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RI rule 12 cal ls  for a unique culture for sustainable and competit ive success.  The
results of  this  culture wi l l  be motivated and product ive staff ,  innovat iveness and
adaptabi l i ty .  The company wi l l  be known external ly  as an employer of  choice  that
attracts and retains good staff  and minimises turnover.  A good,  strong,  and
dist inct ive culture wi l l  have ident i f iable posit ive effects for both employee outcomes
and the company’s  bottom l ine and thus can be seen as a key element of  a
company’s  competit ive success.  The CEO is  cr i t ical  in establ ishing or cont inuing,  and
embedding such a culture.
    
Locating the relevant research to test the rule  
RI  Rule 12 draws attent ion to the impact of  organisat ional  culture on employee
motivat ion,  product iv i ty ,  innovat iveness,  and ult imately f i rm performance.  Much has
been written on organisat ional  culture.  The research has typical ly  focussed on
def ining and measuring culture,  and understanding the mechanisms by which culture
is created,  maintained,  and changed.  However,   as a new management research area 
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The Ruthven Institute has developed 12 rules for business success.  Based on 45 years of analysis
of Australia’s top 1000 companies,    the Ruthven Institute has disti l led the essence of a winning
business strategy.  Research undertaken by the University of Melbourne between 1998 and 2001
supported many of these rules.  In this series,  the RI Hub examines the l iterature to assess the
validity and continuing relevance of these rules.  In each of the following sections,  the l iterature
is summarised, the key issues for implementation highlighted, and the questions for future
research identified.

"Our f inal  guidel ine for sustained success concerns corporate culture.  In
essence,  a unique organisat ional  culture is  necessary for several  reasons.  I t ’s  a
factor in attract ing good staff  and keeping them interested and progressing.
You want them to turn up each day – or at  least  most days – with a smi le on
their  face.  A unique culture encourages product iv i ty  and inspires creat iv i ty  at
al l  levels .  Created successful ly ,  a  unique culture joins innovat ion and IP as one
of the most important wealth-creat ing assets for a business,  even though
accounting standards mean they rarely f ind their  way onto a balance sheet.
Culture is  usual ly  a di f f icult  thing to pin down. I t  is  a lways a mixture of  values
(as every company should have)  and tradit ions (which aren’t  necessari ly
values) . "

Ruthven Inst i tute (2019) Business Success :  In Br ief  the 12 Golden Rules
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in the 1970s i t  depended on other more establ ished research tradit ions –
economics,  psychology,  anthropology,  sociology.  Each has i ts  own research foci  and
methods.  These antecedents meant cont inual  debates about what organisat ional
culture is ,  i ts  s igni f icance,  and the most effect ive ways to measure organisat ional
culture.  But ,  despite the concerns of  researchers about the robustness of  the
studies,  a widespread bel ief  persists among organisat ional  leaders and analysts that
culture matters.

Histor ical  reviews of  organisat ional  culture research have shown us the legacy of
these debates in the form of a mult ipl ic i ty  of  models.  But they also show a r ich
understanding of  what culture is .  The evolut ion of  standardized culture
measurement instruments provided breadth and comparat ive data,  whi le qual i tat ive
methods and a focus by some on indiv iduals or groups gave a deeper understanding
of the dynamics within organisat ions.  But the mult ipl ic i ty  of  models does not a l low
an easy understanding of  how it  a l l  f i ts  together,  and how good cultures may be
establ ished.

Indeed,  because researchers had such var ied interests in culture,  they also had
dif ferent perspect ives about what represented organisat ional  success .  Many were
concerned about opt imiz ing employee outcomes and the mental  health of
employees.  Others with the effect iveness of  organisat ions within their  social ,  as wel l
as their  economic sett ings.  In this  Research note we canvas the general i ty  of  the
l i terature but are part icular ly  focused on test ing the l ink between culture and long-
term f inancial  performance.  Many studies tested this in paral le l  with assessing for
employee outcomes.
 
Two separate research streams emerged around (1)  organisat ional  c l imate and (2)
organisat ional  culture.  Many management researchers have ignored the f ine
dist inct ions between the two,  seeing culture as longer last ing and more engrained in
the values and pract ices of  organisat ions,  and c l imate as associated with more
temporary employee att i tudes and motivat ion.  But ,  in the fol lowing discussion we
see crossovers between the two streams and that the dist inct ion ar ises more from
the underly ing discipl ine,  focus and approach of  the researchers.   Both have
contr ibuted to the understanding of  culture in organisat ions.
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See a recent study of  execut ives who were convinced about the importance of  culture (Graham et a l . ,  2021. )  and a
survey of  f inancial  analysts who bel ieved that culture was an important element dist inguishing high performing
companies (Kotter & Heskett ,  1992) .
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The history of organisation culture research
As previous Research Notes have descr ibed,  the 1970s and 1980s saw a s igni f icant
expansion in the research into what factors and decis ions resulted in improved
organisat ion performance and sustained competit ive advantage.  And as earl ier
research notes have out l ined,  many strategic management researchers focused on
establ ishing the basis of  competit ive advantage by ident i fy ing the opportunit ies and
threats within external  environments.  These researchers tended to assume
homogeneity of  internal  character ist ics of  f i rms in the same industry and immobi l i ty
of  important internal  resources between f irms.   These assumptions were chal lenged
by a second stream of strategic management researchers.  These researchers
concentrated on the internal  analysis  of  f i rms as required by the prevai l ing planning
models and abandoned the assumptions that the sources of  competit ive advantage
were only external .  They developed resources-based models to explain potent ia l
sources of  competit ive advantage ar is ing from dist inct ive internal  character ist ics
within f irms.  To meet the compet i t ive  advantage  test ,  those internal  resources
needed to be valuable,  rare,  unable to be imitated and not able to be subst i tuted.
Picking up on the widespread bel ief  among execut ives that culture mattered,  the
resource-based culture researchers combined an economic approach to f irm success
with organisat ional  studies research as they recognised the impact of  social
dynamics and indiv iduals ’  character ist ics within f irms.Thus,  management research
began to see organisat ional  culture as one such potent ia l  source of  competit ive
advantage (Barney,  1991) .
 
The earl iest  work on organisat ional  culture occurred within what became known as
the organisat ional  c l imate stream. Orig inat ing from within the psychology and later
industr ia l  psychology f ie lds,  this  work focused on understanding how the values and
behaviours of  indiv iduals developed and later intertwined with social  processes to
del iver a ‘culture ’ .  The work began in the 1930’s and 1940s as scholars sought to
understand how Nazism had ar isen and as mi l i tary organisat ions needed to bui ld
resi l ience and then adaptabi l i ty  after the end of  the war.  The focus of  this  ear ly  work
was on the indiv iduals  and as organisat ions as col lect ives of  indiv iduals .  

Ear ly  pioneers of  this  work included Lewin who used gestalt  psychology and a f ie ld
theory approach to develop cultural  types – autocrat ic ,  la issez fa ire and democrat ic  -
l inked to the values and behaviours of  their  leaders.  This work was taken over by
Likert  (1955) but in contrast  to Lewin,  he took a quantitat ive approach to measure
organisat ional   cultures  through a combinat ion of   survey  and  rat ing  systems  that 
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captured employee perceptions about their  jobs,  workplaces,  and their  leaders.
These systems are st i l l  widely used today.

The UK’s Tavistock Inst i tute has also been highly inf luent ia l  in highl ight ing the
importance of  culture.  Orig inat ing in WW2 with a focus on mental  health and
resi l ience for mi l i tary personnel ,  the Inst i tute used psychoanalyt ic  methods,
sociotechnical  systems theory,  and act ion research,  to show how culture and worker
empowerment can be a source of  improved mental  health and organisat ional
performance.   The Inst i tute ’s  E l l iot  Jacques is  credited with being the f irst  to apply
the concept of  culture to corporate organisat ions and to see i t  as an instrument of
changed performance ( Jacques & Tavistock Inst i tute of  Human Relat ions,  1951) .  But
unable to discern more hidden character ist ics of  workplaces,  Jacques (and Handy
later (1975)) ,  focused on establ ishing a product ive culture through ‘ improving ’
structure design,  task al locat ion and reward systems.  By varying the structure and
process elements within organisat ions,  Jacques sought to increase employee
motivat ion and engagement on the one hand and accountabi l i ty  on the other.

I t  was not unt i l  the late 1970s that the concept of  organisat ional  culture was taken
up ful ly  by management theorists .  The performance di f ferent ia l  between US
companies and their  Japanese counterparts spurred efforts to ident i fy  di f ferences in
management approaches,  including whether the di f ferent k inds of  cultures exhibited
by Japanese f irms,  contr ibuted to their  performance.  Their  focus was organisat ions,
or their  sub-units .  This change in focus – from the indiv idual  to the organisat ion -
meant a change of  approach.  Where organisat ional  c l imate had been derived from
col lect iv is ing the perceptions of  indiv iduals and measuring the impact of  work and
job character ist ics on their  motivat ion and product iv i ty ,  management researchers
sought organisat ion wide – top-down -analyses of  cultures and how it  af fected f irm
performance.  The survey methods,  whose val idity  at  the organisat ional  level  was
already cr i t ic ised,  provided insuff ic ient understanding or guidance to managers keen
to understand the key elements of  culture they needed to measure or change.
Anthropology and sociology became the inf luencing discipl ines as researchers
adopted their  methods to better understand these whole-of-organisat ion cultures;
that is ,  qual i tat ive methods that a l lowed a more in-depth descr ipt ion and
categorisat ion of  cultures.

This development was reinforced by the crossover between academics and
consultants and the use of  case studies to dist i l  lessons from successful  companies.
The  growth of  the Harvard model   and consult ing pract ices,   popular ised  interest  in  
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organisat ional  culture.  Four books publ ished in 1981 and 1982 ref lect  this  surge in
attent ion – Ouchi ’s  Theory z ;  Pascale and Athos ’  The Art  of  Japanese Management ;  Deal
and Kennedy ’s  Corporate Cultures ,  and Peters and Waterman’s In  Search of  Excel lence .
These authors highl ighted the role of  organisat ional  culture in successful  companies,
summaris ing their  f indings from their  consultancy work in the form of typologies of
cultures.  Not only did they bel ieve that cultural  factors played a cr i t ical  role in
determining organisat ional  outcomes,  but they also saw organisat ional  culture as
something that could be inf luenced or control led by execut ives.  In doing this they
art iculated what many execut ives bel ieved.
 
The di f f icult ies execut ives experienced in managing culture were also increasingly
recognised by researchers.  For example,  Schein (1985) ,  stressed the long-term
nature of  culture:  cultures could be stable and long- last ing even whi le organisat ion
structures and processes were changing.  And Cameron and Quinn (2011) noted that
as many as three quarters of  reengineering,  TQM, strategic planning,  and downsiz ing
efforts have fa i led or created problems serious enough to threaten the survival  of
the organisat ion.  They attr ibuted this to the fa i lure to attend to the paral le l  need to
change the culture of  the organisat ion.

At the same t ime,  the organisat ional  c l imate stream of research continued to stress
the impact of  workplace design – structures,  processes,  and leadership – on
employee job sat isfact ion,  motivat ion,  and product iv i ty  – and later – creat iv i ty ,  safety
consciousness,  qual i ty  and customer focus.

Schneider and Barbera (2014) c la im that both organisat ional  c l imate and culture
research streams focus on capturing the shared meaning employees attach to
dif ferent phenomena in the workplace.  Cl imate research focuses on the shared
meaning attached to pol ic ies ,  pract ices,  and procedures and the behaviours that get
rewarded,  supported,  and expected at  work.  By contrast ,  culture research focuses
on the shared meaning employees derive about the basic assumptions,  values,  and
bel iefs that underl ie their  experiences at  work,   as transmitted v ia myths and stor ies 
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3 Cameron and Quinn (2011) explain:  anthropology sees organisat ions as cultures,  whereas sociology sees organisat ions
as having cultures.  Further,  two di f ferent approaches to organisat ional  research developed.  The f irst  was a funct ional
approach (culture emerges from col lect ive behaviour)  and the second a semiot ic  approach that sees culture residing in
indiv idual  interpretat ions,  whereby indiv iduals and groups are enabled to make sense of  real i ty .  The two approaches
crossed discipl inary boundaries and so there have been those researchers who have been inf luenced by anthropology ’s
conceptions of  culture who have used a funct ional  approach;  others who have used the semiot ic  approach;  and
simi lar ly ,  with those inf luenced by the sociological  tradit ion.  The f irst  approach when adopted by those from within the
anthropology stream focus their  research on the col lect ive assumptions through observat ion of  subject ive factors,  with
culture seen as a dependent var iable that is  worthy of  understanding in i tsel f .  But when adopted by those from the
sociological  tradit ion,  the funct ional  approach leads to a research focus on col lect ive behaviour,  as measured by
object ive factors,  and culture is  seen as an independent var iable that predicts other outcomes.
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they hear,  especial ly  in their  social izat ion experiences to a new sett ing.  These
alternat ive perspect ives on a s imi lar ly  macro issue of  meaning emerged because of
the discipl ines from which organisat ional  c l imate and culture emerged.

In a review of  30 years of  culture research,  Giorgi  et  a l .  (2015) noted three major
areas of  research interest ,  in a l l  of  which mult i -direct ional  relat ionships have been
revealed:
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1.The re lat ionship between ident i ty  and cul ture .  Scholars general ly  agree that
culture affects ident ity  -  who we are and what we do – but are unclear
about how the relat ionship unfolds.  Some suggest that organisat ional
culture tends to support organisat ional  ident ity  stabi l i ty  and consistency
over t ime.  And others have pointed to culture as a potent ia l  source of
organisat ional  ident ity  change.  More empir ical  work is  needed to explain
more ful ly  how culture affects ident ity  and mechanisms that engender
both consistency and di f ference in l inks between identity  and culture at
di f ferent levels of  analysis .
2.  The re lat ionship between inst i tut ions and cul ture .  Organisat ions wi l l  often
claim a dist inct ive culture but in fact  many in the same inst i tut ional  f ie ld
or nat ional  sett ing wi l l  demonstrate the same character ist ics .  Weber
(2005) showed how global isat ion has led to a growing s imi lar i ty  in the
cultural  toolk i ts  of  German and US pharmaceutical  companies.  Inst i tut ions
can also affect  culture by imposing stabi l i ty  or prompting cultural  change.
Culture is  important in enabl ing actors to inf luence relevant audiences
through a process label led as cultural  entrepreneurship,  def ined as “ the
process of  story-tel l ing whereby a new venture ident ity  is  created in
pursuit  of  legit imacy and subsequent resource acquis i t ion”  (Weber,  2005:
29) .  The curat ing of  a culture also includes efforts at  guiding audience
assessments and prompting act ion through symbol ic  management and
sensemaking.
3.  The re lat ionship between cul ture and ‘how we do things ’ .  A lot  of  recent
culture research has focused on cognit ive processes or strategic decis ions
in the use of  culture.  And often researchers have seen culture and
pract ices as separate s i los or subsumed pract ices within their  conceptions
of culture (e.g. ,  Schein 1985) .  But Giorgi  et  a l .  (2015) argue,  that a focus
on pract ices – those standard operat ing procedures or rout ines that are
largely automatic – may better explain how and why culture inf luences
organisat ional  processes,  often without intent ional  planning or recognit ion
by actors.  Addit ional ly ,  changed pract ices can change cultures.



Giorgi  et  a l .  (2015) recognised that a better understanding of  how culture,  ident ity ,
inst i tut ions,  and pract ices are l inked would require a methodological  approach to
culture research even more diversi f ied than i t  has been to date,  and the use of  a
wider range of  empir ical  measures.  

Sackmann’s 2010 review of  organisat ional  culture research between 2000 and 2010
showed continued strong research interest .  Through this decade culture research
had become more global ised,  with only 20 percent of  the studies being US-based.
Part ly  this  has been prompted by those in emerging economies seeking to
understand how to accelerate development or improve the performance of  newly
emerging market organisat ions.  I t  is  through their  work ( for example,  X iaoming &
Junchen,  2012) we are reminded of  the mediat ing inf luence of  nat ional  or
professional  cultures and inst i tut ions on internal  organisat ional  cultures.
Sackmann also found that the research had become more special ised as interest
grew in speci f ic  types of  culture (e.g. ,  innovat ion,  market-or iented,  organisat ional
learning,  industry ,  or sectoral  cultures) .
 
As wel l ,  methodologies had become more sophist icated with most studies designed
to test  hypotheses derived from theory,  using sophist icated sampl ing and analyt ic
techniques with mult iple dimensions and measures.  However,  few had used
longitudinal  data.  The avai labi l i ty  and acceptance of  several  standardised
quest ionnaires,  or measures of  culture – such as Denison’s  Organizat ional  Culture
Survey (DOCS) instrument and Cameron and Quinn’s  1991 Competing Values
Framework (CVF)  – a l lowed comparat ive research programs to cross nat ional  and
industry or sectoral  boundaries and enabled the l inks between HR pract ices,  culture,
and performance to be explored.  For example,  research has emerged on the effects
of  competit ive strategy and culture on f irm performance;  the effects of  HR f lexibi l i ty
on culture and performance;  high performance work systems,  culture and f irm
effect iveness and the impact of  HR sty le and f lexibi l i ty ,  and the l inks between
leadership,  culture,  and performance.

In summary,  organisat ion culture research has i ts  roots extending back over 50
years.  The chal lenge has been how to def ine culture,  how to measure i t ,  ident i fy  i ts
key elements and important ly ,  how to improve i t .  The mix of  underly ing discipl ines –
anthropology,  sociology,  psychology and even economics – have al l  contr ibuted to
both  the growing  understanding of  culture and  i ts  relat ionship  with  performance.   
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The CVF framework di f ferent iated organisat ions based on focus,  structure,  and means-ends.  I t  has become one of  the
widely adopted standardised measurement instruments over the past 25 years.
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These discipl ines have also provided a diverse array of  methods for capturing and
assessing i t .

This diversity  has been further enl ivened by the mult ipl ic i ty  of  approaches and
methodologies within each of  these discipl ines,  what have been cal led the cul ture war
games  (Mart in & Frost ,  1996) .  Although our understanding of  culture and how it
operates within organisat ions is  great ly  enhanced,  there is  st i l l  a  lack of  c lar i ty  about
how exact ly  the relat ionships and l inkages work and in which direct ion they work.
This has meant a r ich environment for researchers but many di f ferent models and
improvement guides for pract i t ioners and a lack of  def init ive answers to the
overarching quest ions for management researchers – does culture inf luence
performance and i f  so,  how, and what can managers/ leaders do to improve
performance through culture?

Definitional issues – what is culture?
Although Pett igrew (1979) was one of  the f irst  to study organisat ional  culture
direct ly  and was credited with using a novel  longitudinal-process approach to do so,
his use of  a s ingle case study in a school  and lack of  accepted def init ion l imited his
impact .  In undertaking this research,  however,  Pett igrew highl ighted both the
importance of  studying culture and developing methods for doing so.
 
The f irst  major contr ibut ions to the organisat ion culture l i terature,  noted above in
the form of the four popular books,  stressed the values of an organisat ion as the
underpinning of  i ts  culture.  They observed successful  organisat ions had strong
cultures which stressed shared values and wel l - integrated pract ices that bound
organisat ional  ef fort  together and/or part ic ipat ive cultures that empowered workers.
 
In 1985,  Schein took this further.  He set out a mult i - layered def init ion of
organisat ion culture that has become widely used:

Schein provided a strong def init ion of  culture,  descr ibed i ts  key elements,
highl ighted i ts  dynamic nature,  and provided a framework by which cultures could be
diagnosed and  improvement strategies designed.    Much subsequent research rel ied  
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“a pattern of  basic assumptions that a group has invented,  discovered or
developed in learning to cope with i ts  problems of  external  adaptat ion and
internal  integrat ion,  and that have worked wel l  enough to be considered
val id ,  and therefore,  to be taught to new members as the correct way to
perceive,  think,  and feel  in relat ion to those problems” (Schein,  1985:  9) .



on his def init ions and insights.  However,  cr i t iques at  the t ime ( for example,  T ierney,
1986) suggested that adoption of  more advanced anthropological  methodologies
might have resulted in a better understanding of  how culture was created and
changed,  and that Schein ’s  c l in ical  approach predetermined the importance of
inf luences,  such as leadership.

But an alternat ive v iew of  culture was emerging from European researchers,  such as,
Hofstede et  a l .  (1990) .  Where the US researchers had seen culture as values ,
Hofstede et  a. l  found instead that i t  was the pract ices of organisat ions that
dominated their  culture.  Moreover,  they concluded that in measuring an
organisat ion ’s  culture,  i t  was important to disentangle di f ferences ar is ing from
dif ferent nat ional  and occupational  cultures and sett ings.   For example,  they found
national i ty ,  as wel l  as other demographic character ist ics such as educat ion,  age,
senior i ty ,  and hierarchical  level ,  strongly affected the answers on quest ions deal ing
with values,  but not pract ices (Hofstede et  a l . ,  1990) .

By 2015,  Giorgi  et  a l .  could ident i fy  f ive dominant models ,  or def init ions of  culture
within the research stream –culture ( i )  as values that guide and constrain;  ( i i )  as
stor ies about how things get done;  ( i i i )  as frames that guide how attent ion is
directed;  ( iv )  as toolk i ts  that can be used as needed,  and (v)  as categories that are
social  construct ions or c lassi f icat ions which l ink to a broader system of meaning and
al low del ineat ion and dist inct iveness.   Such theoret ical  plural ism has compl icated
empir ical  research,  but Giorgi  et  a l .  argue against  the development of  a “s ingle best
conceptual isat ion” of  culture that covers al l  cultures in al l  sett ings.  Rather,  they
offer an integrat ing perspect ive:  culture as “a broad system anchored by values or
overarching toolk i ts  within which categories,  frames and stor ies serve as cultural
manifestat ions,  which congeal ,  express,  and di f fuse commitments,  ideas,  and bel iefs
among actors”  (Giorgi  et  a l .  2015:  4) .  They argue that without such a mult i -
dimensional  v iew of  culture,  researchers cannot ful ly  capture real i ty .  They cal l
instead for a “deeper examinat ion of  how the mult iple forms of  culture are
product ively  used and mutual ly  informed in companies [to]  a id in understanding of
culture ’s  mult i - faceted role in social  interact ions,  organisat ions and markets”  (Giorgi
et  a l .  2015:  23) .  
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Hofstede di f ferent iated nat ional  cultures on f ive dimensions:  power distance;  uncertainty avoidance;
indiv idual ism/col lect iv ism; mascul inity/femininity ;  long term /short  termism (Hofstede,   2001) .
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How can it  be measured?
Before moving on to look at  the l ink found between culture and performance,  we
look more c losely at  the impl icat ions of  the var ied discipl inary background of
organisat ion culture research.  We have already noted di f ferent streams and their
varying areas of  research focus.  But the underly ing discipl inary background of
researchers determined not only the focus of  their  interest  in culture,  but a lso their
def init ions of  culture,  successful  organisat ions,  and research methods.

Although Schein had postulated organisat ion culture operated at  three di f ferent
levels of  an organisat ion,  many early  empir ical  researchers aiming to measure and
assess culture were l imited by their  abi l i ty  to observe and gather data about
character ist ics only at  the f irst  level .  As noted above,  the earl iest  surveys gathered
data from employees on their  perceptions of  speci f ic  workplace character ist ics (e .g . ,
Tavistock Inst i tute;  L ikert ) .  They evolved from industr ia l  psychology research
instruments.   

Both the values and pract ices streams of  organisat ional  culture research tended to
present their  f indings in cul ture types .  By seeking to categorise organisat ions on
various dimensions they sought to highl ight not only the current state of  an
organisat ion,  but a lso the ideal  type that would be successful  in any part icular
sett ing.  

For example,  an early  measurement model  developed from within the pract ices
stream was presented by Hofstede et  a l .  (1990) .  This model  for assessing
organisat ional  culture using s ix di f ferent dimensions to measure pract ices and three
to measure values.  They found that where the organisat ion sat on four pract ice
dimensions – P1 (process versus results) ,  P3 (parochial  versus professional ) ,  P5
( loose versus t ight) ,  and P6 (normative versus pragmatic)  –  related at  least  part ly  to
the type of  work the organisat ion did and the type of  market in which i t  operated;
that is  to industry culture.  The two remaining dimensions – P2 (employee- versus
job-oriented)  and P4 (open versus c losed) – were found to be apparently
independent of  industry and more determined by the phi losophy of  founders and
top leaders.  Although the study also showed that di f ferent sett ings along each of  the
dimensions was associated with di f ferent f inancial  results ,  they considered the study
too l imited to draw clear conclusions beyond the fact  that cultures could be
measured and that where an organisat ion culture was s i tuated along the dimensions  
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was a matter of  strategic choice.  In doing so they rejected the not ion popular in US
circ les that there was one best way for culture.
 
Cameron and Quinn (2011) report  that by 1988 more than 20 dimensions had been
tested by researchers,  seeking to capture the dist inguishing features of  successful
organisat ions.  They ranged from internal/external  or ientat ion;  speed;  r isk iness;
part ic ipat iveness;  c lar i ty ;  power distance;  mascul inity  and indiv idual ism.
 
As the f ie ld developed and a more var ied discipl inary approach was brought to bear,
qual i tat ive methods sat a longside quantitat ive and survey instruments,  and latter ly  a
combinat ion of  the two.  Further,  the evolut ion of  analyt ic  techniques has al lowed
instruments that not only measure culture at  mult iple levels and across mult iple
dimensions,  but a lso to test  relat ionships and l inkages between them. These have
included Denison’s  DOC instrument and the OCAI developed by Cameron and
col leagues.   But notwithstanding these advances,  some such as Sackmann (2010) ,
bel ieve the measurement of  organisat ional  culture and performance remains diverse
and “problematic”  and many teams had not adopted object ive outcome data
although performance data at  the organisat ional  level  often included f inancial
measures.  X iaoming and Junchen (2012) ident i f ied four di f ferent categories of
performance:  ( i )  accounting def init ions ( including prof i t  rate,  Return on Assets (ROA) ,
sales growth and long-term prof i tabi l i ty ) ;  ( i i )  non-f inancial  indices (such as employee
sat isfact ion,  customer sat isfact ion or a combinat ion of  indicators as in Kaplan and
Norton’s  balanced scorecard (1992)) ;  ( i i i )  Tobin ’s  Q (which ref lects the value added  of
intangible factors such as management and governance) ;  and,  ( iv )  long-run
development,  competit ive strength,  or long-run stock market performance.  Most
mainstream organisat ion culture research now incorporates mult iple dimensions of
performance measurement,  including the accounting measures adopted by RI .

Relationship between culture and performance
As the previous sect ion showed,  organisat ional  research developed within several
streams,  using the di f ferent conceptions of  culture and research methods of  the
orig inat ing discipl ines.  Part ly  because of  this ,  empir ical  research has been equivocal
about the strength and nature of  the l ink between culture and performance.   As
noted above,  the early  work of  US researchers/consultants was prompted by the
desire to examine the prevai l ing bel ief  that product iv i ty  in US f irms lagged Japanese
counterparts because of  the part ic ipat ive cultures and di f ferent management
processes pract iced by Japanese f irms.   By contrast ing the cultures of  successful  and  
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unsuccessful  companies,  they concluded that strong cultures of  shared and unif ied
cultures supported strategy implementat ion.  However,  their  chosen research method
was the case study and/or comparat ive case studies of  successful  and unsuccessful
companies.  Such a methodology was open to cr i t ique,  especial ly  from those
researchers from a more quantitat ive research tradit ion.

Denison (1984) sought to address the lack of  empir ical  evidence of  the l ink between
culture and f irm f inancial  performance.  Using survey data from 34 US f irms,  together
with f ive years of  Standard and Poor ’s  f inancial  data,  Denison found companies with
a part ic ipat ive culture achieved a return on investment (ROI)  a lmost double those in
f irms with less eff ic ient cultures.  Whi le wel l - integrated and coordinated systems
(high consistency )  were associated with high current performance and short-term
performance,  long-term performance suffered,  possibly  because the lack of  var iat ion
l imited the organisat ion ’s  abi l i ty  to adapt to environmental  changes.

Gordon & DiTomaso (1992) took up this point ,  in a study of  11 US insurance
companies,  f inding that a strong culture,  as measured by the consistency of
perceptions of  company values,  and a substant ive value placed on adaptabi l i ty  were
predict ive of  short-  and longer-term f inancial  performance.  In other words,  i t  was
not consistency alone that determined performance,  but a lso whether the culture
valued adaptabi l i ty .

Between 1987 and 1991 Kotter and Heskett  conducted four studies to determine
whether a relat ionship exists between corporate culture and long-term corporate
performance,  to c lar i fy  the nature of  and reasons for such a relat ionship and to
discover whether and how that relat ionship might be exploited to enhance a f irm's
performance.  These studies used US f irms across 22 industr ies ,  tested di f ferent
culture theories and looked at  f i rms whose economic performance had apparently
been hurt  by poor cultures.  They found corporate culture can have a s igni f icant
impact on a f irm’s long term economic performance.  F irms with cultures that
emphasised al l  the key manageria l  const i tuencies (customers,  stockholders,  and
employees)  and leadership from managers at  a l l  levels outperformed, by a large
margin,  f i rms that did not have those cultural  traits .  They also noted that
performance-degrading cul tures  negat ively  af fected performance by inhibit ing the
uptake of   necessary  strategic or tact ical  changes  quickly   enough to  meet changed 
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external  c ircumstances.  Such cultures are not rare and can develop easi ly  even in
f irms ful l  of  reasonable and intel l igent people,  because they are largely invis ible and
bui l t  into unquest ioned pract ices and assumptions and exist ing power (and resource
al locat ion)  structures.  Despite this ,  Kotter and Heskett  bel ieved cultures can be
made more performance-enhancing,  but the change is  complex,  takes t ime and
requires leadership.  I t  a lso requires a real ist ic  v is ion of  what k inds of  cultures
enhance performance (Kotter & Heskett ,  1992) .

Sorenson (2002) invest igated the relat ionship between culture strength and
consistency of f i rm performance.  He found that a strong and unif ied cohesive culture
was associated with rel iable and consistent f i rm performance – but only in a stable
environment.  Once again,  the f inding,  highl ighted orig inal ly  by Denison and echoed
by Kotter & Heskett ,  that strong and consistent cultures contr ibuted to f irm
performance tended to be a two-edged sword.  Using a sample of  f i rms from a broad
variety of  industr ies ,  Sorenson found that strong culture f irms excel  at  incremental
change and have more rel iable or consistent performance in relat ively  stable
environments.  However,  in more volat i le environments,  the rel iabi l i ty  benef i ts  of
strong cultures disappear.  Once again,  i t  was the sett ings for organisat ional  learning
within strong cultures that affected the var iabi l i ty  of  f i rm performance in response
to internal  and external  change.

Cameron and Quinn (2011) (Cameron & Quinn,  2011) after reviewing the research
since 1988 found over 20 dimensions of  culture had been tested for their  impact on
performance.  The three dimensions most often used were cultural  strength,  cultural
congruence,  and culture type.  The Kotter & Heskett  study (above)  had conf irmed the
importance of  these three as the key di f ferent iators of  high performing
organisat ions.  But ,  Cameron & Quinn concluded that effect iveness of  organisat ions
was more c losely associated with type of  culture,  than with congruence or culture
strength.  Their  four-quadrant model ,  adopted by many subsequent researchers,
categorises organisat ional  culture on four dimensions – f lexibi l i ty  and discret ion
versus stabi l i ty  and control ;  external  focus versus internal  focus and integrat ion –
and s ix organisat ional  character ist ics – leadership,  employee management,
organisat ional  g lue,  strategic focus,  and cr i ter ia for success.  Their  model  produces
four culture types,  as shown in F igure 1.
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Figure 1:  Four culture types









































Source:  Cameron & Quinn (2011)



Hartnel l  et  a l .  (2011) used Cameron and Quinn’s  Competing Values Framework to
test  the impact of  culture on f inancial  performance,  qual i ty  of  products and services.
They found organisat ion culture was posit ively  associated with organisat ional
outcomes,  but the taxonomy of  culture types was not as predict ive as expected.
Instead,  the di f ferent iated types were not found to be c lean  with certain types
including character ist ics of  their  opposite.  In other words,  they bel ieved their
evidence supported a l ink between organisat ional  culture and performance,  but the
nature of  that l ink remained unclear and l iable to change according to
circumstances.  

Others were less posit ive.  Wi lderom et a l .  (2000) reviewed ten studies from the
1990s that sought to establ ish evidence of  the l ink between culture and
performance.  They concluded that the studies did not conclusively  show such a l ink,
c i t ing both theoret ical  and methodological  issues ranging from inadequate measures
of culture and organisat ional  performance,  sampl ing issues and overal l  research
design  that did not  capture the hol ist ic   nature of   culture.    A l though several  of  the 
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studies used f inancial  and accounting measures for performance,  in the same way RI
has,  only three of  the studies had sought to measure the strength of  culture and
much of  the data was based on perceptions from a s ingle information source.  This
can be a l imitat ion when there is  a widespread v iew that culture has a s igni f icant
impact on employee att i tudes and job sat isfact ion and that this  should lead to higher
product iv i ty  and f irm performance ( for example,  Fok et  a l ,  2021) .
 
Sackmann’s review (2010) found most empir ical  studies on performance and culture
did provide support for a direct  l ink between culture and performance.  But ,  with the
use of  di f ferent measures of  culture and performance,  data col lect ion and analysis ,
the studies could not be compared.  However,  Sackmann did note some simi lar i t ies in
f indings.  For example,  those dimensions of  culture found to be posit ively  related to
performance measures were more external ly  or iented,  such as market ,  customer,
and adaptive or ientat ions.  Internal ly  or iented culture dimensions associated with
good performance included identi f icat ion with the company,  team, humanist ic-task
and qual i ty  or ientat ion and entrepreneurship.  Sackmann concluded that the weight
of  the studies showed the combinat ion of both external  and internal  or ientat ion,  with
a s l ight weight ing to external  or ientat ion,  appeared to have the greatest  direct
posit ive impact on performance,  regardless of  nat ional  or industry context .   
 
Employee outcomes -  High Performing Workplaces
A dist inct ive stream of research that has emerged in the past 20 years has been
between employee sat isfact ion,  employee engagement,  product iv i ty ,  and f irm
performance.  A core assumption has been those high levels of  employee sat isfact ion
wi l l  be posit ively  l inked to high levels of  motivat ion,  engagement,  and product iv i ty ,
and that these in turn wi l l  dr ive superior f i rm performance.  Key l inkages include
management and HR pract ices and pol ic ies ,  together with job design and reward
structures – formal and informal .  Although the RI  rules stress the long-term f inancial
performance of  f i rms,  Rule 12 does also refer to employee outcomes and by
impl icat ion,  suggest that they are a contr ibut ing factor to high performance.  We test
this through a quick survey of  some of  the research that focuses on employee
outcomes.  Most f lows from organisat ion c l imate and industr ia l  psychology research,
but with contr ibut ions from some economists focused on workplace product iv i ty .

We note f irst  that most of  the research has focused on the l inkages between
employee sat isfact ion and indiv idual  job performance,  rather than on the l inkage
between employee sat isfact ion and organisat ional  performance.  In relat ion to the
former,  a l inkage has been establ ished by most studies.    However,  the translat ion of  
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this ,  an impl ic i t  assumption of  those studies,  into overal l  organisat ional
effect iveness is  less c lear.  There have,  however,  been some studies that have
focused direct ly  on the l ink between sat isfact ion and organisat ion outcomes.  

For example,  Ostroff  (1992) was one of  the f irst  to invest igate the l ink between job
sat isfact ion,  att i tudes,  and organisat ional  performance.  She found school
organisat ions with higher employee sat isfact ion had higher effect iveness in terms of
student outcomes.   Other job att i tudes were less important to organisat ional
effect iveness,  but she found sat isfact ion did affect  turnover.  Social  processes and
other c l imate character ist ics ,  including autonomy,  inf luenced the relat ionship
between sat isfact ion and performance.

Simi lar ly ,  Harter et  a l .  (2002) in a US study of  nearly  8000 business units in 36
companies found that the levels of  employee sat isfact ion and engagement were
ref lected in business unit  outcomes,  measured by customer sat isfact ion,
product iv i ty ,  prof i t ,  employee turnover and accidents.  This suggested that managers
could improve outcomes by f inding ways in which to increase employee sat isfact ion
but that further research was required to ident i fy  these c lear ly  and to understand
the t ime lags between act ions to increase sat isfact ion,  how quickly  these were
ref lected in overal l  sat isfact ion levels and then in changes in performance outcomes.
Using a longitudinal  method,  Schneider et  a l .  (2003) conf irmed earl ier  studies which
had found higher ROA and higher earnings per share were posit ively  correlated with
job sat isfact ion.  More important ly ,  however,  they found the l ink operated in both
direct ions and was only uncovered because of  the use of  a longitudinal  study using
mult iple measures of  organisat ional  performance and employee sat isfact ion.
Although they recognised that some of  the early  researchers such as Porter and
Lawler (1968) had recognised that organisat ional  performance could dr ive
sat isfact ion (mainly through the reward schemes) ,  many other studies that had
assumed that employee sat isfact ion drove,  or predicted,  organisat ional  performance.
These c la ims – many of  the high-performance workplace and human relat ions models
(see below) – were,  in Schneider et  a l . ’s  v iew,  too s impl ist ic .  

Bakot ic  (2016) a lso invest igated the l ink between job sat isfact ion and organisat ional
performance and the causal  direct ion of  the l inkage.   He noted prior research on the
l ink between job sat isfact ion and organisat ional  performance was unclear:  some
found a posit ive l ink;  others had not found a s igni f icant l ink.  His own study,  in
Croat ia ,   d id  f ind  evidence  of   a  l ink  between  job  sat isfact ion  and   organisat ion 
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performance but the l ink was not strong.  However,  his  results showed that the l ink
between job sat isfact ion and performance was stronger than the other way around.
This may be because companies are not obl iged to give employees any addit ional
benef i ts  ar is ing from organisat ional  success.
 
Some studies tested the product iv i ty  impacts of  varying workplace character ist ics .
For example,  Marcoul ides and Heck (1993) developed a mult i -dimensional  model  to
assess product iv i ty .  They found organisat ional  product iv i ty  was affected by
organisat ional  structure and how tasks were assigned,  the complexity  of
administrat ive processes,  and resource and communicat ion patterns.  Organisat ional
values had a large effect  on c l imate and employee att i tudes ( that is ,  their
motivat ion) ,  and employee att i tudes and task organisat ion had the greatest  effect  on
performance.  They concluded that managers could inf luence performance through
decis ions about recruitment and select ion,  evaluat ion and remunerat ion,  decis ion
making processes,  and their  att i tudes towards employees.
 
Bloom and van Reenan (2007) invest igated the di f ferences in product iv i ty  between
f irms and countr ies.  They found evidence persistent di f ferences in product iv i ty  at
the f irm and the nat ional  level  largely ref lect  var iat ions in management pract ices l ike
systematic performance monitor ing,  sett ing appropriate targets ,  and providing
incentives for good performance.  These var iat ions in turn appeared to be dr iven by a
combinat ion of  imperfect ly  competit ive markets ,  fami ly  ownership of  f i rms,
regulat ions restr ict ing management pract ices,  and informational  barr iers that a l low
bad management to persist .  In this  internat ional  survey Austral ia was ranked below
the UK at  9th out of  the 17 countr ies surveyed,  with management in the US ranked
number one.

This study was fol lowed up in 2011,  amidst concerns about lagging nat ional
product iv i ty  growth,  by a study of  Austral ian workplaces (Boedker et  a l . ,  2011) .  This
study compared high (HPW) and low (LPW) performing workplaces.    They found the
average prof i tabi l i ty  of  high performing workplaces was nearly  three t imes higher
(15.62 percent)  than low performing workplaces,  which averaged prof i ts  of  5.44
percent.   This superior performance was not deemed random, with HPWs performing 
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wel l  on several  cr i ter ia s imultaneously .  Whi le the study canvassed several
dimensions of  organisat ional  operat ions,  i t  a lso showed that culture was a major
factor in def ining high performing workplaces.  But of  the four CVF-based culture
types presented – control ,  results ,  people,  and change – the latter three were al l
found to be related to high performance.  Speci f ical ly ,  this  suggested that high
performing workplaces were “character ised by a culture where people welcome and
seek to introduce change and innovat ion,  where leaders care for their  employees
and foster col laborat ion and where there is  an ambit ion to del iver results and a
focus on achieving goals”  (Boedker et  a l ,  2011:  57) ;  that is ,  they were good at
empowering and engaging employees to take part  in craft ing innovat ions and
implementing new ideas that meet customer needs The barr iers to achieving high
performance were ident i f ied as motivat ing the workforce to take more responsibi l i ty ;
retent ion of  high performing staff ,  and creat ing a f lexible and responsive workplace.  

Arnold et  a l  (2016) found in a Netherlands-based study of  healthcare staff ,  that
higher job sat isfact ion was posit ively  associated with lower product iv i ty-related
costs ,  including presenteeism, but i t  d id not appear to affect  absenteeism. There
were di f ferences in impact across job types.  Bel let  et  a l .  (2019) went further,  arguing
that inadequate research attent ion had been paid to how employees ’  emotional
states affected their  product iv i ty .  For example,  they found that the product iv i ty  of
cal l  centre staff  var ied by exposure to local  weather condit ions.  What this  means is
that understanding what dr ives employee product iv i ty  and job performance means
understanding more than the cognit ive factors emphasised by researchers unt i l
recently .  Happiness counts.  And in a study in Bahrain,  Almaamari  and Alaswad (2021)
remind us that physical  work environment also matters.  For example,  extreme
temperatures and lack of  quiet  spaces can reduce employee product iv i ty .
 
In summary,  there is  a plent i ful  l i terature on the l inks between employee att i tudes
and sat isfact ion with job performance,  product iv i ty ,  and organisat ional  performance.
Whi le results are mixed,  there does appear to be establ ished relat ionships between
these var iables,  but the causal i ty  remains to be ful ly  understood and a continuing
deepening understanding of  what dr ives employee sat isfact ion,  even emotions,  is
necessary to ful ly  disentangle the relat ionships.  Certainly ,  the story is  more
compl icated than orig inal ly  envisaged when employee sat isfact ion achieved through
better management pract ices and the development of  support ive part ic ipat ive and
f lexible cultures would almost guarantee better performance.  Tracking the causal i ty
is  made more di f f icult  by the t ime i t  takes to effect  changes in att i tudes,  to say
nothing of  changes in values,  underly ing assumptions,  and processes.
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Links between culture and innovation, leadership and life cycle
In this  sect ion we out l ine some examples from the l i terature of  the special ist
streams of  research between culture and organisat ional  performance in speci f ic
sett ings.  These are chosen not just  for their  topical  interest ,  but a lso because they
refer to the core ideas in other RI  rules and demonstrate again,  the interdependence
between the rules.  

Culture and leadership
Schein (1985:  ix )  made i t  c lear:  leadership and culture were integral ly  intertwined
because “ leadership is  the fundamental  process by which organisat ional  cultures are
formed and changed”.  And most theorists and researchers have agreed.  Although
changing a culture may be di f f icult ,  a  leader ’s  behaviours,  act ions,  statement,  and
language are c losely watched by employees wanting to understand what is
considered important ,  and what exacts punishment or merits  reward (Schein,  1985;
Schein & Schein,  2016) .  Gaps between espoused and enacted values are quickly
discerned,  with employees adjust ing their  behaviours and act ions to the latter .  For
this reason,  guides on transforming organisat ions always stress the importance of
the leader ’s  mult iple roles in leading,  communicat ing,  role-model l ing,  and enabl ing
the desired change.  Many organisat ions have sought to become agi le ,  innovat ive,
and f lexible but leaders have fa i led to change processes and systems that maintain
old power structures,  reward systems and administrat ive processes that a l ign with
past goals (Mumford & Licuanan,  2004) .

O’Rei l ly  et  a l .  (2014) undertook one of  the few empir ical  studies of  the relat ionship
between CEO personal i ty ,  organisat ion culture and f irm performance.  Using the Five
Factor Model  to capture personal i ty ,   the Organizat ion Culture Prof i le (OCP) to
measure culture,   and adopting f ive di f ferent object ive and subject ive f inancial  and
non-f inancial  measures of  f i rm success,  they surveyed 34 companies in the IT
industry.  Although the study was l imited to one industry and perhaps could be seen
as less general izable,  i t  had the advantage of  e l iminat ing industry di f ferences and
al lowing the personal i ty/culture aspects to be studied.  They found that CEO
personal i ty  did shape organisat ion culture and that culture had a direct  effect  on
f irm performance,  without i t  being necessari ly  the key determinant of  that
performance.  Moreover,  they found that the longer the CEO tenure,  the stronger
their   impact on  culture.    They  found  that  CEOs who  were  higher  on Openness to
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Exper ience are more l ikely  to be associated with cultures that are adaptable then
those who are less open;  CEOs who scored high on Conscient iousness are more l ikely
to be in cultures that emphasise attent ion to detai l ;  and CEOs that are lower on
Agreeableness (more sceptical ,  competit ive)  are l ikely  to engender a culture that is
more results or iented.  These f indings are consistent with social  learning theory;
personal i ty  traits  translate into values,  expectat ions,  and behaviours and then,  in
turn,  cultural  norms.  The results a lso showed that cultures that emphasise
adaptabi l i ty  and detai l  or ientat ion are s igni f icant ly  associated with higher rat ings
from Fortune magazine ’s  Most Admired L is t ,  are given more posit ive evaluat ions by
employees,  have a higher market-to-book value and are evaluated more posit ively  by
share analysts .  Together these results suggest that whi le CEO personal i ty  has l i t t le
direct  effect  on f irm performance i t  can affect  how the market and employees
evaluate the company.

Culture ,  leadership and l i fe  cyc le
Much has been written on the way in which founders wi l l  inf luence the culture of  the
company they started and steered in the early  days.  Their  values,  assumptions,
interests ,  communicat ion preferences,  and behaviours are embedded quickly  into a
culture through resource al locat ion and prior i t ies ,  hir ing decis ions,  remunerat ion
and reward systems,  and the establ ishment of  pol ic ies and pract ices.  

Schein and Schein (2016) point out ,  however,  that as companies grow and mature,
the structural  and process changes necessary to support that growth – even the
hir ing of  a new CEO and management team – wi l l  start  to inf luence and change the
culture.  For example,  growth often means a growing formal isat ion and
standardisat ion of  communicat ion,  performance management and product ion
processes.  Informal relat ionships become more formal ;  di f ferent governance and
accountabi l i ty  structures apply ,  together with changing performance measures.  Sub-
cultures can develop as funct ional  or geographic div is ions are establ ished,  each
ref lect ing i ts  own culture and professional  background. New ways of  ensuring
internal  coordinat ion and effect ive communicat ion and knowledge management
become necessary.  

Schein and Schein ’s  descr ipt ion serves to remind us that ,  on the one hand,  cultures
inevitably shi f t  as other structural  and process elements of  the organisat ion change.
On the other hand,  the research on cultural  types discussed above suggests that the
culture  needs to  change  as the strategy  changes,  and  that  strategies wi l l   change 
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over the l i fecycle of  the organisat ion and industry.   For example,  the CVF ’s
hierarchical  culture type may not support an adaptive strategy or quest for
innovat ion,  but i t  may wel l  be a support ive culture for a strategy based on cost-
based or eff ic iency-based competit ion in a stable environment (Prajogo &
McDermott ,  2011) .

Culture and innovat ion
The need to adapt to fast-changing markets ,  technology and economic
circumstances,  has meant a premium for innovat ive and adaptable organisat ions and
scholars have been keen to understand the role of  organisat ion culture in bui lding
organisat ions that can successful ly  innovate as a means to improving or sustaining
long term economic performance.  This v iew is  ref lected in the RI  Rule 4.

Prajogo and McDermott (2011) ,  using the CVF,  surveyed 194 Austral ian f irms
spanning var ious industry sectors to test  the relat ionship between two dimensions
of culture – f lexibi l i ty/control  and internal/external  or ientat ion – and innovat ion and
f irm performance.  The study conf irmed earl ier  f indings that culture was one of  the
determinants of  f inancial  success and further that innovat ion (product or process)
was essentia l  to ongoing adaptat ion to changing external  markets.  They found that a
culture character ised by f lexibi l i ty  and an external  or ientat ion promoted product
and process innovat ion and f inancial  growth.  However,  they found that there whi le
there were elements of  crossover between the dimensions,  i t  was important that
f irms understood their  current and required culture to support their  chosen
strategy.  I f  that strategy were mult i -dimensional  then the cultural  sett ings also
needed to be mult i -dimensional .

Hogan and Coote (2014) studied innovat ion in Austral ian law f irms,  not ing that much
of the research on innovat ion related to product and manufacturing f irms,  rather
than professional  services f irms.  Apply ing Schein ’s  mult i - layered model ,  they tested
whether innovat ive values (success,  openness and f lexibi l i ty ,  open communicat ion,
professional  competence,  r isk-taking)  and norms (as suggested by the l i terature)
translated into innovat ive behaviours and art i facts ,  and whether these in turn
translated into improved f inancial  performance for the f irm. They found that this
chain did,  in fact ,  del iver improved f inancial  performance but that too often the
innovat ive values and norms were inadequately translated into support ing processes
and faci l i t ies.  The role of  the leader in ensuring that there was fol low through was
paramount.
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Buschgens et  a l .  (2013) undertook a major meta-analysis  of  43 studies on innovat ion
and culture.  They found a mult ipl ic i ty  of  var iables and models that made
development of  a pract ical  management theory di f f icult .  However,  using the
Competing Values Framework,  they did f ind that managers of  innovat ive f irms had
establ ished developmental  cultures,  a l though once again there were other cultural
types – rat ional  and group – that demonstrated elements of  innovat iveness.
Hierarchical  f i rms however – internal  or ientat ion and control  emphasis – were least
l ikely  to exhibit  innovat iveness.  There was l i t t le di f ference between the type of
innovat ion – radical  or incremental ;  process or product – that occurred in the most
innovat ive f irms.

In a study of  Spanish manufacturing companies and using the CVF,  Naranjo-Valencia
et a l .  (2016) showed that culture can foster innovat ion,  as wel l  as company
performance,  or i t  could also be an obstacle for both of  them, depending on the
values promoted by the culture.  Their  study conf irmed what had they had seen as
the consensus in the pr ior l i terature that four cultural  values or character ist ics -
creat iv i ty ,  freedom/autonomy,  a r isk-taking att i tude,  and teamwork -  enhanced
innovat ion.  Their  study found speci f ical ly ,  that an adhocrat ic  culture is  the best
innovat ion and performance predictor.    They concluded that ,  innovat ion mediates
the relat ionship between certain types of  organisat ional  cultures and performance.  

Newman et a l .  (2020) reviewed the l i terature on innovat ion and organisat ion c l imate.
They found that organisat ions wanting to foster innovat ion need to think not just
about organisat ion-wide culture mechanisms,  but a lso how to support innovat ion
cl imates at  the team level .  This can involve leaders art iculat ing a v is ion,  role-
model l ing innovat ive behaviours,  and providing indiv idual ized support to
subordinates.  But more,  managers needed to encourage their  team members to be
ref lexive,  ambit ious,  and motivate one another,  whi le at  the same t ime ensuring that
team tasks are complex and chal lenging and team membership is  diverse.  F inal ly ,
they issue a warning – innovat ion and creat iv i ty  may not a lways have posit ive results .
Although there has been l i t t le research into the negat ive consequences of  creat iv i ty ,
c lear ly  this  idea suggests again the need for execut ives to be conscious of  the need
for organisat ional  cultural  sett ings to f i t  with strategic sett ings and prior i t ies.
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Culture ,  leadership and innovat ion
In a major review of  27 years of  l i terature on innovat ion,  Crossan and Apaydin (2010)
identi f ied innovat ion leadership as a key area or research focus.  Adopting the Upper
Echelons theory framework (see Research Note on leadership) ,  they f ind a dominant
view in the l i terature that supports the need for leadership of  innovat ion.  Leading
and support ing innovat iveness is  seen as one of  the roles of  leaders (Mumford &
Licuanan,  2004) ,  but the capacity  of  leaders to do so wi l l  be inf luenced by their  own
values and propensit ies ,  such as tolerance of  r isk and ambiguity and their  need for
control ,  their  capacity  to motivate and inspire,  and their  understanding of  external
trends and professional  competence.  And as seen below, the preparedness to attend
to bui lding and maintaining al l  the elements of  an organisat ion culture wi l l  engender
creat iv i ty  and support innovat ion.  In Upper Echelons Theory,  leaders are seen as
del iberately  and consciously using manageria l  levers to dr ive organisat ional
performance and one of  those levers is  seen as organisat ional  culture.

Culture and inst i tut ional  fa i lures – management of  safety  and ethics
One f inal  special ist  area of  research looks at  the relat ionship between culture and
inst i tut ional  fa i lures.  Hald et  a l .  (2021) tested a common assumption that poor
organisat ional  culture is  a key factor in large-scale and avoidable inst i tut ional
fa i lures,  such as accidents or corruption.  They point to the key roles of  two dist inct
paradigms:  safety  cul ture  and ethical  cul ture .  These both examine how the
management of  r isk and ethics within an organisat ion shape employee att i tudes,
such as employees ’  att i tudes towards incident report ing or whist leblowing,  and
organizat ional  pract ices,  such as r isk-taking or unethical  conduct.  Neglect  of  the
former,  or an excess of  the latter ,  are hypothesised as contr ibut ing to large-scale
fai lures.  However,  theories of  safety culture and ethical  culture that purport  to
explain why organisat ional  fa i lures occur and the key psychological  dimensions of
problematic behaviour,  are current ly  backed by only minimal  empir ical  evidence.  Nor
is there any consensus about how good cultures could avert  inst i tut ional  fa i lures.

To address this gap,  Hald et  a l .  (2021) used case study analyses of  fa i lures and
found 23 common factors and a common sequentia l  pattern.  F irst ,  culture is
descr ibed as causing pract ices that develop into inst i tut ional  fa i lure ( for example,
poor pr ior i t isat ion,  ineffect ive management,  inadequate training) .  Second,  and
usual ly  sequentia l ly  related to the causal  culture,  problems of  correct ion emerge –
people,  in most cases,  had the opportunity to correct a problem and avert  fa i lure,
but did not take appropriate act ion ( for example,  l istening and responding to
employee concerns) .    Most of  the cultural  factors ident i f ied in the case studies were 
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consistent with survey-based models of  safety culture and ethical  culture.  Fai lures of
safety and ethics a lso largely involve the same causal  and correct ive factors of
culture,  a l though some aspects of  culture more frequently  precede certain outcome
types ( for example,  management not l istening to warnings more commonly precedes
a loss of  human l i fe) .  As a result  of  f inding these s imi lar i t ies in approach,  Hald et  a l .
proposed that the dist inct ion between causal  and correct ive culture can form the
basis of  a unif ied (combining both ethical  and safety culture l i teratures)  and
general isable model  of  organisat ional  fa i lure.

In Practice
What is  c lear from the above is  that there are many streams of  research which have
invest igated the concept of  organisat ional  culture – i ts  e lements,  i ts  or ig ins and i ts
impact on organisat ional  performance.  The results are r ich but diverse,  and studies,
such as in psychology,  cont inue to delve into dr ivers of  employee motivat ion and
att i tudes within the workplace and the capacity  of  managers to inf luence those and
job and organisat ional  performance.

In this  f inal  sect ion we review the f indings from a recent study of  US-based
executives on their  perceptions of  culture,  how it  af fects performance and how they
can improve performance through changes to culture.Graham et a l .  (2021) found
that a lmost a l l  execut ives (91 percent)  recognise the importance of  culture and 79
percent bel ieve i t  to be a key dr iver of  performance.  The researchers found that
culture inf luenced f inancial  decis ions of  the company,  with 61 percent bel ieving that
culture proscr ibed the appetite for r isk.  For example,  88 percent were prepared to
either walk away from, or heavi ly  discount,  an acquis i t ion i f  the cultural  f i t  was not
r ight and 41 percent heavi ly  weight short-term negat ive cashf lows when analysing
potent ia l  investment decis ions.  And 85 percent of  execut ives bel ieves that culture
wi l l  be a key dr iver of  unethical  behaviours and decis ions.

However,  their  understanding of  how to improve culture lags the sophist icat ion of
the research f indings,  descr ibed earl ier  in this  Note.  Perceived inst i tut ional  and
external  barr iers tend to mi l i tate against  them seeking decis ive cultural  change.  For
example,  a l though nearly  hal f  the execut ives bel ieve that compensat ion and reward
systems and performance measurement systems do not a l ign with their  espoused
corporate values,  or even stated strategy,  they feel  powerless to change these –
recognis ing the gap between the two but seeing the systems and processes as
formal barr iers to cultural  improvement.  Often they blame corporate governance
and  the inf luence of   investors  for  their  incapacity  to change these.    They are also  
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aware that attempting to do so would be r isky for themselves personal ly  should the
changes not del iver the improvements and a lack of  trust ,  and a culture of  blame
(accountabi l i ty )  works against  r isk-taking or moving from the status quo.  A key
message from these execut ives is  that investments in culture are not seen as
important by investors,  who continue to value (often short-term) f inancial  and
economic returns.  

Conclusion
In this  Note we have surveyed the l i terature on organisat ion culture and
performance to see whether the RI  rule is  supported by the evidence.  What we have
found is  that there is  a widespread bel ief  by both execut ives and scholars that a
support ive organisat ional  culture is  an important element in successful
organisat ions.  However,  there is  a surpris ingly smal l  body of  empir ical  evidence that
measures the impact of  culture on the f inancial  performance of  organisat ions.  The
l imited studies that do adopt a f inancial  measure of  organisat ional  success do report
a posit ive l ink between culture and higher performing organisat ions.
 
The studies that do,  a lso f ind that the most successful  organisat ions exhibit  a
f lexible and adaptive culture – one that encourages innovat ion and a capacity  to
adapt to fast-changing external  environments – and a culture that is  external ly
or iented.  In other words,  those organisat ions that are external ly  focused on
customers,  stakeholders and emerging trends in technology and customer
preferences are most l ikely  to show superior performance.  But i t  is  those
organisat ions that have a culture that a lso has a strong internal  dimension that
outperform other purely external  or iented companies.  This highl ights the need for
organisat ions to be balancing their  adaptat ion to external  changes with attent ion to
detai l  in implementat ion or execut ion of  new strategies or tact ics.  This is  consistent
with the RI  rule.  S imi lar ly ,  Schein has also underscored the importance of  the CEO in
inf luencing culture through their  espoused and enacted values and behaviours.

Whi le the l i terature has tended to focus on the adhocracy or adaptive/ innovat ive
cultures needed to keep organisat ions agi le ,  the l i terature also reminds us that
di f ferent cultures are needed to support di f ferent strategies,  or at  di f ferent stages
of the l i fe cycle.  For example,  internal  or ientat ion and attent ion to detai l  are
necessary in mature stages or where the competit ive strategy depends on cost or
qual i ty  control .   Some studies that tested the ideal  types f lowing from the oft-
adopted Competing Values  framework  found that  e lements of   types crossed  over ,
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that the typology was not c leanly di f ferent iated.  This supports the concept above
about the need to balance the external  and internal  or ientat ions,  even where an
external  or ientat ion needs to be stronger.

Another major focus in the l i terature relates to the nat ional  or industry sett ing in
which a part icular organisat ion operates.  The wider industry and nat ional  cultural
sett ings wi l l  af fect  and often l imit  the range of  cultural  sett ings avai lable within a
part icular f i rm. Upper Echelon Leadership theory sees organisat ion culture as a
requis i te management lever for opt imising organisat ional  performance,  but we are
reminded of  the l imits on execut ive capacity  to execute a g iven strategy,  based on
external  environmental  cultural  and inst i tut ional  constraints.    Hofstede’s  ear ly  work
on the need to disentangle the inf luence of  industry and nat ional  cultural  inf luences
on organisat ions from the internal  dr ivers thereof is  part icular ly  important as
scholars and pract i t ioners in emerging economies and countr ies try to understand
how organisat ion culture may contr ibute to a f i rm’s performance.  The results of
studies undertaken in the US and Europe need to be re- interpreted for appl icat ion
in organisat ions that s i t  within countr ies that have quite di f ferent histor ical ,  cultural ,
and economic sett ings.
  
T ime is  the other major l imitat ion on the use of  culture as a management lever.
Whi le strategy consultants and some researchers stress the need for cultures to be
adapted to f i t  and support a chosen strategy,  other researchers (part icular ly  those
from psychology-related discipl ine streams) highl ight how long i t  takes to unravel ,  or
unfreeze ,  a  culture and to create and embed a new one.   A process of  understanding,
analysing and changing a culture through i ts  many conscious and unconscious layers
of values,  assumptions,  pract ices and systems of  an organisat ion is  not quick.
Perhaps for this  reason,  one stream of research has focused on improving
organisat ional  c l imate ( that is  employee att i tudes and motivat ion)  as i t  has often
been seen as a shorter term phenomenon; another stream has focused on
establ ishing a cont inuous learning culture that a l lows for cont inuous change and
adjustment;  and yet another (ear ly)  stream focused on al igning structures and
systems with strategies and ensuring that task assignment ( that is  job design)
ref lected organisat ional  strategic pr ior i t ies whi le providing chal lenging work for
employees.   

One  of   the  persistent  character ist ics of   the organisat ion  culture l i terature  is   i ts   
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mult iple streams of  research.  This ref lects both the diverse discipl inary roots of  the
study of  organisat ion culture and the di f ferent research interests of  the researchers
themselves.  For example,  whi le one of  the streams emerged out of  economics and
product ion-oriented strategy and Upper Echelon area,  another ( the human relat ions
stream) focused on invest igat ing the key elements of  an organisat ion culture that
optimises employee engagement and job sat isfact ion.  Success in this  stream was
def ined in employee outcome terms,  with an impl ic i t  assumption that engaged and
motivated employees wi l l  del iver higher product iv i ty  and through this better overal l
f inancial  performance for f i rms.  In many studies this  f inal  assumption has been
neither tested nor val idated.  However,  there is  some evidence to support this
widespread bel ief ,  but equal ly ,  some to counter i t .

As a result  of  several  di f ferent discipl inary inf luences on the study of  organisat ional
culture,  a mult ipl ic i ty  of  models and measures have emerged for both culture and
performance.  This has meant a r ich tapestry of  understandings of  organisat ional
culture,  including i ts  complexity  and interdependence with other organisat ional ,
industry and nat ional  sett ings.  But ,  important ly ,  i t  has fuel led the lack of  agreement
about the cause-and-effect  relat ionship between culture and performance.  Without
these basics in place,  i t  is  di f f icult  to provide c lear guidance to pract i t ioners about
how to improve culture to improve performance.  Moreover,  i t  is  not helped by a lack
of interdiscipl inary work or even awareness.  For example,  some of  the recent
economic studies of  the contr ibut ion to organisat ional  performance appear unaware
of the depth of  research undertaken in other discipl ines.

F inal ly ,  a  word of  warning.  Whi le this  Note has focused on the research that sought
to establ ish the contr ibut ion of  culture to performance either direct ly  or indirect ly ,
there have been researchers who have cr i t ic ised the ut i l i tar ian nature of  this
research.  Although some researchers have focused on improving the cultures of
organisat ions to make those organisat ions better places for employees,  many from
within the management research stream have focused on improving culture to
improve organisat ional  performance.  In putt ing forward mechanisms for
strengthening culture or increasing i ts  congruence they have r isked imposing
conformity in organisat ions,  reducing diversity  and reinforcing exist ing stereotypes.
This has become part icular ly  problematic as societ ies ’  expectat ions about diversity
change.  Furthermore,  i t  may jeopardise the very nature of  dissonance which is  the
essence of  innovat ion and disrupt ion.  Moreover,  to the extent that leaders may seek
to change the mental  models of  indiv iduals ,  they potent ia l ly  stray into pr ivate and
personal  areas of  employees beyond the legit imate concern of  organisat ions.  
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I t  would be wise to remember Handy ’s  ear ly  words in 1976 in Understanding
Organizat ions .  There are many var iables that affect  the success of  an organisat ion.
Ident i fy ing what they are and their  relat ive contr ibut ion at  a point in t ime is
incredibly di f f icult .  But understanding the motivat ions and aspirat ions of  an
organisat ion ’s  employees at  a l l  levels is  an essentia l  part  of  understanding how
culture contr ibutes – be i t  def ined as values or pract ices or a combinat ion of  both.
As with al l  other RI  rules,  understanding how culture can contr ibute to an
organisat ion ’s  success and how it  l inks to implementat ion of  the other RI  rules,  rests
on having a good knowledge and understanding of  i ts  people in al l  of  i ts  diversity
and commonal i ty  and how they respond to the structures,  processes and r i tuals of
the organisat ion and relate to external  developments.

So just  as RI  does not see culture as a dr iver of  success on i ts  own,  the RI  rule sees
it  as a complementary character ist ic  of  successful  organisat ions.  As long-term
culture researcher Heskett  (2021) puts i t :

Heskett  conceives of  cul ture as a plat form  that either enables or constrains the
implementat ion of  successful  strategy implementat ion and points to successful
organisat ions as having cultures that are character ised by trust ,  part ic ipat ive
cultures,  and strong customer engagement.  Overal l ,  i t  is  open to change and
adaptat ion and bui lds the competencies (and judgment)  of  employees to respond
posit ively  as c ircumstances and strategies change.
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“An effect ive culture embodies learning,  innovat ion,  and change.  Cultures
centered around transparency and trust  pave the way for change.  In this
way,  culture is  an enabler of  an agi le approach to strategy.  I t  makes the
leadership and management of  a l l  k inds of  change easier ."
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