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CORFORATE CULTURE? WHAT IT IS AND HOW TO CHANGE IT

ENGAR H. SCHEIN
SLOAN FELLOWS FROFESSOR OF MANAGEMENT
SI.0AN SCHOOL OF MANAGEMENT, MIT
Invited address delivered to the 1983 Convocation of the Scciete of

Sloan Fellowsy MIT» Oct., 14, 1983,

A few wears ago the concert of corroraste or ordznizational culture
was hardly mentioned by ansone but 2 few social scientists, Todaw it
ie one of the hottest torics around becauses it is 3llegedr 2 better
understanding of bhow to build ¢the right kind of culture or 2 strong
culture will solve some of our eproductivites eroblems, Severzl recent
bookss most notably the Feters and Waterman (1982) rerort on the
McKinsew studw of excellent American comraniesy emrhasize that "strong
cultures® are 3 necessary indredient of excellence. So the hunt iz on
to find strond culturesy andy thereby, fix our rroblems.

The dilemma is that we dont know exactly what we are hunting for,
And it is not at 3ll clear that we would know what to do with the catch
if we found it. All kinds of definitions of ordganizational culture can
be foundr and 2ll kinds of models are advocated for creatind, manading.
chanding or even circumventing culturer Just in case culture turns out
to be an unfriendls animal.

Even if we learn how to decirher ordganizational culturey it i not

at all clear whether full knowleddge of one’s own culture is alwaus
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heleful. Sometimes self-insidht is 2 source of anxiety 3and
discouradements and sometimes self-insight destroys the mycticue of
what we have. On  the other handy lachk of insight into one’s own
culture leaves one vulnerable to forces of evolution and chande which
one does not understand and maw have difficulty controllind,

One can  see this clearlw in the introduction of new technolodies
znd #rocesses such as the informationsy control, and decision surrort
sustems which the comruter has made rossible., S8Such sustemz have the
effect of forcing manadgers and emrlovees to confront asrects of their
culture which +thewy had never +thought about hefore. For examrler the
introduction of electronic mail makes managers confront the auestion of
how thew rrefer to relate to ezch other and what a2sesumrtions thew hold
about decision makind., In one ordganication I know ofs manaders came to
realize that thew derended on face-to-fazce contact and frecuent
meetinde, Instead of chanding <their stwley thew chose to heold on to
this wau of working andy instead, subverted the electronic m2i1l
sustem.

In another ordanizationy the introduction of rersonal comeruters on
all executive desks made it rossible for senior mamnaders to be fulle
informed about 2ll zsrects of their ordanizationy» 2 rower which thew
used to question lower levels about anve deviations thew noticed., This
rroduced so much resentmenty hiding of informations and even fa2lsifwing
of informations that the sustem had to be modified +to introduce time
delays into 4the information flow. Senior manadement saw data one daw
later than lower 1levels to allow them to investidate and find out why
thinds were off.

The whole sustem of trusty deledgationy manadement by obdectives:
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develorment of subordinatesr and dettind decisions made close ¢tn the
roint of actions can be wunwittingls undermired by the attemet to
introduce some new technolodies and rractices. If we do not have
insight into such conseauencess we maw chandge our ordanizations in wavs
that are neither desirable nor effective in the lond run,

Insight into cultural matters 3lso clearly sffects the creation
and imrelementation of stratedu, Not only does culture limit the
stratedgic ortions which are conceivable to a2n ordamizationy but clearlvy
one cannot imrlement strategies if thew run 2d3inst rowerful cultural
assumrtions. One sees this most clearly in the tranmsition from an
endineering based +to 3 marketing based ordganization., Not onlwy is it
difficult for the ex-endineer to conceive of marketing in the waw that
the rrofessionzal marketer rerceives this function but the
imrlementation of 2 marketing stratedy mayw be undermined bw the kind of
reorle who are in the sales forces the incentive sustems oreratings the
issues that executives ray attention toy and so on.

Yet the economic situation of an ordanization may dictate =2
stratedy which requires some culture chander so we need insight into
how to manade and chande culture, But we must not forget that culture
as a3 concert was invented by anthrorolodists to describe those elements
of 3 social system which were» in many sensesy the LEAST changezble
asrects of that sustem.

How then shall we rroceed to make sense of this area and to
develor some useful insidghts for the management of ordsnizations? I
would 1like to arrproach these issues todaw by reviewind a3 model of

corrorate culture which emrhasizes how culture is learned. If we are

to influence the dynemics of culture chander we must first have 2 clear
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model of culture oridins.

A DYNAMIC MODEL OF ORGANIZATIONAL CULTURE

The simrlest wae to think about the culture of any drour or socizl
unit is +to thimk of it 25 the sum total of the collective or shared
learning of that unit» 3s it develors its carscity to survive in its
external environment and to manade its own internal affairs. Culture
is the solution to extermnal amnd internal rroblems which have worked
vtonsistently for a3 drour and are therefore tausht to new members as the
correct wae to Ferceiver think azbouty z2nd feel in relatiom to those
rroblems.

The kinds of =roblems which aznw <=rour faces a2re shown in Chart 1.
Think of & comrany that has Just been formed or 3 new ordaznization
besed on 3 merder, This new social unit must develory if it 1ic tc
survive in ils external environment; 1) 2 sencse of its ouwn mission or
Frimary tasky some reason for existing., From this is turiczlly eveolved
2) some concrete doalsy 2) some means for accomrlishing those doalss bw
which I mean the ordanizational structures and decision rrocessecs which
are develoreds 4) some means of monitoring rrodresss the information
and control suystems that are utilizedy and $) some means of rerziring
structures and rrocesses if thes are rot accomsrlishindg the doszls.

In order to fumnctionm a3t 21ly however» the sfoup must have 1) =2
common landuade 2nd concertual catedoriesr 2) some wayw of defining its
boundaries and criteria for membershiry which is twrically embodied in

the recruitment, selections socializationsy trainingy and develorment

suwstems of the ordarnizations 3I) some w3y of allocating authoritye.

rowery statussy rrorertyy and other resourcess 4) some norms of how to
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handle interrersonal relationshirs and intimacys what is often embodied
in the terms stule or climate of the ordanizations 9) criteria for the
disrensing of rewards and runishments» and é) some way of corind with
unmanadeabley unrredictabley and stressful events. This last srea is
usually dealt with by develoring ideolodiess relidions» surerstitionss
magical thinkindg and the like.

Note that ordanizational culture embodies the <solution to 2 wide
rande of efroblems. We must never make the mistzke of assumind that
when we have described one asrect of 2 diven ordganization that is very
salients such as how reorle are manadedy for examrler that we have then
described the whole culture. Such 2 total descrirtion should dezl with
each of the external and intermnal issues which have been identified.

I have also observed in those ordanizations that I know well, thsat
thews are to some dedgree intedrated by ever more basic assumrtions which
deal with broad human issues. It 1ie rprobasly the human need for
rarsimony and consistency which drives wus to these higher order
concertss dealing with furdamental matters of ordanization/envirconment
relationsy the nature of human naturey the nature of human activity and
relationsﬁiPSv andy most imrortanty the nrnature of reality and truth»
embodving very fundamental concestusl catedories about times sraces and

the nature of thinds.

I call these ASSUMFTIONS rather tham VALUES because thew tend to
be out of awarenessy tazken for drantedy and basicalle viewed as
automatically true and non-nedotiabtle. Values are debatable and
discussiblej basic asssumrtions are not. We are ur adainst 3 basic
assumrtion when our observations or aeuestions are treated as dumb»

crazdyy or too absurd to be dealt withy as when someone cecuestions

At
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whether the world 1is round» whether it is necessary to make 3 rprofit,
why orne should not schedule more than one ferson at 2 time for zn
arrointments and so on.

Once 3 drour has had enoudgh of 2 history to develor a3 set of bacic
assumrtions 2bout itself, we can think of the culture 2¢ existing at
three levelsy 23s shown in Chart 2., At the most surerficial level we
have artifactss the visible behavioral manifestations of underlzing
voncerts, Thew are easy to sees but hard to decirher. r 1 see that
every office has an oren doors that reorle wander int:- each otheres’
offices and ardue a3 loty what does thazt mean? The arti o~ 231 vieible
and hezrable environment can provide clues but rarelw deces it rrovide
BNsWers.,

The next level has more credibilite, If I ask reorle questions
about why they do what thew do» 1 will elicit wvalues and besgin to
ynderstand the reasons behind some of the behavicr. I maw learn that

doors are oren pecause the Fresident of the comrany ordered them to be

oreni he believes that evervone should zlwaws be accessible. I mav
. learn that reorle chat with each other because communication is highle

E
|
i

"o valued» and that thew argue &2 1ot because one is surrosed to det
{
! adreement of decisions before actindg. I mae also learn that middle
4

manaders are auite frustrated because decision making is takindg too 3

londr» but 1if theuw trwy to become more efficiermt and discirlined.

|

t

!

|

| *somethind® in the environment which thew cannot identifw resists.

|

h When 1 have 2 dood deal of information of this sort I can bedin to
X see whuy the organization works the way it doesy and often imrrovementcs
l ; immediately suddest themselves 3t this level, But I have not uet

really confronted the essence of the culture at all. The values I have

o
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encountered are themselves manifestations of the cultures but not what
we could think of 2s the drivindg force or essence of the culture.,

I believe that what really drives or creates the values and overt
resronses 1is the learned underluind assumrtions. As 2 dgrour or
ordanization solves its collective rroblems it alwaus orerates with
some world viewr some cognitive mars some hyrotheses a2bout realitu,
andy if it has success in solving those rfroblemsy that world view comes
to be seen 23s correct and valid, It chandes from a huerothecis to an
assumrtiony andy if it continues to worky it dgraduz2lly drors out of
awareness altodether,

Recause of the human need for consistency and orders» the hasic
assumrtions dradualle come to be coordinated into 2 ratterny assuming
thazt the dgrour has 3 lond enoudh life for this rrocess to harren, So
what I reallys mean by culturey is the FATTERN of underlwing ASSUMFPTIONS
which are imrlicits taken for dranted, and unconscious» unless thew are
deliberately surfaced by some rrocess of inQuiry.

For examrley if 1 continue to rrobe in the sbove comranysy I will
discover that the deer reason why it has oren office landscares» oren
doors and freaquent meetinds 1is the shared assumrtion that truth can
ornly be determirne be some rrocess of testing ideas on each other. This
avsumertion sbout truth is combired with the assumetion that angone can
have ideas but no one is smart enoudh to 3ssess his or her own ideas:
not even the bosss hence mutual testing is the only way to determine
truthy even if that takes time and enerdu.

By contrastr in another comrany that has manuy locked offices and
few meetingsy the basic raradigm involves the assumrtions that a Job

is considered to be a8 manader’s rersonal ¢turfy not to be interfered

i
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with unless there is clear evidence of failurey 3nd thern only the boss
has a8 ridht to intrude with suddestions and corrective measures.
Whereas in the first ordganization there is imnformation overload and

frustration over slow decision making because too many reorle can cet

('3

into the act» in the second ordanization there is frustration over the
inability +to get innovative information from one rart of the
ordganization to another. The susddestion that there should be a sustem
of lateral communication simrly never dgets off the dround because it ic
assumed that one will threaten and insult +the manager if one offerc
information when none has been ashked for.

Assumrtions can dgrow ur about the nature of 2 successful rroducts
what the market rlace and customers are likes which furnctions in the
comrFany really are the most imeortant onesr what is the best form of
ordanizations how reorle should be motivated and marnadged based on
Theory X or Theorw Y assumrtions» whether or not individuals or drours
are the wultimate unit of the ordanizatiorns and so on for each arees
shown in Chart 1. It is the interlocking of these assumrtions into 3
basic raradigm which |is the deer and most imrortant laver of

ordanizational culture.

HOW IS CULTURE LEARNED?
There are basically two learning mechanisms which interact!?
1) Anxietwy and rain reduction! the social trauma modeli and
2) Positive reward and reinforcement! the success model.
Picturey if wou willy 3 new drour created by 8 founder. Such 3

drour will encounter from tﬁe bedinning the basic anxietwy which comes

from uricertainty 3s to whether or not the drour will survive and be
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productiver and whether ¢the members will be abtle to work with each
other. Cognitive and social wuacertainty is traumaticr» leading drour
members to seek waus of rerceivingy thinkind, and feeling which thew
can share and which make life more rredictable. The founder maw have
his own rreferred waus of solvindg these rroblems which dget embedded in
the drours but only as the drour shares in the solutions and sees that
thew work can we think of cultur?l learnind (Schein» 1983).

In addition to these initiéi traumasy every new drour will face
crises of survival in its early historu. As members share the
rercertion of the crisis and develor wass for dealindg with ity thewy
learn to overcome the immediate ra3in, and also learn waws of avoidins
such rain in the future. When a3 situation arises that is similar to
a #rior crisisy it will arouse anxiety and cause the drour to do what
it did before in order to reduce the anxiety. It will avoid 3s much as
rossible relivindg the actual rain if it can be avoided by ritualicstic
wads of thinkind, feeling» and behaving.

For exsmrley if 3 wound comeranu faces extinction becsuse of 2
rroduct failures» learns that it has underendineered the esroducty and
survives bu careful re-desigm of the sroducty it may well learn that to
avoid such trauma in the futures it should endineer rroducts more
carefullsy in the first rlacer even thousgh that is more costlu.
Whatever works in ®saving' the ordanization» becomes learned as the wav
to avoid future trauma. Members of the ordanization besin to think of

careful endineeringd as "the waw we do thinks sround here»® and teach

new incoming endirneers that °*that is the waw we should design

rroductsy® based on the now unconscious sssumption that this is the way

to win in the marketrlace.
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The rroblem with this learnind mechanism is that once we have
learned to do something to avoid a ra2inful situationy we continue to
avoid ity thus rreventing ourselves from testindg whether or not the
dander still exists. The comrany that nrow carefully endineerc
everything cannot find out whether or not customers now would or would

not accert 3 less well endireered and less costly rroduct. Trauma

pased learning is hard to undor because it rrevents us from testing for
chandes in our environment, Cultural assumrtions learned by this means
can then be thought of as DEFENSE MECHANISMS which the dgrour has
invented to core with anxiety and rotential trauma.

The second mador learning mechanism is rocitive reinforcement, We
rereat what worksy and dive wur what doesnt. If the wound comranv
starts with some founder beliefs that the waw to succeed is to rrovide
customers dood service» or to treat their emrlogees 25 their malor
resourcer or to slwasvs have the low Frice rroducts or whatevers zand
action based on that belief succeeds in the market rlacer then the
drour learns to rereat whatever worked and draduslly accerts it 2c 2
shared view of how the world really isy therebwy creating a riece of its
culture.

But this learning mechanism is different from trzumatic avoidance
learning in that it rroduces resronses which continually test the
environment, If the environment is consistent in sroducing success and
then chandes so that previously successful resronses no longer works
the drour will find out about it quicklysy and the resrponses will be
re-examined and chanded., 0On the other hand, this learnindg mechanism
can 3lso produce behavior veruy resistant to chande if the environment

is incornsistentsy rroducindg success at one time and failure at another
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time, Unrredictable intermittent reinforcement leads to veruy stable
learning Just as traums does.

Learning theorists also noter by the wavy that avoidance learning
is so stable because not onlw does the ritualized avoidance resronse
avoid +the r3ins but the actual reduction of the anxietwy the
anticiration of rainy is very rewardind. Thus some ordanizational waus
of thinkind about rroblems sroduce the immediate comfort of anxiets
reductiony even thoudgh those waus of thinkind may be disfunctional in
terms of @asdartation to a raridly changind environment. And if those
wauys of thinking have become deerly held, taken-for-sgranted, basic
assumrtions about the nature of +the worldy, it is no small task to
contemrlate how thes might change.

Once we have adorted 2 learning model of cultures the aquestion of
whether every ordanization has 2 culture can be answered in terms of
whether or not it has had am orrortunity for such collective socizl
learning to occur. For examrley if there has been low turnover of
reorley esrecially in key rositions of influence» and a3 history of

intense exreriences with each others a3 collectivey shared waz of

thinkindg can be develored very auicklyy 3s was often observed 1in
wartime in military units. Thusy one could rostulated that the
strendthy clarityy and dedree of intedration of a corrorate culture or
sub-culture is directls erorortional to the stability of the

membershir of the droury the length of time ¢the sdrour has been
togethers and the intensity of the collective learning which has taken
rlace during that historu,

Noticey by the wawsy that if one adorts such a view of how

corrorate culture is learnedy one canrot simply CREATE a3 strong culture




by executive sction. Such a3 culture evolves throudgh shared history rniot
manaderial decisions to have 3 strong culture. 0f coursesy one can
3lwass a3dort the arrroach of 3 South African chief executive I krnow who
created strond manaderial teams by sending them off om 2 danderous
safari todether, Whether such a3 model «can be escalated to total
ordanizations is somethind we can 3l]l sreculate about.

This arrproach 3lso deals with the rroblem of what is a sub-
culture. Any drour within an ordanization has the rotential of
develoring its own culture if it has stable membershies and a3 history of
Joint sroblem solvind. Thus we would exrect to find within 3 diven
ordanizations a8 variety of functional» deodrarhicy» rank levels» rroject
teamy» and other cultures whichs from the roint of view of the totsal
ordanization can be thoudht of validly as ‘*sub-culturess'® Just as the
total corrorate cultures if there is oner can be thoudht of 25 a2 “sub-

culture" vis-a-vis the larder societwy in which that comrany orerates.

SELF INSIGHT AND CULTURE CHANGE.

Given this model of ordanizational cultures what can we sas about
the pro’s and con’s of obtsining insight into this deer levels znd how
does this relate to ordanizational culture chande? The answer derends
on the circumstances in which the organization finds itselfs» 3s Chart 2
illustrates. I am hurothesizing that the culture issue is different st
different stadges of development of an ordanization (Davisy 1982). I am
also hurothesizing that the kind of chande which is possible derends
upon the dedree to which the orsanization is wunfrozen and readws to

chandey either because of some externally induced crisis» or sonme

internal forces toward changse (Schein» 1980),
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Chart 3 shows three major develormental periods +that can be
identified in srivate ordanizationsr and for each rperiod hurothesizes
what the maJor culture issues arer how much self-insight is crucialy
and what chande mechanisms are likely to be orerating.

BIRTHy GROWTHy FOUNDER DOMINATION AND SUCCESSION

I am lumrind todether here a3 whole host of sub-stades and
processes and am idnorindy for the moments that this stade can last
anywhere from 23 few 4gears to a2 few decades. At this stade the
ordanizational culture serves the critical function of holding the
ordanization todether while it dgrows and matures. It is the dglue that
sermits rarid drowth and the influx of many newcomers, One might
exrect to see strong socialization rrocesses which become almost
control mechanisms» and one might observe strong defernsiveness around
the organizational culturesr becasuse members recodnize how critical the
culture is as a3 force toward intedration.

In this stade one can see the culture as 3 distinctive comretencer

and &8s 38 source of identity and strendth. Assumrtions abtout
distinctive comreternce can involve the ordanization’s rroductsy
srocessesy structurey or even relationshirs., For examrles 1 know of =

yound and raridly drowing comrany in the lawn service business which
has chosen their emrlovees not their customers or stockholders as their
primary stakeholders. All their truck driverss secretariess and
maintenance reorle fully understand the economice of the business on
the theory that if the emrlovees feel totallw committed and
professionalr theuy will see to it that customers are found and are well

treated. The continued success of the business hinges on the abilite

to maintain such identification with the core mission on the sart of 2

S —————
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raridly drowindg work force.

Self-insidght is critieal in that it is imerortant for members to
recodgnize what their source of strength rezlly iss but the srocess of
achievind that insidght is not easy because one only wants ¢o look at
the rositive and desirable aualities of the culture at this stade. A
comrany mag have dotten where it is by ruthless comeetition in the
market rlace and ruthless internal weeding out of incomretentsy but it
does not necessarily want to accert that self-image 2 beind its
distinctive comretence and source of strendth.

During the reriod when the founder or the founder’s family is
still dominant in the ordsanizations one may exrect little culture
chande but 3 dreat deal of effort teo clarify, intedrates maintains and
evolve the cultures erimarily because it 1ie identified with the
founder, Culture CHANGE becomes an issue only under two conditions?

1Y the comrany runs into economic difficulties forcing tew
manaders to re-evalute their cultures or

2) succession from the founder to eprofessional manaders forces
assessment of what kind of successor to rick,

How then does culture chandge harren in this stade? 1 believe ore
can identify four mechanisms?

1) Natural evolution» survival of the fittesti

2) Self-duided evolution throudh ordanizational theraryus

3) Manaded evolution throudh selection of husbridsi

4) Mariadged evolution through introduction of kew outsiders.,

MECHANISM 1. NATURAL EVOLUTION. If the ordanization is not under too

much external stress and if the founder or founding familw are around
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for 2 lond time» the culture simrly evolves in terms of what works best
over the wears. Such evolution involves two basic rrocesses!?

( a) General evolution toward the next stade of develorment, i.e.
diversificationy complexityy higher 1levels of differentiation and
intedrationy crestive swntheses into new and higsher level forms., The
elements of the culture which orerate as defenses are likelwy to be
retained and strendthened over the wears.

b) Srecific evolution or the adartation of srecific rarts of the
ordanization to their rarticular environments. Thus 3 high technolody
comrany will develor highluy refined R & I skillsy» while 3 consumer
fsroducts comrany in foods or cosmetics will develor highluy refined
marketing . skills., In each case such differences will reflect imrortant

underluing assumrtions about the nature of the worlds and the actual

drowth exrerience of the ordanization.

MECHANISHM é. SELF-GUIDED EVOLUTION THROUGH ORGANIZATIONAL THERAPY. If
one thinks of culture as beind in rart 2 defense mechanmism to avoid
uncertainty and anxietur then one should be able to hels the
ordanization to assess for itself the strendgths and weaknesses of its
cultures and modify it if that is necessary for survival and effective
functioning., Therapy which orerates throush creating self-insight
permits codnitive redefinition to occury and thereby can eroduce
dramatic chandes, Outsiders are necessaruy for this rrocess to unfreeze
the ordganizations ;rovide Psscho;osical safetys helr to analuze the
rresent defensive nature of the culturey reflect back to kew peorle in

the ordganization how the culture seems to be oreratinsgs and helr the

process of codgnitive re-definition (Schein & BRennis» 1965F Scheiny




—— A

- 16 -~

1969).,

When this process worksr usually because the client is highly
motivated to chandes dramatic shifts in assumrtions can take rlace. 1
know of one comrany that could not make 3 crucisl transition because of
a history of definind marketing in verwy limited merchandising terms,
andy bencer seeind little value in the functiom. This assumrtion» i.e.
that marketing cannot really helry led to hirind roor marketers and
losind the dgood ones which the comrany had, Onle when key executives
had real rersonal insidht into how thesw defined marketings and
cognitively redefined the function in their own mindy were theus able to
adort the assumeption that marketing could helr.

Much of the field of rlannmned chande and ordanization develorment
orerates on the therareutic and self-insight model., The assumrtion has
to be made that the sustem is unfrozens» i.e. there is motivation to
chandgey angd that there 1is readiness for self-insight however much rain
that might entail. Ordganizations sometimes have to sget into rezl
troubley however» before thev recodnize their need for helrs, and then
they often do not seek the right kind of helr, Sadlyy ordanizations
are no different in this redard from individuals,

This would model of chande isy of coursey 3 direct rarallel to an
individual chanding 1life course or rersonality as & result of an
intensive therareutic rrocess which emrhasizes insight a2s critical.
Powerful belief chande can occur with cognitive redefinition. For
examrley in the studies of erisoners of war wunder pressure from
interrodgators to confess to crimes which theyw felt they were innocent
ofy the crucial chandge came about when the eprisoner suddenls had the

insight that his or her defirnition of crimer fuilty snd innocence were
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all different from those of the cartor. Once codnitive redefinition
had taken placey i.e. recodgnizind that from the roint of view of the
cartor certain rreviously unrecodgnized thinds were defined a3s crimesy

it was rossible to chande one’s view of oreself (Scheins 1961).

MECHANISM 3, CHANGE THROUGH HYBRIDS. One process which I have seen in
several comranies is cartured by the feeling "we dont like what he is
doing in the way of chandindg the rlacer but 3t least he is one of us.®
If the ordanization’s leaders recodnize the need for some chansge» but
dont quite know how to dget theres theuw bedin to sustematically select
for keuw .Jobs those members of the old culture who best rerresent the
new assumrtions that the leaders want to imrlement.

For examrle» in one raridly drowing comrany there is the rroblem
of moving from the assumrtion that the way to function is to 3ll think
for ourselves and exercise local ortiony to the assumrtion that the wav
to function is to make some decisions at the tor and imrlement them in
an efficient and discirlined wau. To dset to this waw of orerating the
CE0 has increasindgly selected for senior management rositions those
youndger manaders who have drown wf in and believe in the more
discirlined ways of doind thindsy i. e, managers with 3 manufacturing
backdround.

Formal manadement succession when the fourder or founding family
finally relinquishes control erovides an orrortunity to chandge the
direction of the culture if the successor is the right kind of hubrid,
rerresenting what is needed for the ordganization to survives vet beind
seen as accertable °"because he is one of us® and therefore also

a conserver of the old culture. An interesting srecial case is to

Auisiibines.
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create 3 hubrid by having an outsider who 1is beind *droomed® as the
successor to the founder serve for 3 number of wears on the Koard of

Directors and becomind therebw rartially acculturated.

MECHANISM 4, CHANGE THROUGH KEY OUTSIDERS. It is not wuncommom in the
succession rrocess of a3 woung and drowing company to turn to outsiders
to fill key rositions on the drounds that the ordanization needs to be
more ‘professionally® manadeds that isy needs ¢to brindg in modern
manadement tools which the founder is often rerceived to lack., Turnind
to outsiders is also the most 1likely course if the comrany is in
economic difficulty due to rerceived inefficiencies associated with the
old culture.

Gibb Duery one of our draduate studentsy has looked at this
chande mechanism in several ordanizations and has found what arrear to
be the kew conditions for this eprocess to work. Assuming that the
outsider is really seen 3s differenty rot merelw 3 hybridy it would
arrpear that the followind scenario is erototurical--the ordanization
develors a2 sense of crisis because of declining rerformance or some
kind of failure in +the marketrlace and concludes it needs 3 new
manaderial arrproachi an outsider is brought in with different
assumptionsy many of which immediatelw conflict with the culture of
oridiny causing shkerticisms resistancer and rossibly even sabotage of
the new leader’s Pprodgram. If ordganizational rerformance imrrovesr
and if the new leader is diven credit for the imrrovementy he or she
will survive and the new assumrtions broudht in will bedin to orerate.
*We dont like his arrroachy but we cant ardue with the fact that he

made us profitable once adainsy so mavbe we have to try the new waus.'
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If imrrovement does not occury or the new leader is not diven credit
for what improvement does occurs he or she will be forced out.

DIVERSIFICATION AND ORGANIZATIONAL MIDLIFE

Let wus 1look next a8t the cultural issues of ordanizational
mid-life, It seems to me we are now facind a3 very different situation,
The ordganization is established and must maintain itself through 2
continued growth and renewal rrocess. Whether or not to rursue such
drowth throudgh further deodrarhic exransions develorment of new
productss orening ur of new marketsy vertical intedgration to imrrove
its cost and resource rositiony merdgers and acauisitionsy
divisionalizationy or srin-offs becomes 2 maJjor strategic issue,

Where culture was 2 necessary dglue in the dgrowth reriod, it is
likely that the most imrortant elements of the culture have now become
institutionalized or embedded in the structure and major rrocesses of
the ordanizationy hence consciousness of the culture and the deliberate
attemrt to build, intedrate or conserve the culture has become less
imrortant., The culture that the ordanization has aceuired during its
early vears now comes to be taken for dgranted. The onlw elements that
are likely to be conscious are the credosr dominant valuessy comrany
slodansy written charters and other rublic rronouncements of what the
comrany wants to and claims to stand fory 1its esroused values and
theories (Arduris & Schony 1978).,

At this stade it is difficult to decirher the culture and make
reorle aware of it because it is so embedded in routines. It mav even
be counterrroductive to make reorle aware of it unless there is some
crisis or eroblem to be solved. Mansgers view culture discussions as

boring and irrelevanty esrecially if the comrany is large and well

daate
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established,

I would hurothesize that a2t this stade there may be strong forces
toward culturzl diffusions toward loss of intedration because rowerful
sub-cultures develor in the systemy» and because it is difficult te
maintain 2 hishly integrated wniform culture in 2 larger more
differentiated ordanization. Furthermores it is not clear how
imerortant it is for 211 of the elements of the culture to be uniform
and intedrated., Severzl condlomerates I have worked with have sment 3
do0d deal of time wrestling with the cuestion of whether to attemrt to
rreserves or in some casess trw to build 2 common culture? Are the
costs associated with such an effort worth it? Is there even 3 dander
that one will imrose 2 culture on 3 sub-unit which might rnot fit ite
situation at a3l1l? On the other hands if sub-units are 211 allowed to
develor their own culturesy what is the comretitive advantade of beingd
3 single ordanization®

Geodrarhic exransionsy merders and acauisitionsy introductions of
new techmologiesy 3ll require a careful self-assesement to determine
whether the cultures to be integrated or nmerdged arey in Tact,
comeatible, The mador conclusion to be drawn 2about this stades theny
1s that the cultural issue ie comrlex 3nd diverse. Ore might 2lmost
argue that in this stade there are so manv different kinde of roccible
conditions which midht recuire some manadgement of the cultural izsuecs:
that executives of mature healthw comranies should be recuired to
understand as much as rossible about cultural dunamics. If they then
find themselves in a drowthy diversifications aceuisitions or mnerdger
situations they would then have the necessary skills to diagnose and

manade the cultural issues.




If external or internal conditions chande and create a motivation
for imrrovements then suddenly the culture issue becomes relevant and
salient. If the environment creates a8 crisis because of new
comretitiony new technolodies: chanding market conditionsy
or socio-rolitical chandesy the ordanization maw not be able to solve
rroblems effectivelwy, It only knows its own slogans and wmyths. Kew
manaders now need 3 deerer level of self-insight into the content of
their culture and into the tultural rrocess that is erobsblw doing on,

Four mechanisms of culture change seem to me to be relevant at
this stade in addition to the four which have been mentioned asbove!

S5) Planned chande and ordanization develorment

6) Techrnological seduction

7) Chande throudh scandals explosion of muths

8) Lodical incrementalism

MECHANISM 5. FLANNED CHANGE AND ORGANIZATION DEVELOFMENT. Much of the
work of ordanization develorment practitioners deals with the knitting
todether of diverse and warrind sub-culturesy helring the dominant
coalition or the manaderial client suystem ¢to fidure out how to
intedrate constructivelw ¢the multirle agendas of different sgrours
(Beckhard & Harrisy 1977), Thus headauarters/field conflictsy
conflicts between functional droursy or» in a matrixy Dbetween
functional drours and sroJect droursy destructive comretition between
divisionsy and so ony 311 reauire cultural wunderstandind and the
creation of interventions which eermit mutual insidht and the

development of commitment to surerordinate comepany doals. Such

commitment alwavys seems ¢to involve both self-insight into one‘s oun
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assumrtions and insidht into the assumrtions of other drours with whom

one feels in conflict.,

MECHANISM 4. TECHNOLOGICAL SEDUCTION. This is a verwy 1larde catedory
which includes the diffusion of technolodical innovation a3t one extreme
and the deliberates manadged introduction of srecific technolodgies for
the sake of seducindg ordganization members into new behavior which willy
in turny require new valuess beliefs» and assumetionss 3t the other
extreme. For examrley in situations where senior manadement sees too
much cultural diversity, it often introduces a seemindly "neutral® or
‘srodressive® technolody which has the effect of dgetting reorle to
think in common terms.

For examrley manyg comranies have introduced rrodrams of leadershie
trainindg built around notions like the Rlake Maraderial Grid (klake &
Moutorny 1969) in order to erovide manws lavers of manadement with 2
common vocabulargy and common concerts that make it rossible to develor
3 more intedrated uniform set of sractices across diverse drours in the
ordanization. The current rractice of introducing rersonal comruters
to several lavers of manadementy and the mandatory attendarnce at
trainind courses may be intended +to serve 2 similar kind of unifuing
function.

We should, of course» recodnize that one reason why so manyd reorle
resist such new technolodgies 1is because they sense that their cultural
assumptions are being challended and threatened. Technological changes

not only disrurt our behaviorsl ratterns but force us to 1look at and

rpossibly chande our underluwing assumptions.
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MECHANISM 7. CHANGE THROUGH SCANDAL» EXPLOSION OF MYTHS. It is not
clear whether one should call this 3 mechanism or simply note it as one
kind of event which can produce rowerful culture change. As 3 comrany
matures it develors 3 rositive ideolods and a3 set of muths about how it
oreratesy what Ardgyris § Schon have labelled "esroused theoriesy®
whiler at the same times» it continues to orerate by other assumptions
which thew 1label "theories-in-use' and which more accurately reflect
what actually does on. For examrler an ordganization mav esrouse that
it takes individual needs into consideration in making deodgrarhical
movesy dYet may make it virtually imerossible for rpeorle to refuse an
assidgnment because of the assumrtion that if one refusesy» one de facto
takes oneself off the rromotional track. An ordanization mayv esrouse
that it wuses rationa)l decision making techniaues based on market
research in introducing new &roductss vet may find it imrossible to
challende the biases and ret erojects of certain key manaders,

It is where such incongruyities exist between esroused and in use
theories that this chande mechanism arrlies most clearlu. Nothing
chandes until the conseaquerces of the theorv in use create a3 rublic and
visible scandal that cannot be hidden» avoided, or denied. A senior
executivey who has been posted to 3 rosition he did not want» commits
suicidey and his note makes it clear that he felt the comrany rpushed
him into it. A rroduct fails in the market rlace or turns out to be
unsafe and members of the organization leak the fact that their own
market research had shown the eroblem 811 along. Such events suddenly
exrose an element of the culture in such a waw that it is immediatelwyw
reassessed as incongruent. Strong rolicies are then immediatelw put in

rlace to chandge the assumption which was orerating,
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The wayg in which I have described this mechanism it is more
evolutionary than manadgedy but I surrose one could imadgine scenarios
where manaders actually endineer scandals in order to 1induce some of

the chandes theys want.

MECHANISM 8, LOGICAL INCREMENTALISHM. Lodical incrementalism wmeans
that 1in every decision area wunder the discretion of 2 manaders the
decision is consistently biased toward 3 rnew set of assumrtionss but
that individually each decision 1is 3 small chande. The concert uwas
introduced by Quinn (1978) to describe what he saw 3s the actual
rrocess by which stratedy is imrlemented in ordganizations., Kew leaders
do ot create massive chandes even thousgh thew have a3 clear concert of
where thew eventuzally want to end ue, Instead thew look for
orrortunities to make small chandgess constantly test how thew worked
outr and concentrate on the orrortunistic wtilization of fortuitous
events to move the system in a desired direction. Different
sub-systems comrete for their solutions and tor manadement re:olves
the issue by selective surrort as the external situation recuires it.

Such a rrocess chandes the culture slowlw over 2 lond reriod of
timer esrecially if one set of such incremental decisions is the
rerlacement of reorle in key rpositions by reorle with different
assumrtions, Executive selection and staffind rrocesses arey in this
senses one of the most rowerful rrocesses of cultural change.

In susmarys ordanizational mid-~life is the period when manadgers
have the most choice of whether and how to manade cultural issues» and

therefore need to be most aware of how to diadgnose where the

orsanizastion is and where it is dgoing. If ordanizations face
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increasindly turbulent environmentsy one might well advocate not STRONG
CULTURESy but FLEXIBLE CULTURES, where flexibility hindes on cultural

diversity rather than uniformityu.

ORGANIZATIONAL MATURITY AND/OR STAGNATION AND DECLINE

The next and last stade to be considered is rperhars the most
important from the point of view of culture chande» because come
ordanizations find that rieces of their culture or their entire culture
become disfunctional in a8 dynamic comretitive environment.

If a comrany has had a3 track record of success with certain
assumrtions about itself and the environments it is unlikelw to want to
challende or re-examine those assumrtions. Evern if it brinds them to
consciousness it tends to want to hold on to them because they Justify
the rast and are the source of ordanization members’ self esteem. Such
assumrtions now orerate as filters which make it difficult for kev
manaders to understand alternative strategies for survival and rerewal,
no matter how clear the stratedy consultant’s data and argument tend to
be. Even if they are wunderstood thew often cannot be imrlemented
because down the 1line in the ordanization the new concerts are not
comprehended or accerted,

Unless survival anxietuy is st least as high a3s the anxietw which
accomranies divind ur eresent cultural solutionsy no motivationm to
change will be aroused. To pPut the matter metarhoricallyy if I have
learned to fear dark rooms because I have zlwavs been punished by beind
sent to a dark roomy I will avoid them whenever rossible. BRut if I am
beind chased bvw 2 man with 3 gun and the onlw alternative 1is a dark

roomr I will fordet muy other fear and hide in it to survive,
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For examrlesy 3 comrang which has built its success orn basic
research now faces 2 world in which it is not clear whether there ic
much left to be inventeds, where ratents have run outs and where vounder
more flexible comretitors are threastenind, The comrany needs to becone
more innovative in marketing» but the culture is built around research
and the creative marketers have 23 hard time detting the attention from
senior manadement which they need. The research derartment itself
needs to become more resronsive to the market slace but it still
believes that it kriows best. Even those senior manaders who can see
the dilemma are caudght in the culture in that thew carnnot really
challende and overrule the rowerful research reorle. On  the
interrersonal side the culture dictates that a Job is 2a rerson’s own
fiefdom. To ask for helrs or to asccert it 2re both signs of weskness.
To offer helrs or information 1is rotentially imsulting in that it
imrlies that the recirient does not know hies or her Job., Everusone ic
for chandey but no-one knows how to get therer and the anticirated
anxiety of real self-examination effectivelw keers that from harrening.

In this kind of situation the choices are between more rarid
transformation of rarts of the culture to rermit the ordanization to
become adartive once adainy» what can be thoudght of as a TURNAROUND, or
to destroy the drour and its culture through some rrocess of TOTAL

REORGANIZATION via a3 merdery acauisitionr or bankrurtcy rroceedinds.

MECHANISM 9. TURNAROUND, The first condition for chande throudgh some
kind of turnaround is that the ordganizational culture must be unfrozen.

Either because of external realities which threaten ordganizational

survival or because of new insights and #lans on the rart of the BRoard
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of Directors or the dominant manadement coalition» the ordanization
must come to recognize that SOME of its rast wass of thinkindg, feelind,
and doind thinds are indeed obsolete,

If the ordanization is wunfrozen in this senses chande is rossible
it there is 1) a turnaround manader or team with 2) a3 clear serse of
direction where the ordanization needs to dos» 3) 3 model of how to
chande culture to det theres and 4) the rower +to imrlement the model.
If anu of these is 1lackinds +the rrocess will fail, We krnow from
ordanizational chande theory that the key both +to unfreezing and
managing chande is to create enoudgh Frsuchological safety to rermit
members to bear the aniieties which come with re-examining and chanding
rarts of their culture. The turnaround manadement swstem must have the
necessary insight and skill +to manade all of +the above mechanisms
without arousing defensive resistarnce. For examrley if mador
rerlacement of reorle in key rositions is involved, that rrocess must
be manaded in such 2 way that it is seen as necessary and carried out
according to some of the deerer cultural assumrtions which need to be
rreserved.

Effective turnaround manaders use indenuity and draw on 3ll of the
mechanisms reviewed so far, For examrle» one turnaround manader used
technolodical seduction in the following way., A staid old deliverwu
company was losing its comretitive edde because it lacked 3 real
concern for marketing itself. Its trucks were dray and had & rowsal
seal rainted on them» indicating its 100 sear historw., The comrany was
acauired and a2 turnaround manader was rput in charde, He decided that
he wanted the trucks p2inted whiter causindg dreat consternation» but no

one could think of a3 decisive ardument to reverse the decision. Once




all the trucks were rainted, reorle in the street bedan to notice them
and asked what would be put on the sidess dettind emrlovees 3t 311
levels involved in thinking about the nature of their business and how
they wouldy in facts advertise themselves. Thie is technolodical
seduction at its bests» butsy of courses it aslso dealt onlys with a fzirle
surerficial rart of the culture. Deerer assumrtions cannot be chanded
50 easilwy.

Turnarounds usually involve the wide involvement of =211
ordanization members so that insight into the old culture and its
disfunctional a@qualities become clearly visible ¢to everuone, The
rrocess of develoring some new assumrtions ¢then is a rrocess of
codnitive redefinition throudh teachindgs coachinds changing the
structure and eprocesses where necessaryy consistently raving attention
to and rewarding evidence of learnind the new wavsy creating new
slodansy stories» muthsy and ritualsy anmd in other wavs coercind reorle
into at 1least new behavior (Scheins 19830, All +the other mechanisme
described above mav come into rlavy but it is the willindgness to coerce

that is the key to turnarounds.

MECHANISM 10, REORGANIZATION AND RERIRTH,. Little 1is known or
understood about this srocessy so 1little will be said about it here,
Suffice it to saw that if orne destrows rhusicalls the drour which is
the carrier of a3 diven cultures by definition that culture is destroved
and whatever new drour bedins to function bedins to build its own new
culture. This rrocess is traumatic and therefore not twrically used as

3 deliberate stratedgwy but it may be relevant if economic survival is

at stake.




SUMMARY AND CONCLUSIONS

I would like to summarize mg analusis bw drawindg attention to five
mistakes that need to be avoided in thinking sbout ordanizational
culture, I will Put them in the form of DO NOTS?

1) Do not oversimrlify culture’ it goes bevond slodanss behavior
ratternsy and values» to basic assumrtions.

2) Do not fordet how culture is learned’ if traumatic avoidance
lesrning is involvedr remember that reorle will resist chande.

3) Do not limit gour thinking about a2reas of culture contents it
dgoes bevwond human relations into fundamental concesrts of reslitu,
truthy social structure and ordanization designy how decisions are
madey 3nd sO oOn.

4) Do not assume that culture chande is simrle’d it involves at
least the 10 mechanisms outlined above and rrobably mang more.

5) Do not assume that more culture or strondger culture is betters

it derends on the stadge of evolution of the comrany and its current
state of adartiverness. Instead of seekindg that elusiver rossibly ron-
existenty and rpossible danderous thing--a stromd culture--true to

understand and seek the strendth of the culture wou already have in

your ordganization.

Keer uwou insight level high and face culture as a rotentizllvy

friendly animal that can be tamed and made to work for wou if uou

really understand it.,

b oS e e
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CHART 1

ORGANIZATIONAL CULTURE
E.H. Schein

DEFINITION: Organizational culture is the pattern of basic assumptions which
a given group has invented, discovered, or developed in learning to cope with
its problems of external adaptation and internal integration, which have worked
well enough to be considered valid, and, therefore to be taught to new members
as the correct way to perceive, think, and feel in relation to those problems.

EXTERNAL ADAPTATION ISSUES (PROBLEMS)
Cultural elements derive from consensus on:

1) CORE MISSION, MANIFEST AND LATENT FUNCTIONS, PRIMARY TASK
2) GOALS DERIVED FROM MISSION

3) MEANS TO BE USED TO ACHIEVE GOALS

4) CRITERIA FOR MEASURING RESULTS

5) REMEDIAL OR REPAIR STRATEGIES

INTERNAL INTEGRATION ISSUES (PROBLEMS)
Cultural elements derive from consensus on:

1) COMMON LANGUAGE AND CONCEPTUAL SYSTEM - TIME AND SPACE CONCEPTS

2) GROUP BOUNDARIES, CRITERIA FOR INCLUSION

3) STRATIFICATION: CRITERIA FOR ALLOCATION OF INFLUENCE, POWER, AND
AUTHORITY

4) PEER RELATIONSHIPS: CRITERIA FOR INTIMACY, FRIENDSHIP, LOVE

5) ALLOCATION OF REWARDS & PUNISHMENTS

6) RELIGION AND IDEOLOGY: HOW TO MANAGE THE UNMANAGEABLE

BASIC UNDERLYING ASSUMPTIONS

The essence of the culture will be the PATTERN of underlying assumptions
dealing with the following core areas:

1) MAN'S RELATIONSHIP TO NATURE: ORGANIZATION TO ENVIRONMENT
2) THE NATURE OF REALITY AND TRUTH

3) THE NATURE OF HUMAN NATURE

4) THE NATURE OF HUMAN ACTIVITY

S) THE NATURE OF HUMAN RELATIONSHIPS

Different basic assumptions evolve to deal with the external and internal

issues. Their inter-relationships and patterning makes up the cultural paradigm
for a given group.

) 1983




CHART 2

THE LEVELS OF CULTURE AND THEIR INTERACTION

LEVELS OF CULTURE

ARTIFACTS, CREATIONS

TecieioLo6Y
ART

VISIBLE AKD AUDIBLE
BeHAVIOR PATTERNS

.

VALUES

p

BASIC ASSUMPTIONS

N RELATIONSMIP TO
e ExviRONMENT

NATURE OF REALITY,
Tive, AD SPACE

NaTune OF Human NATURE

NaTURE OF Husan
AcTiviTY

Nature oF Huan
RELATIONSHIPS

(©) schein, 1983

- VISIBLE BUT OFTEN
NOT DECIPHERARLE

- GREATER LEVEL OF
AWARENESS

A

- TAKEN FOR GRANTED
- INVISIBLE
- PRE-CONSCIOUS

a




ORGANIZATION GROWTH STAGES AND CULTURE ISSUES

GROWTH STAGE

—

CULTURE ISSUE, CHANGE MECHANISMS

Birth, early growth,
founder domination, succession
to "professional management"

1) Culture is the "glue” which holds
the organization together:
2) Culture is source of identity and
a distinctive competence;
3) Drive to integrate and clarify culture
4) Heavy emphasis on careful selection
and socialization;
5) Potential successors judged on
whether they will preserve culture;
6) Self-insight into culture critical.

CHANGE MECHANISMS: 1) Natural evolution
2) Self-guided evolution through org.
therapy:; 3) Evolution through hybrids;
4) Evolution through key outsiders.

Diversification and
Organizational Midlife
1) New products/markets
2) Geographic expansion
~ 3) Acquisitions, mergers
4) Vertical integration

-

C

1) Cultural integration declines as new
sub-cultures are spawned;

2) Crisis of identity, loss of key
goals, values, and assumptions;

3) Opportunity to manage direction
of cultural change;

4) Decision for cultural uniformity or
diversity;

5) Cultural self-insight important.

CHANGE MECHANISMS: 1) Planned change
and OD; 2) Technological seduction;
3) Change through scandal, myth
explosion; 4) Logical incrementalism.

Organizational maturity,
stagnation, decline
1) Maturity of markets
2) Stabilization of internal
relationships

- ————————— e o dn o e e o Dl i e e o

- y———-

<

1) Culture becomes a constraint on
innovation; 4
2) Culture preserves the glories of the :
past, hence is valued as a source of
self-esteem, becomes a defense.
3) Culture change necessary and
inevitable; but not all elements of
culture can or must change; ;]
4) Self-insight important in order to
preserve essential elements of
culture, avoid destruction of core.

CHANGE MECHANISMS: 1) Turnarounds;
2) Reorganizations, mergers,
takeovers: Massive replacement of

pecple.

-
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