill Lynch had more of an “entitlement”™ culture that
:ncouragu:l |:|u.g spcnding and b[ggcr bonuses. To illustrate, in spite ol-diccom.pm}':: staggering
losses during the previous year, Merrill Lynch’s CEO spent more than $1 million renovating his
office, hired an executive with a £25 million signing bonus, and handed oue billions in bonuses.
BofA’s culture is also more cantious and burcancratic, requiring more signatures and highcrlcvd
authority, whereas Merrill Lyndhs “thundering herd” culture was more agpressive, entreprencur-
ial and, some say; more likely to venture into ethically questionable territory.*

BICULTURAL AUDIT

Organizational leaders can minimize these cultural collisions and fulfill their duty of duc dili-
pence by conducting a bicultural audic. A blcultural audit diagnoses cultural relations be-
tween the companies and determines the extent to which cultural clashes will likely occur. The
bicultural audit process begins by identifying cultural differences between the merging compa-
nies. Next, the bicultural audit data are analyzed to determine which differences between the
two firms will result in conflict and which cultural values provide common ground on which
to build a cultural foundation in the merged orpanization. The final stage involves identifying
strategies and preparing action plans to bridge the rwo organizations’ cultures.

SABMiller ple and Molson Coors Brewing Company relied on a bicultural audit prior to
Fnrm.[n.g their joint venture, MillerCoors. The due di][gcncc anslysj_: revealed that the two
companies had different working styles but similar employee goals. The biculeural audit also
helped SABMiller and Malson Coors executives discover cultural differences and therehy
anticipate potential culture clashes in the joint venture.”

STRATEGIES FOR MERGING DIFFERENT
ORGANIZATIONAL CULTURES
bicultural audit

A of dt TyEr ] In some cases, rh:lbicultursl audit resules f.n a decision to end merger talks b:!:a.usc 13|'|.: two
relations between compantes and || cultures are too different to merge effectively. However, even with substandally different
determining the extent to which cultures, two companics may form a workahle union [I-d'u:y apply the appropriate merger
TETE L e strategy. he four main strategies for merging different corporate cultures are assimilation,

deculturation, integration, and separation (see Exhibit 14.4).%

EXHIBIT 14.4 Strategles for Merging Different Organizational Cultures

MERGER STRATEGY DESCRIPTION WORKS BEST WHEN:
Assimilation Acquired company embraces Acquired firm has a weak cultura.
acquiring firm's culture.
Deculturation Acquiring firm imposes its culture on Rarely works—may be nacessary only whan
unwilling acquired firm. acquired firm's culture doesn't work but
amployeas don't realize it.
Integration Marging companies combina the two or Existing cultures can ba improved.
mora cultures into @ new compaosite cuktura.
Separation Marging companies remain distinct entities Firms operate successfully in diffarent
with minimal exchanga of culture or businesses requiring different cultures.

organizational practicas.

Somres: Based on ideas in A. R. Maleksedeh and & Nahavands, “Making Mergers Work by Managing Cultures,” Jowrmal of Busines Stmatepy 11 (May-June 1990),
pp. 53-57; K. W Smith, “A Brand-New Cubture for the Merged Firm.” Mergerr and Acquisitions, 35 (June 2000), pp. 43-50.
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Southwest Airfines has maintainad
a strong customer-focused and
fun-loving culture as it grew to
become America’s largest airline
for domestic travel. But most of
that growth occurred organically,
whereas cultural assimilation
practices were naeded to
assimilate employees at recently
acquirad AirTran Airways into the
“Southwest Way.” AirTran Airways
executive vice president and chief
commercial officer Bob Jordan
believes the and popularity

of Southwest’s culture has assistad
this assimilation process. “It’s
helpful that Southwest has a great
cultural reputation,” says Jordan =

Part Four Organizational Processes

Assimilation Assimilation occurs when employees at the acquired company willingly
embrace the cultural values of the acquiring organization. Typically, this strategy works best
when the acquired company has a weak, dysfunctional culture and the acquiring company’s
culture is strong and aligned with the external environment. The cultural assimilation strat-
egy seldom produces cultural clashes, because the acquiring firm’s culture is highly respected,
and the acquired firm's culture is cither weak or relatively similar to the other culture.

Deculturation Assimilation is rare. Employees usually resist organizational change,
particularly when they are asked to throw away personal and cultural values. Under these
conditions, some acquiring companies apply a decultunation strategy by imposing their cul-
ture and business practices on the acquired organization. The acquiring firm strips away
artifacts and reward systems that support the old culture. People who cannot adopt the ac-
quiring company’s culture often lose their jobs. Deculturation may be necessary when the
acquired firm'’s culture doesn’t work, even when employees in the acquired company aren't
convinced of this. However, this strategy is difficult to apply cffectively, because the acquired
firm’s employees resist the cultural intrusions from the buying firm, thereby delaying or
undermining the merger process.

Integration A third strategy is to combine the two or more cultures into a new com-
posite culture that preserves the best features of the previous cultures. Integration is slow and
potentially risky because there are many forces preserving the existing cultures. Still, this
strategy should be considered when the companies have relatively weak cultures or when
their cultures include several overlapping values. Integration also works best when people
realize that their company’s existing culture is ineffective, which motivates them to adopt a
new sct of dominant values.

Separation A separation strategy occurs when the merging companies agree to remain
distinct entities with minimal exchanges of culture or organizational practices. This strategy
is most appropriate when the two merging companies are in unrelated industries or operate
in different countries, because the most appropriate cultural values tend to differ by
industry and national culture. This strategy is also relevant advice for the corporate cultures
of diversified conglomerates. A cultural separation approach is rare, however. Executives
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in acquiring firms usua")r have diﬁ?lcull}r kl:cping their hands off the acquircd firm.
According to one estimate, only 13 percent of mergers leave the acquired company as a
stand-alone unit.”®

Changing and Strengthening Organizational Culture

4 LO14-5

EXHIBIT 14.5

Is it pnssibh: to chan.gc an olganizatinn's culture? Yes, but duing s0 isnt casy, the cha.n.gt
ran:ly OCCUES qu.idcl}s and often the culture ends up d'lxng:mg (or n:placing) corporate lead-
crs. A fow cxperts argue that an Drga.n.iza(icm’s culture “cannot be rrnna.g:d.” 50 attempiing
to d‘la.ngc the compa.n}r‘s wvalues and assumptions is a waste of time.®? This may be an ex-
treme vicw, but orgmixa.tiunal culture cxperts gcncmlly agree that dj.anging an organiza-
tion’s culture is a2 monumental challenge. At the same time, the external cnvironment
changes over time, so organizations need to shift their culture to maintain alignment with
the emerging environment.

Chver the next few papes, we will highlight five strategies that have had some success at
altering corporate cultures, These strategies, illustrated in Exhibit 14.5, are not exhaustive,
but cach seems to work well under the right circumstances,

ACTIONS OF FOUNDERS AND LEADERS

An organization’s culture begins with its founders and leaders.®! You can see how leader-
ship has influenced the organizational culture of Zappos, which we described at the
beginning of this chapter. Tony Hsich (originally an investor, and later CEQ) paid close
attention to the company’s values, which reflected his and the company’s founders values.
The importance of leaders on culture was explained in the discussion of transformational
leadership as well as authentic leadership in Chapter 12. In each of those models, leaders
base their words and actions on personal values, and those values potentially become a
reflection of the organization’s values. However, arguably the most influential leader in an




411

s
[

“You scem ntelligene, capable, level-headed and mature.

Part Four Organizational Processes

organization’s culture is the company founder. Founders form their organization’s culture
during its early stages and introduce ways to make that culture “stick.”® They are often
visionaries who provide a powerful role model for others to follow. The company’s culture
sometimes reflects the founder’s personality, and this cultural imprint can remain with the
organization for decades. The founder’s activities are later retold as organizational stories
to further reinforce the culture.

However, as Tony Hsich discovered at an carlier company he cofounded, an organiza-
tion’s culture can drift away from the founder’s values, so leaders muost continuously moni-
tor and reinforce the desired values. This advice was recently echoed by Bill Emerson, CEO
of Quicken Loans. “If you don't spend time to create a culture in your organization, one
will ereate itsclf,” warns Emerson. “And the one that creates itself is probably not going to
be good."™

ALIGN ARTIFACTS WITH THE DESIRED CULTURE

Artifacts represent more than just the visible indicators of a company’s culture. They are also
mechanisms that Jm:p the culture in p|ay:t or shift the culture to a new set of values and
assumptions. As we discuss in the next d‘laptcr on organ[z,ational d'langt, systcms and struc-
tures are powerful mechanisms to support the desired state of affairs. These systems and
structures arc artifacts, such as the workpla.cc layuut. reporting structure, office rituals, type
of information distributed, and |an.gua.g: that is reinforced or :l[scour:.gtd_ Corporat:
cultures arc also altered and strengthened through the artifacts of stories and behaviors.
According to Max De Pree, former CEO of furniture manufacturer Herman Miller Inc.,
every organization needs “tribal storytellers” to keep the organization’s history and culture
alive ® Leaders play a role by creating memorable events that symbolize the cultural values
they want to develop or maintain.

INTRODUCE CULTURALLY CONSISTENT REVWARDS
AND RECOGNITION

Reward systems and informal recognition practices are artifacts, but they deserve separate
discussion because of their powerful effect on strengthening or reshaping an organization’s
culture.* For example, to change Home Deport’s freewheeling culture, Robert Nardelli
introduced precise measures of corporate performance and drilled managers with weekly
performance objectives related to those metrics. A two-hour weekly conference call became
a ritual in which Home Depot’s top executives were held accountable for the previous week’s
goals. These actions reinforced a more disciplined (and centralized) performance-oriented

culoure

SUPPORT WORKFORCE STABILITY AND
COMMUNICATION

An organization’s culture is embedded in the minds of its em-
ployees. Organizational stories are rarely written down; rituals
and ceremonies do not usually exist in procedure manuals; or-
ganizational metaphors are not found in corporate directories.
Thus, a strong culture depends on a stable workforce. Work-
force stability is also important because it takes time for em-
ployees to fully understand the organization’s culture and how
to enact it in their daily work lives. The organization’s culture

That's a shame becanse | was really hoping you'd fit in here.* can literally disintegrate during periods of high tumover and
Gradit- Capyright © Randy Glasberpen, www.glasberpen.cam. precipitous downsizing, because the corporate memory leaves
Feeprinted with permision. with these employees. Along with workforce stability, a strong
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organizational culture depends on a workplace where employees regularly communicate
with cach other. This ongoing communication cnables employees to develop a shared
language, storics, and other artifacts.

Workforce stability and communication are key reasons Zappos has a strong culture.
The online shoe and apparel company maintains a low rate of employee turnover due to
an award-winning supportive work environment. Department managers regularly engage
in team-building activities. The company holds frequent meetings and events with all seaff
(sometimes even shutting down the call center), so employees can talk with cach other
and experience their shared values. Zappos even designed its new head office (a former
Las Vegas city hall) so employces necessarily intermingle with coworkers from other
departments.

USE ATTRACTION, SELECTION,AND
SOCIALIZATION FOR CULTURAL “FIT"

The opening case study to this chapter emphasized that the most important strategy to
maintain a strong corporate culture at Zappos is attracting and sclecting applicants whose
values fit the company’s culture, and to provide further cultural socialization to the new
hires. This process, along with weeding out people who don't fit the culture, is explained by
attraction-sclection-attrition (ASA) theory.”” ASA theory states that organizations have a

Organizational Culture
During the Hiring Process”
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natural tendency to attract, select, and retain people with values and personality characteris-
tics that are consistent with the organization’s character, resulting in a more homogeneous
organization and a stronger culture.

»  Asmtraction. Job applicants engage in self-selection by avoiding employment in
companies whose values seem incompatible with their own values. They look
for subtle artifacts during interviews and through public information that commu-
nicate the company’s culture. Some organizations encourage this self-selection by
:}ctivriy dﬁcril)[ng their cultures. At Reckitt Benckiser, for instance, app|ic:1ntj can
complete an online simulation that estimates their fit with the British household
products company’s hard-driving culture. Participants indicate how they would
respond to a series of business scenarios. The exercise then calculates their cultural
fit score and asks them to decide whether to continue pursuing employment with
the company.5?

»  Selection. How well the person “fits” in with the company’s culture is often a factor in
deciding which job applicants to hire. Companies with strong cultures often put ap-
plicants through several interviews and other selection tests, in part to better gauge
the applicant’s values and their congruence with the company’s values.™ At Strange-
|oop N:tworks. for mmp]c, job app]ics.nts are assessod Iw several :mp|o}rn:s1 not
just by the founders. “It is a good feeling to be involved in the hiring process,” says a
software developer at the company in Vancouver, Canada. °I think [ feel about the
culture the same way the CEO of the company does. It will grow the same way
everyone here feels and wants it to.”!

*  Anrition. People are motivated to seck environments that are sufficiently congruent
with their personal values and to leave environments that are a poor fit. This occurs
because person—organization values congruence supports their social identity and
minimizes internal role conflict. Even if employees aren’t forced out, many quit
when values incongruence is sufficiently high.”™*

Visit connect.megrawhill.com for activities and test questions to
help you learn about organizational socialization.

Organizational Socialization
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organizational socialization
The process by which individualz
learn the values, axpected
bahaviors, and sockl knowladge
necessary to assume their roles
In the organizaton.

Along with their use of attraction, sdection, and aterition, organizations rely on organiza-
tional socialization to maintain a strong corporate culture, Otganizational sodallzation is
the process by which individuals learn the values, expected behaviors, and sodial knowledge
necessary to assume their roles in the organization.”™ This process can potentially change
employee values to become more aligned with the company’s culture. However, changing an
employee’s personal values is mouch more difficult than is often assumed, because values are
fairly stable past an individual’s young adulthood. More likely, effective socialization gives
newcomers clearer understanding about the company’s values and how they translate into
specific on-the-job behaviors.™

Along with supporting the organization’s culture, socialization helps newcomers adjust to
coworkers, work pmc:duns, and other corporate realitics. Rescarch indicates that when
employees are effectively socialized into the organizaton, they tend to perform better, have
higher job satisfaction, and remain longer with the organization.™



psychological contract
The indrviduzls bellefs about
the tarms and conditions of a

between that persen and another
party (ypically an employer).
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ORGANIZATIONAL SOCIALIZATION AS A LEARNING
AND ADJUSTMENT PROCESS

Organizational socialization is a process of both learning and adjustment. It is a learning
process because newcomers try to make sense of the company’s physical workplace, social
dy'namics, and strategic and cultural environment. Thc'y learn abourt the organizat[cm’s per-
formance cxpectations, power d}rnamic.:, corporate culture, company |'|.[slory, and jargon.
They also need to form successful and satisfying relationships with other people from whom
lh:"v can learn the rl:lpci.ﬁ Thus, cffective socialization enables new :mp|uyt:s to form a
cognitive map of the physical, social, and strategic and cultural dynamics of the organization
without experiencing information overload.

Orpanizational socialization is also an adjustment process because individuals need to
adapt to their new work environment. They develop new work roles that reconfigure their
social identity, adopt new team norms, and practice new behaviors.™ The adjustment pro-
cess is fairly rapid for many people, usually occurring within a few months. However, new-
comers with diverse work experience seem to adjust better than those with limited previous
experience, possibly because they have a larger toolkit of knowledge and skills to make the
adjustment possible.”

ORGANIZATIOMNAL SOCIALIZATION AND
PSYCHOLOGICAL CONTRACTS

For 14 years, ]ohn Ka”[opnulos was a |0}'sl cmplo}rcu: at a major dcpartm:nt store chain.
The information technology (IT) expert was proud to be employed there, and he worked
hard to perform his job. Then, one day, he and other IT department employees learned that
management had outsourced the entire IT department. “All those feclings of loyalty went
away when we were shown the doon” recalls Kolliopoulos, who now works for an IT com-
pany. “Now | no longer have any sense of faith or trust in any employer.”®

John Kolliopoulos and his coworkers experienced the shock of having their psycho-
logical contract violated. The psychological contract refers to the individual’s belicfs
about the terms and conditions of a reciprocal exchange agreement berween that person
and another party (the employer, in most work situations). The psychological contract is
a perception formed during recruitment and throughout the organizational socialization
process about what the employee is entitled to receive and is obliged to offer the em-
ployer in return.®

Job applicants form perceptions of what the company will offer them by way of career
and learning opportunities, job resources, pay and benefits, quality of management, job
security, and so forth. They also form perceptions about what the company expects from
them, such as hours of work, continuous skill development, and demonstrated loyaley.
For example, John Kolliopoulos believed that his psychological contract included long-
term employment in return for hard work and loyalty to his employer. The psychological
contract continues to develop and evolve after job applicants become employees, but
lhc}' arc E]SD cont [nl.lol.lsl}f lcsti]'lg (hc :Tnplo)ﬂ:r"s fulﬁllmcnt OF (hat :xch ange
relationship.

Types of Psychological Contracts Seme psychological contracts are more trans-
actional, whereas others are more relational ® Transactional contracts are pri.rnarﬂy short-
term cconomic cxchanges. Responsibilities are well defined around a faidy narrow set of
obligations that do not change over the life of the contract. People hired in temporary
positions and as consultants tend to have transactional contracts. To some extent, new
employees also form transactional contracts until they develop a sense of continuity with the
arganization.

Relational contracts, on the other hand, are rather like marriages; they are long-term at-
tachments that encompass a broad array of subjective murual obligations. Employees with a
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relational psychological contract are more willing to contribute their time and effort without
expecting the organization to pay back this debt in the short term. Relational contracts are
also d)'namic, meaning that the partics tolerate and cxpect that mutual obl'l.galions are not
necessarily balanced in the short-run. Mot surprisingly, organizational citizenship behaviors
are more likely to prevail under relational than transactional contracts. Permanent employ-
ces are more likely to believe they have a rdational contract.

STAGES OF ORGANIZATIONAL SOCIALIZATION

Ohrganizational socialization is a continuous process, beginning long before the first day of
employment and continuing throughout one’s career within the company. However, it is
most intense when people move across organizational boundaries, such as when they first
join a company or get transferred to an international assignment. Each of these transitions
is a process that can be divided into three stages. Our focus here is on the socialization of
new cmp|0}rccs1 so the three stages are called prc—cmpluym:nt socialization, cncounter, and
role management (scc Exhibit 14.6). These stages parallel the individual’s transition from
outsider to newcomer and then to insider.®

Stage 1: Pre-Employment Socialization Think back to the months and weeks
before you began working in a new job (or attending a new schoal). You actively searched
for information about the company, formed expectations about working there, and
felt some anticipation about fitting into that environment. The pre-employment social-
ization stage encompasses all the learning and adjustment that occurs before the first
day of work. In fact, a large part of the socialization adjustment process occurs during
this stage,™

The main problem with pre-employment socialization is that outsiders rely on indi-
rect information about what it is like to work in the organization. This information is
often distorted by inherent conflicts during the mating dance between employer and
applicant.*® One conflict occurs between the employer’s need o attract qualified appli-
cants and the applicant’s need for complete information to make accurate employment
decisions. Many firms use a “Aypaper” approach, describing only positive aspects of the
job and company, which causes applicants to accept job offers from incomplete or false
expectations. Another conflict that prevents the accurate exchange of information occurs
when applicants avoid asking important questions about the company because they want
to convey a favorable image to their prospective employer. For instance, applicants usu-
ally don't like to ask about starting salaries and promotion opportunities because it

EXHIBIT 14.6 Stages of Organizational Socialization
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makes them seem gn:cdy or aggressive. Yet unless the CI'I'IPIDJICI plovidl:s this informa-
tion, applicams might fill in the missing details with false assumptions that plodl.l.cc an
inaccurate psychological contract.

Two other types of conflict tend to distort pre-employment information for employers.
Applj.cantj engage in impression management when sch!:in.g c1'n|:|J.|:v",'m|:|'1.t= and this tends to
motivate them to hide negative information, act out of character, and occasionally embellish
information about their past accomplishments. At the same time, employers are sometimes
reluctant to ask certain questions or use potentially valuable selection devices because they
might scare off applicants. Unfortunately, exapgerated résumés from applicants and reluc-
tance to ask for more delicate information causes employers to form a less accurate opinion
of the job candidate’s potential as an employee.

Stage 2: Encounter The first day on the job typically marks the beginning of the
encounter stage of organizational socialization. This is the stage in which newcomers test
how well their pre-employment expectations fit reality. Many companies fail the test, result-
ing in reality shock —the stress that results when employees perceive discrepancies berween
their pre-employment expectations and on-the-job reality.® Reality shock doesn’t necessarily
occur on the first day; it might develop over several weeks or even months as newcomers
form a better understanding of their new work environment,

Reality shock is common in many organizations.” Unmet expectations sometimes occur
because the cm.plo}rcr is unable to live up to its promises, such as Faili.ng to pmvidc d‘laﬂ:‘ng—
ing projects or the resources to get the work done. Reality shock also oceurs because new
hires develop distorted work expectations through the information exchange conflicts de-
scribed above. Whatever the cause, rcal.ity shodk impu:ll:‘s the socialization process because
the newcomer'’s energy is directed toward managing the stress rather than learning and ac-
cepting organizational knowledge and roles.®

Stage 3: Role Managemeni Role management, the third stage of organizational
socialization, really begins during pre-employment socialization, but it is most active as
employees make the transition from newcomers to insiders. They strengthen relation-
ships with coworkers and supervisors, practice new role behaviors, and adopr attitudes
and values consistent with their new positions and the organization. Role management
also involves resolving the conflicts berween work and nonwork activities, including re-
solving discrepancies between their personal values and those emphasized by the organi-
zational culture.

IMPROVING THE SOCIALIZATION PROCESS

One potentially effective way to improve the socialization process is through a realistic
Job preview (RJI*)—a balance of positive and negative information about the job and
work context.?* Un Furlu.na.tcly, as mentioned earlier, many Companics overpromise. Tl'lq'
often exagperate positive features of the job and neglect to mention the undesirable
clements in the hope that the best applicants will get
“stuck” on the organization.

In contrast, an RJP helps job applicants decide for
themselves whether their skills, needs, and values are com-
patible with the job and organization. Although R]Ps scare
away some applicants, they also tend to reduce tumaover
and increase job performance.® This occurs because RJPs
help applicants develop more accurate pre-employment
expectations, which minimize reality shock. The RJPs rep-
resent a type of vaccination, by preparing employees for
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Part Four Organizational Processes

Facebook has expanded
worldwide as its popularity has
increased. To maintain its unigue
culture. the social madia company
dispatches a “landing team” of
current employees to each new
site. The main objective of the
landing teams is “a transfer of
knowiedge and of culture to make
sure wa'ra spreading our own
unigue Facebook culture in
different offices around the world,
says a landing team membar who
opened the office in Hyderabad,
India. The landing team carafully
selacts applicants for their
compatibility with that cultura

and coaches newcomers on the
Facebook way of life.2

the more challenging and troublesome aspects of work life. There is also some evidence that
R]Ps increase organizational commitment. A possible explanation is that companies provid-
ing candid information are casier to trust. They also show respect for the psychological
contract and concern for employee welfare.”!

Socialization Agents Ask new employees what most helped them adjust to their
jobs, and chances are they will mention helpful coworkers, bosses, or maybe even friends
who work elsewhere in the organization. The fact is, socialization occurs mainly through
these socialization agents.”® Supervisors tend to provide technical information, performance
feedback, and information about job duties. They also improve the socialization process by

giving newcomers reasonably challenging first assig buffering them from excessive
demands, helping them form social ties with coworkers, and gencrating positive emotions
around their new work experience.

Coworkers are important socialization agents because they are casily accessible, can
answer questions when problems arise, and serve as role models for appropriate behavior.
New employees tend to receive this information and support when coworkers welcome
them into the work team. Coworkers also aid the socialization process by being flexible and
tolerant in their interactions with new hires.

Several organizations rely on a “buddy system,” whereby newcomers are assigned to
coworkers as sources of information and social support. Meridian Technology Centre in
Stillwater, Oklahoma, has a buddy system in the socialization of new staff members. Buddies
introduce new hires to other employees, give them campus tours, and generally familiarize
them with the physical layout of the workplace. They have lunch with employees on their
first day and meet weekly with them for their first two months. Cxtec, the networking and
voice technology company in Syracuse, New York, helps new staff meet other employees
through food. On the first Friday of cach month, new staff members take charge of the
doughnut cart, introducing themsclves as they distribute the morning snack to the company’s
350 employees.” Collectively, these practices help newcomers form social networks, which
are powerful means of gaining information and influence in the organization.



chapter summary

14-1 Desctibe the clements of organizational culture and
discuss the importance of organizational subcultures.

Organizational culture consists of the values and asumptions
shared within an organization. Shared assumptions are noncon-
SCIOUS, t:kcn-for—gr:mh:d perceptions or belicts that have waorked
so well in the past that they are considered the correct way to
think and act toward problems and opportunities. Values are sta-
ble, evaluative beliefs that puide our preferences for outcomes or
courses of action in a variety of situations.

Org:m]za.tiuns differ in their cultural conbent, that is, the rel-
ative ordering of values. There are several classifications of orga-
nizational culture, but they tend to oversimplify the wide variety
of cultures and completely ignore the underlying assumptions of
culture. Organizations have subcultures as well as the dominant
culture. Subcultures maintain the organization’s standards of
performance and ethical behavior. They are also the source of
emerging values that replace misaligned core values.

14-2  List four categories of antifacts through which corpe-
tate culture is deciphered.

Artifacts are the observable symbols and signs of an organiza-

tion's culture. Four broad categories of artifacts include organiza-

tional stories and legends, ritals and ceremonies, language, and

physical structures and symbols. Understanding an organiza-

tion's culture requires the asscssment of many mifam, because

th:)-' are subtle and often mbi.guuus.

14-3  Discuss the importance of organizational culture and
the conditions under which organizational colture

Organizational culture has three main functions: a form of social
ntrol, the “social glue” that bonds people together, and a way
o help employees make sense of the workplace. Companics with
strong cultures g:‘n:ls]])-' pcrﬁ:lrm better than those with weak
cultures, but only when the cultural content is appropriate for
the organization’s environment. Also, the culture should not be
so strong that it drives out dissenting values, which may form
emerging values for the future. Organizations should have adap-
tive cultures so that employees support ongoing change in the

organization and their own roles.

14-4 Compare and contrast five strategies for merging
otganizational cultures.

Orpanizational colture dashes are common in mergers and

acquisitions. This problem can be minimized by performing a

bicultural audit to dis.gnns: the Dumpalibility of the organiza-
tional cultures. The four main strategics for merging different
corporate cultures are integration, deculturation, assimilation,
and separation.

14-5 Describe five strategies for changing and strengthen-
ing an otganization’s cultute, including the applica-
tion of attraction-sclection-attrition theory.

An organization’s culture begins with its founders and leaders,
because they use personal values to transform the organiza-
tion. The founder’s activities are later retold as organizational
stories. Companies also introduce artifacts as mechanisms to
maintain or chmg: the culture. A related strategy is to intro-
duce rewards and recognition practices that are consistent
with the desired cultural values. A fourth method to change
and strengthen an organization’s culture is to support work-
force stability and communication. Stability is necessary be-
cause culture exists in :mp]uyccs_ Communication activitics
improve sh:l.r]n.g of the culture. Firla")-'. Companics strtngth:n
and change their culture by attracting and selecting applicants
with personal values that fit the company’s culture, by encour-
aging those with mL:aJ'Lgned values to leave the company, and
by engaging in organizational secialization—the process by
which individuals learn the values, expected behaviors, and
social knuw]:dg: necessary to assume their roles in the
organization.

14-6 Desctibe the otganizational socialization process and

Identify strategies to improve that process.
Organizational socialization is the process by which individuals
learn the values, expected behaviors, and social knowledpe neces-
sary to assume their roles in the organization. It is a process of
both ll:arn'mg and a.clju.itmcnl:. Dun'n.g this process, jul: app]l—
cants and newcomers develop and test their psychological
contract—personal beliefs about the terms and conditions of a
rccipmch :xd'l.m.g\: agreement between that person and another
party (the employer).

Employees typically pass through three socialization stages:
prc-cmph:l}rm:ﬂt, encounter, and role management. Ta manage
the socialization process, organizations should introduce realistic
job previews (RJPs) and recognize the value of socialization
agents in the process. These R]Ps give job applicants a realistic
balance of positive and negative information about the job and
work context. Socialization agents provide information and so-
cial support during the socialization process.
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