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CLIMATE & CULTURE

Climate - basis on the 
individual from the field of 
psychology

Culture - basis on the group 
from the field of sociology 
and anthropology

The concept of organizational climate is based on the study of perceptions of individuals and the theories of psychology  and derives from the work of Kurt 
Lewin . Lewinian field theory proposed that managers of an organization could affect the firm through their actions and managers are considered as separate 
from the firm . Climate is the shared perceptions of organizational policies, practices, and procedures, both formal and informal that is indicative of the 
organization's goals and appropriate means to goal attainment . Climate is studied from an external objective perspective looking at ‘snapshots’ of 
organizations using predominantly quantitative methods . Organizational climate in the generic sense refers to aggregates of psychological climate scores 
whatever the level of aggregation. The orientation rests on personal, value-based schemas, where the basic frame of reference is always the individual .

The concept of organizational culture is based on the field of cultural anthropology where description without value judgment is the issue . Culture is studied 
from an internal subjective perspective  focused on the evolution of social systems  using predominantly qualitative methods . The rationale for the use of 
qualitative methods in culture research is “largely predicated on the presumed inaccessibility, depth, or unconscious quality of culture” .


The personal orientation and frame of reference for psychological climate, which carries over into organizational climate separates climate from culture. It is 
the frame of reference, personal versus group, that is the key to differentiating between climate and culture .


Organizational climate and culture are very similar and related concepts . The concept of culture subsumes the concept of climate . Culture is a deeper, less 
consciously held set of meanings . Climate can be understood as a manifestation (or artifact) of culture .

The concept of culture has subsumed the climate perspective.

From here on out I will use the term culture to mean the totality of the study of climate and culture, with climate meaning the visible surface manifestations of 
culture.
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CULTURE
“a pattern of shared basic 

assumptions that the group learned as 
it solved its problems of external 

adaptation and internal integration, that 
has 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” - Edgar Schein (1985)
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WHY CARE ABOUT CULTURE

• Constraints behavior

• Job satisfaction

• Organizational commitment

• Propensity to leave

• Organizational functioning 
and performance

Organizational culture affects individuals both who are new to an organization and those who have been with the firm for some 
time. For newcomers, the socialization and acculturation process provides a powerful anchor to those who have a need to 
reduce uncertainty and gain control in their new environment (Falcione & Wilson, 1988; Hebden, 1986; Kilmann et al., 1985a; 
Louis, 1990).  For individuals who have been with a firm for some time, culture affects their basic understanding of situations and 
has a constraining effect on employee behavior (Bartunek & Moch, 1987; Brewer, 1979; Chatman & Polzer, 1998; Cooke & 
Rousseau, 1988; Demirag & Tylecote, 1992; Gregory, 1983; Harrison, 1972; Maruyama, 1974; Schwartz & Davis, 1981; Swartz & 
Jordan, 1980). Culture also affects employee job satisfaction, organizational commitment and propensity to leave an organization 
through its impact on role ambiguity, role conflict and the person-organization fit including alignment of the needs of the firm with 
the needs of the individual (Batlis, 1980; Chatman, 1991; Hood & Koberg, 1989; Koberg & Chusmir, 1987; Lafollette & Sims, 
1975; Lyon & Ivancevich, 1974; O'Reilly et al., 1991; Schneider, 1980; Sparrowe, 1995; VanSell et al., 1976; Wallach, 1983).


Organizational culture has significant affect on the overall functioning and performance of organizations. Culture has an affect on 
the implementation of technology, constrains goals that are pursued, and governs how an organization utilizes resources, 
rewards, and limits how behavior is controlled by managers in the organization (Davis, 1986, 1989; Harrison, 1972; Hollmann, 
1976; Honeycutt Sigler & Pearson, 2000; Petrock, 1990; Ruigrok & Achtenhagen, 1999; Veiga et al., 2001). Organizational culture 
affects intra-organizational relationships between firms and constrains the strategic options available to the organization 
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WHY CULTURE FORMS

• Stability

• Certainty

• Order

• Attachments

• Meaning

Culture provides stability, fosters certainty, solidifies order and predictability, and creates meaning for individuals . Individuals 
form attachments to the organizations they belong to due to these positive psychological outcomes. Attachment is a 
fundamental human tendency . Attachment brings happiness and fellowship, confers status and power, lead of loneliness, and 
creates meaning for individuals . Striving for meaning is “the most profound motivational force in man”  and meaning resides in 
social collectives  or in transactions . An individual’s search for meaning is heavily influenced by the social groups that they 
participate in.
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MEANING
“The search for meaning is 

the most profound 
motivational force in man” 

-Victor Frankl (1963)
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HOW CULTURE FORMS
Individual Learning

• Anxiety / Pain Reduction

• Reward / Reinforcement

Group Learning

• External Survival

• Internal Integration

Founders Big Effect

Culture is learned through two primary methods: (1) anxiety and pain reduction and (2) positive reward and reinforcement . Cultural assumptions learned by 
anxiety and pain reduction can be thought of as defense mechanisms that the group has learned to cope with anxiety and potential trauma. Trauma-based 
learning is stable because not only does the ritualized response avoid the pain, but the actual reduction of anxiety is itself very rewarding . Positive reward 
and reinforcement produces responses that continually test the environment and can produce behavior that is very resistant to change if the environment is 
inconsistent .

Schein  argues that the culture of any group or social unit is the total of the collective or shared learning of that unit as it develops its capacity to survive in its 
external environment and to manage its own internal affairs (internal integration). Group solutions to problems in the external (e.g. survival, growth and 
adaptation) and internal environments (e.g. internal integration) .

Formally defined by Schein  culture can be defined as:

… a pattern of shared basic assumptions that the group learned as it solved its problems of external adaptation and internal integration, that has 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.

These solutions eventually come to be assumptions that are taken for granted and drop out of awareness. The power of culture is derived from the fact that it 
operates as a set of assumptions that are unconscious and taken for granted .


The culture will “always reflect the complex interaction between (1) the assumptions and theories that founders bring to the group initially and (2) what the 
group learns subsequently from its own experiences” (Schein, 1983, p. 75). The founder has a significant affect on the group because they are the starting 
point for all of the underlying assumptions and theories (Schein, 1983). The early goals are formulated and guided by the founder. Organizational goals 
become operationalized through behavior, and that behavior, in turn, yields structures and processes (Schneider, 1987).



Copyright Karl Knapp, 2016. Do not copy or distribute without permission.

LEVELS OF CULTURE
Artifacts
Norms

Values

Assumptions

Artifacts include all of the manifestations of culture that an observer can actively sense as they observe the culture. Schein  describes artifacts as including:

The visible products of the group such as the architecture of its physical environment, its language, its technology and products, its artistic creations, and its style as embodied in clothing manners of 
address, emotional displays, myths and stories told about the organization, published lists of values, observable rituals and ceremonies, and so on. This level also includes the visible behavior of the 
group and the organizational processes into which such behavior is made routine.

Artifacts are easy to find, but hard to understand. The difficulty in understanding comes from the fact that the visible artifacts are derived from deeper levels of values and assumptions that give meaning 
to the artifacts that are not immediately visible .

In organizations rites take several forms: rites of passage (induction), rites of degradation (firing), rites of renewal (annual retreats), rites of enhancement (seminars), rites of conflict reduction (collective 
bargaining), and rites of integration (birthday or holiday parties) . Rituals have several important properties: repetition, acting, stylized behavior, order, evocative presentational style, and a collective 
dimension of shared meaning . Rituals also have consequences. In rituals individuals experience a transpersonal bonding essential to the human species . Ritual is particularly important in transitions 
because of its ability to repair, soothe, and transform . Organizations practice both social and uncertainty avoidance rituals that “do not make the future more predictable, but they relieve some of the 
stress of uncertainty by creating a pseudo-certainty within which organization members can continue functioning” .


Norms describe the “behaviors and attitudes that the members of a group or organization pressure one another to follow that are not written but are transmitted from one generation of employees to 
another by stories, rites, rituals, and particularly, sanctions that are applied when anyone violates a norm” . Norms can also extend to collaboration between organizations that permit each organization to 
act independently, but within the collective interests of all organizations sharing a common concern .


Values give meaning to the artifacts and norms. These values are derived from the process of physical and social validation as elements help the group solve their external and internal problems. If values 
are not based on prior learning they may only be what are called what Argyris and Schon  have called “espoused values” which can predict what people will say but may be inconsistent with what they 
do .


The third and deepest level of culture comprises the basic assumptions of the group. These are similar to what anthropologists call dominant value orientations  that reflect the preferred solution among 
several basic alternatives. The difference is that assumptions have become so taken for granted that one finds “little variation within a cultural unit” and, for strongly held assumptions, members will find 
behavior based on any other premise inconceivable . Assumptions, in this sense are similar to what Argyris has identified as "theories-in-use", the implicit assumptions that actually guide behavior, that 
tell group members how to perceive, think about, and feel about things . Due to the unconscious nature of this deepest level of culture, assumptions are very hard to change. Change made at this level 
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SUBCULTURES

Cultures can differ 
between groups which 
have:

• Sufficient social stability

• Joint problem solving

The literature also supports the existence of sub-cultures within organizations when culture differs between groups  with 
sufficient social stability (common history, stable membership)  and a history of joint problem solving . Culture formation is driven 
by the human need for “parsimony, consistency, and meaning” causing the shared elements to form into patterns that eventually 
can be called a culture.
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HORIZONTAL SUBCULTURES

Subcultures can form by 

• Level of the organization

• Profession

Some understandings might be distinctive to people at one level of the organization (horizontal slice), among members of a 
vertical slice, or among members of a department different from those of other departments within the organization . Any group 
that gathers over time may develop common understandings distinct form those of other groups of the same general type .

Subcultures among lower-level employees are less likely to form based on ten managerial practices : (1) change in major 
organizational values, (2) improved supervisory training, (3) better labor and personnel practices, (4) improved customer service, 
(5) enriching jobs, (6) participative management, (7) job rotation, (8) job sharing, (9) improved benefits, and (10) better physical 
conditions.



Copyright Karl Knapp, 2016. Do not copy or distribute without permission.

VERTICAL SUBCULTURES

Subcultures can form by:

• Department

• Project
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FOUR LEVELS OF ANALYSIS

Individual

Dyad

Group

Collective

Organizational culture can be studied at four levels of analysis : (1) The person (or the lowest) level of analysis treats individuals 
as independent of each other; (2) The dyad, where individuals interact on a one-to-one basis, independent of other individuals 
with whom they may interact; (3) The group, defined as composed of three or more individuals, where interactions are more 
complex; and (4) The collective, (or highest) level of analysis where dependencies among individuals are based on linkages that 
go beyond direct interpersonal interactions - involving structure, hierarchical status, and chain of command.
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WEAK CULTURE

• Aggregates 
Only to Low 
Levels

A “weak culture” refers to a low level of aggregation on cultural variables.
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STRONG CULTURE

• Aggregates to 
High Levels

• Pervasive

• Intense

The concept of a “strong culture” is related to the “pervasiveness” of a culture, determined by the degree that cultural elements 
are widespread and shared by members of a group . Rousseau calls this the “intensity” of a sub-culture and the “integration” of 
an organizational culture . Strong socialization and indoctrination processes, articulating the culture, can lead to stronger cultures 
and greater effects on the climate. Thus, the concepts and processes of socialization and indoctrination have much to offer 
regarding the formation and the potential malleability of climates.
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MEASURING CULTURE
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NATIONAL 
CULTURE

Five Dimensions by Hofstede 
& Bond (1988)
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POWER DISTANCE

Power Distance is the 
extent to which the lower 
ranking individuals of a society 
"accept and expect that power 
is distributed unequally"

Malaysia has highest PDI at 104, US is 40, lowest is Austria at 11

The Power Distance Index is designed to measure ‘the extent to which power differs within the society, organization and institutions (like the family) are 
accepted by the less powerful members’.[3] It indicates the level of power distance and dependent relationships in a country by assigning a score to each 
country. The PDI also represents society's level of inequality that is defined from below rather than from above. As Hofstede stressed, there is no absolute 
value and PDI is useful only as a method to compare countries.


In lower PDI cultures, the emotional distance is relatively small. There are more democratic or consultative relations between expecting and accepting power. 
People are relatively interdependent to the power holders, and there is almost equal amount of power distributed among the people. Under these 
circumstances, the decentralized authority and flat management structure universally exists. It means that both managers and subordinates will be less 
concerned with status, and the distribution of decision-making responsibility is extensive. Thus, the 'open door' policy is easily used, which means the 
individuals in superior positions are not only open to listen to those in inferior positions, but subordinates are also willing to challenge or give suggestions to 
their superiors.


High PDI Cultures the power relations are paternalistic and autocratic, and where there is centralized authority. In other words, there is a wide gap or 
emotional distance which is perceived to exist among people at different levels of the hierarchy. There is considerable dependence of people on power 
holders, which, in psychology, is known as counter-dependence (denounce, but with negative sign). In the workplace,the subordinates are willing to accept 
their inferior positions. The boss, in turn, may be not asked for broad participation in the process of decision making. Thus, unlike in lower PDI cultures, the 
'open door' policy has been replaced by an autocratic leadership style, which means subordinates may be unlikely to approach and contradict their bosses 
directly.
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UNCERTAINTY AVOIDANCE

Uncertainty avoidance 
is a society's tolerance for 
uncertainty and ambiguity. It 
reflects the extent to which 
members of a society attempt 
to cope with anxiety by 
minimizing uncertainty.

Greece has highest UAI at 112, US is 46, lowest is Singapore at 8

The uncertainty avoidance dimension expresses the degree to which a typical person in a society feels uncomfortable with a 
sense of uncertainty and ambiguity. The fundamental issue here is how a society deals with the fact that the future can never be 
known: should we try to control the future or just let it happen? Countries exhibiting strong uncertainty avoidance index (UAI) 
maintain rigid codes of belief and behavior and are intolerant of unorthodox behavior and ideas. Weak UAI societies maintain a 
more relaxed attitude in which practice counts more than principles.

People in cultures with high uncertainty avoidance tend to be more rational. They try to minimize the occurrence of unknown and 
unusual circumstances and to proceed with careful changes step by step by planning and by implementing rules, laws and 
regulations. In contrast, low uncertainty avoidance cultures accept and feel comfortable in unstructured situations or changeable 
environments and try to have as few rules as possible. People in these cultures tend to be more pragmatic and more tolerant of 
change.
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INDIVIDUALISM / 
COLLECTIVISM

Individualism is oriented 
around the self, independent 
instead of identifying with a 
group mentality.

Collectivism is the degree 
to which individuals are 
integrated and oriented 
around groups.

US has highest IDV at 91, lowest is Guatemala at 6

Individualistic cultures are oriented around the self, independent instead of identifying with a group mentality. They see each 
other as only loosely linked, and value personal goals above that of the group. Individualistic cultures tend to have a more 
diverse population and are characterized with emphasis on personal achievements, and a rational assessment of both the 
beneficial and detrimental aspects of relationships with others.[1] Individualistic cultures have such unique aspects of 
communication as being a low power-distance culture and having a low-context communication style.
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MASCULINITY VS FEMININITY

Masculinity is “a 
preference in society for 
achievement, heroism, 
assertiveness and material 
rewards for success”

Femininity represents “a 
preference for cooperation, 
modesty, caring for the weak 
and quality of life”

Japan has highest MAS at 95, US at 62, lowest is Sweden at 5
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CONFUCIAN DYNAMISM

Confucian dynamism 
Long-term orientation places 
importance on persistence & 
perseverance, ordering 
relationships by status, thrift 
and a sense of shame. 

Short-term orientation relates 
to personal steadiness, stability, 
protecting face, respect for 
tradition and reciprocation.

China has highest CDI at 118, US at 29, lowest is Pakistan at 0
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ORGANIZATIONAL CULTURE



Copyright Karl Knapp, 2016. Do not copy or distribute without permission.

REASONS TO STUDY 
ORGANIZATIONAL CULTURE

• Culture(s) and strategy

• Partners and mergers

• Development over time

• Across the organization

Evaluate fit of the culture(s) with the strategy

Identify areas of fit or conflict with partners or potential mergers

Measure development of the culture over time

Cultural agreement across the organization
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ORGANIZATIONAL CULTURE

Hofstede (1990) had three 
hypotheses that he tested:

• Organizational membership 
has its own culture

• Independent dimensions

• Culture partly 
predetermined by 
nationality, industry and task

Studied 20 units from 10 different organizations from two different countries (Denmark & The Netherlands)

Design

Conducted in-depth interviews (2-3 hours each) with 9 individuals per unit in order to get a qualitative feel for the unit’s culture

Administered a standardized survey questionnaire (135 questions) to a random sample from each unit

Questionnaires, followed by personal interviews to collect data at a level of the unit as a whole on factors such as total employee 
strength, budget composition, key historical facts, demographics of key managers.


Utilized multivariate analysis to reduce the data of the survey questions so as to explain the maximum share of their variance by 
the smallest number of meaningful factors, performed on the mean scores for each of the 20 organizational units using between-
unit correlations, called ecological correlations.
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LET’S MEASURE
What Get’s Measured Gets Managed (Peter Drucker)

Organizational culture can be studied at a single level of analysis, multiple levels of analysis, using multiple variable analysis or using multiple-relationship 
analysis . A “single level of analysis” focuses examination only on one-level (for example, groups). A “multiple level of analysis” includes gathering data at 
lower levels of analysis than the level of interest and examining increasing levels of aggregation until non-homogeneous results are found (hopefully at the 
level of interest). A “multiple-variable analysis” approach focuses on how different variables or aspects of culture homogenize at multiple levels of analysis 
using between- and within-cell correlations. Finally, “multiple-relationship analysis” involves performing all three of the prior analyses under different 
conditions (or time periods) to test for differences in the analysis created by changing conditions. Dansereau and Alutto  recommend using (where possible) a 
multiple level of analysis approach. This enables the appropriate level of analysis to be identified for each condition, followed by moderated multiple 
regression or analysis of variance to examine organizational culture variables.


The basis of studies of organizational culture lies in the individual whose perceptions of cultural variables are influenced by social, situational influences . This 
is because the question being asked is whether individual members of the group share beliefs regarding system norms  (expected behaviors) and system 
values (ideology used to justify behaviors) . Results found at an individual level can only be aggregated to higher levels of analysis when the interrater 
reliability analysis (of individual scores) suggests that “sufficient agreement exists on a psychological climate variable to infer a shared assignment of 
(acquired) meaning” . Consensus is the usual approach to establish the measurement of an organizational norm  and allows for aggregate units of analysis, 
while maintaining the individual as the basic unit of theory and data . Unfortunately, most studies of culture do not perform an analysis of consensus 
indicating a methodological concern in the literature .
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LEVELS OF CULTURE
Artifacts
Norms

Values

Assumptions

National Culture

Organizational Culture

Values Dimensions

Practice Dimensions

Artifacts include all of the manifestations of culture that an observer can actively sense as they observe the culture. Schein  describes artifacts as including:

The visible products of the group such as the architecture of its physical environment, its language, its technology and products, its artistic creations, and its style as embodied in clothing manners of 
address, emotional displays, myths and stories told about the organization, published lists of values, observable rituals and ceremonies, and so on. This level also includes the visible behavior of the 
group and the organizational processes into which such behavior is made routine.

Artifacts are easy to find, but hard to understand. The difficulty in understanding comes from the fact that the visible artifacts are derived from deeper levels of values and assumptions that give meaning 
to the artifacts that are not immediately visible .

In organizations rites take several forms: rites of passage (induction), rites of degradation (firing), rites of renewal (annual retreats), rites of enhancement (seminars), rites of conflict reduction (collective 
bargaining), and rites of integration (birthday or holiday parties) . Rituals have several important properties: repetition, acting, stylized behavior, order, evocative presentational style, and a collective 
dimension of shared meaning . Rituals also have consequences. In rituals individuals experience a transpersonal bonding essential to the human species . Ritual is particularly important in transitions 
because of its ability to repair, soothe, and transform . Organizations practice both social and uncertainty avoidance rituals that “do not make the future more predictable, but they relieve some of the 
stress of uncertainty by creating a pseudo-certainty within which organization members can continue functioning” .


Norms describe the “behaviors and attitudes that the members of a group or organization pressure one another to follow that are not written but are transmitted from one generation of employees to 
another by stories, rites, rituals, and particularly, sanctions that are applied when anyone violates a norm” . Norms can also extend to collaboration between organizations that permit each organization to 
act independently, but within the collective interests of all organizations sharing a common concern .


Values give meaning to the artifacts and norms. These values are derived from the process of physical and social validation as elements help the group solve their external and internal problems. If values 
are not based on prior learning they may only be what are called what Argyris and Schon  have called “espoused values” which can predict what people will say but may be inconsistent with what they 
do .


The third and deepest level of culture comprises the basic assumptions of the group. These are similar to what anthropologists call dominant value orientations  that reflect the preferred solution among 
several basic alternatives. The difference is that assumptions have become so taken for granted that one finds “little variation within a cultural unit” and, for strongly held assumptions, members will find 
behavior based on any other premise inconceivable . Assumptions, in this sense are similar to what Argyris has identified as "theories-in-use", the implicit assumptions that actually guide behavior, that 
tell group members how to perceive, think about, and feel about things . Due to the unconscious nature of this deepest level of culture, assumptions are very hard to change. Change made at this level 
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VALUE DIMENSIONS

• Need for Security (like 
Uncertainty Avoidance)

• Need for Authority 
(like Power Distance)

• Work Centrality

3 Value Dimensions

Need for security and need for authority resemble the two dimensions found in Hofstede’s cross national culture research 
(uncertainty avoidance and power distance).

Work centrality is a new factor - expresses what extent for most people in the system, work takes a central place in their total life 
pattern
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PRACTICE DIMENSIONS

Process versus Results

The predominance of a 
concern with means or 
concern with goals

It opposes a concern with means to a concern with goals. The process oriented culture people perceive themselves as avoiding 
risks and making only a limited effort in their jobs—each day is pretty much the same. Results oriented people perceive 
themselves as comfortable in unfamiliar situations—each day brings in new challenge (Hofstede, 1997).
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PRACTICE DIMENSIONS

Employee versus Job

The predominance of a 
concern for people or concern 
for completing the job

It opposes a concern for people to a concern for completing the job. Employee oriented cultures people feel their personal 
problems are taken into account; the organization takes a responsibility for employee welfare. Job oriented cultures people 
experience a strong pressure to complete the job; they perceive the organization as only interested in the work the employees do 
(Hofstede, 1997).



Copyright Karl Knapp, 2016. Do not copy or distribute without permission.

PRACTICE DIMENSIONS

Parochial v Professional

Employees derive identity 
from the organization versus 
identify with their type of job

It opposes units whose employees derive their identity largely from the organization to units in which people identify with their 
type of job. Members of parochial culture feel the organization’s norms cover their behavior on the job as well as their home. 
Members of professional cultures consider their private lives their own business (Hofstede, 1997).



Copyright Karl Knapp, 2016. Do not copy or distribute without permission.

PRACTICE DIMENSIONS

Open versus Closed

Is the organization open and 
welcoming or closed and 
secretive

It opposes open systems to closed systems. In open systems, members consider both the organization and its people open to 
newcomers and outsiders; almost anyone would fit into the organization. In closed systems, the organization and its people are 
felt to be closed and secretive, even among insiders (Hofstede, 1997).
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PRACTICE DIMENSIONS

Loose v Tight Control

The amount of internal 
structuring in the organization

It refers to the amount of internal structuring in the organization. In loose control units, people think that no one is concerned 
about costs, meeting times are only approximate, and jokes about the organization and job are frequent. People in tight control 
units describe their work environment as cost conscious, specific meeting times, jokes about the company or job are rare 
(Hofstede, 1997).
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PRACTICE DIMENSIONS

Normative v Pragmatic

Deals with the notion of 
customer orientation

It deals with the notion of customer orientation. Pragmatic cultures are market driven; normative cultures people perceive their 
task toward outside world as the implementation of some sacred rules. To normative cultures people, following organizational 
procedures are more important than the results. To pragmatic units people, results and meeting customer needs is more 
important than following the procedures (Hofstede, 1997).
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UNDERSTANDING THE 
RESULTS OF MEASURING 

CULTURE

Emphasize that there is no one “good” or “bad” culture. Its a matter of fit with the environment, with the strategy, and with the 
customers.


While there is no consensus on ‘the’ attributes of a high performance culture, there is significant agreement that alignment of 
culture with the environment, strategy and competitive position of the firm may provide the best organizational outcomes (Dyer, 
1985; James & Jones, 1976; Kerr & Slocum, 1987; Khandwalla, 1974; Lawrence & Lorsch, 1986; Martin, 1985; Swartz & Jordan, 
1980; Tichy, 1982; Wilkins & Ouchi, 1983; Young, 2000). For example, organizations that serve a homogeneous market with a 
single product line are more likely to be better served by a uniform strong culture (Kilmann et al., 1985a) but stagnation and 
groupthink are two potential threats in strong cultures (Janis & Mann, 1977; Martin, 1985).
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CHANGING 
CULTURE

Actions to take when the 
culture doesn’t fit
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FACTORS THAT AFFECT 
ORGANIZATIONAL CULTURE

• National culture

• Ethnic groups of workers

• Local community

• Professions & occupational 
groups

• The industry

• The physical environment

• Organizational size

Myths “renders an unintelligible complexity into a complexity that is more intelligible” (Lukas, 1987, p. 152). The industry of an organization also affects the 
organizational culture. Organizations within industries commonly share some of the same cultural characteristics (Louis, 1985a).


Industry competitive environment (e.g. market concentration and stability), customer requirements and societal expectations have an effect on the 
organizational culture of firms operating in that industry (Gordon, 1991). Relatively homogeneous industries tend to have firms with similar sizes, structures, 
technologies, personnel configurations, regulatory demands, and orientations leading to similar cultures (O'Reilly et al., 1991). Industry influences efforts to 
change the culture in directions which are directionally consistent with industry demands (Gordon, 1991). The opposite is also true, such that firms in 
heterogeneous industries may be less similar (O'Reilly et al., 1991). Ouchi (1980) utilizes a transaction cost methodology in order to suggest that the 
normative and informational characteristics of an industry drive firms to one of three modes of control and organization: markets, bureaucracies, or clans.


Culture is impacted by the physical environment through changes in the social interactions and symbolism it represents (Gordon, 1985). Design of the 
physical space affects the culture (Peponis, 1985). Physical settings typically contribute to the creation of sub-cultures by facilitating a group orientation and 
within-group communication, often at the expense of between group communication (Ashforth, 1985; Baker, 1980) This is an indirect method of changing 
culture (Baker, 1980).


Organizational size has an influence on management style and organizational culture (Connell, 2001). Specifically, there may be an inverse relationship 
between the degree of autonomy that employees feel and the size of the organization (Moorehead et al., 1997) because large organizations have a negative 
effect on member participation (Indik, 1965). As established previously, there is also a positive relationship between the existence of sub-cultures in a firm 
and organizational size (Schein, 1985).
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THREE METHODS FOR 
CULTURE CHANGE

3
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INTENTIONAL DESIGN

Leading Change (Kotter)

• Must be a sense of 
Urgency

• Clear Vision for the 
Desired Culture

• Communication of the 
Vision
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CULTURE GAP

Persist in behaviors that 
worked well in the past, but 
are dysfunctional today

Must analyze current and 
desired norms of the 
culture

Changes to organizational culture through structural mechanisms can be planned or unplanned. For planned changes the 
difference between the current culture and the desired culture is known as a culture-gap (Kilmann et al., 1985a). A culture gap 
occurs when organizational members persist in behaviors that may have worked well in the past but that are dysfunctional today 
(Ashforth, 1985). Culture-gaps are commonly identified through an analysis of the current and desired norms of the culture 
(Kilmann et al., 1985a). 
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LET’S VISION
Mind the Gap!
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SOCIAL INTERACTION

Culture changed through the 
Social interaction of 
members, in two situations:

• Positive problem solving

• Anxiety avoidance

1

The interactionist perspective argues that culture perceptions are a result of individuals' efforts to understand the organization 
and their roles within it and derives from the social interaction of its members (Schneider, 1983; Schneider & Reichers, 1983). 
This perspective was pioneered by Bowers (1973) whose work is based on the field of interactional psychology (Schneider, 1987) 
and the systems theory framework (Smircich, 1983). In the interactionist perspective, the culture is learned through two 
situations: positive problem-solving situations and anxiety-avoidance situations, both of which may produce positive or negative 
reinforcement (Schein, 1984). If a group shares the perception that a solution to a problem is working it will be adopted. If the 
solution continues to work it will come to be taken for granted and taught to newcomers (Schein, 1983). As a group is forming 
and growing the culture is the glue which is a source of identity and strength (Schein, 1984).
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HIRING & FIRING

Culture changed through the 
attraction, selection & 
attrition process

• Behavior change

• Change type of people 
attracted to, selected by and 
that stay

• Long term change strategy

2

In this view, the key to change is to change the behavior of people and the best way to accomplish behavior change is to change the type of people attracted to, selected by, and that stay in an 
organization (Schneider, 1987). Individuals who exclusively support this perspective suggest that culture is not an organizational element that can be managed because it is an evolutionary concept 
(Gordon, 1985). 


New members can produce culture change when brought in at high levels of the organization (Schein, 1984) and if they are successful in times of crisis (Sethia & Von Glinow, 1985). New leaders entering 
an organization that has encountered a crisis are in a particularly powerful position to initiate change because (1) members of the organization are looking for new ideas to resolve the crisis, and (2) the 
new leader is likely to receive credit for any subsequent successes (Dyer, 1985). A leader’s effect may be positive or negative. Psychologically dysfunctional leaders can even pass their dysfunctions on to 
their organizations where they can be manifested in the culture (Kets & Miller, 1986). 

The behavior of the leadership of the organization, especially when the leadership has changed, can impact the culture. Changes in leadership style can quickly modify culture dimensions that, in turn, 
affect motivation and behavior affecting productivity, satisfaction, retention (or turnover), adaptability, and reputation (Sathe, 1985b). Leaders using role-modeling behavior consistent with the desired 
norms and values is a direct method to effect organizational culture (Baker, 1980).

Senior management may bring in new leaders in key positions who hold assumptions in greater alignment with the desired culture (Schein, 1990). Also the promotion and transfer of employees who 
embody the desired culture is an indirect method to change organizational culture (Baker, 1980). Leaders create and change cultures, and that this is one of the most important functions of leadership, 
but cultures are only partly influenced by leader behavior (Schein, 1978, 1999). Selection contributes significantly to value congruence upon joining the firm and socialization contributes significantly to 
changes in person-organization fit (Chatman, 1991; Gordon, 1985).

Organizational socialization is the process by which an individual comes to understand the values, abilities, expected behaviors, and social knowledge that are essential for assuming an organizational 
role and for participating as an organizational member (Louis, 1980). Effective socialization inspires individuals to think and act in accordance with organizational interests (Reichers, 1987) and can help to 
create a collective consciousness (Van Maanen, 1973, 1975). When members perceive that their organization has intensive socialization practices, they are more committed to organizational values 
(Caldwell et al., 1990). Socialization may be so important that firms may select employees at least partially based on their openness to socialization (Chatman, 1989). This is a gradual and indirect method 
of changing organizational culture that is likely only partially relevant to the impact of ERP systems under study here (Baker, 1980).
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STRUCTURE

Culture changed through 
structures in the 
organization

• Structure

• Control Systems

• Technology

3

Because managers have less direct control over organizational culture they often turn to changes in structure, systems, and people’s skills in order to effect 
change (Schwartz & Davis, 1981). Organizational culture is a critical lever that managers can use to influence or direct the course of their organizations 
(Smircich, 1983) yet culture is very difficult to change due to the structural inertia that organizations face (Burns & Stalker, 1961; Hannan & Freeman, 1977). 
Organizations may influence cultural perceptions through changing structure, technology, and control systems (Ashforth, 1985). This approach to culture 
change is consistent with a system-structure view which proposes that the behavior of individuals can be shaped (Joyce & Slocum, 1990).


Structuring is “a process of generating and recreating meanings” (Ranson et al., 1980, p. 4). A more limited definition of the term structure is the “abstract, 
formal relations that constrain day-to-day action in social settings” (Barley, 1986, p. 79). An expanded definition of structure introduces the concept that 
structure is an emergent property of ongoing patterned action, interaction, behavior, and cognition (Manning, 1982; Silverman, 1971; Van Maanen, 1979; 
Weick, 1979). This concept derives from the concepts of negotiated-order theory (Strauss, 1978, 1982) and structuration theory (Giddens, 1979). Structure 
can be understood as a duality, that the structural properties of social systems are both the medium and the outcome of practices that constitute those 
systems (Bacon, 1992). For purposes of this research, structure will be defined as a flow of ongoing action and as a set of institutionalized traditions or forms 
that reflect and constrain that action (Barley, 1986). The interplay that takes place between the two is called the process of structuring (Barley, 1986). There 
are a variety of structural mechanisms through which culture can be changed. ERP systems may affect several of these mechanisms, which in turn may 
affect organizational culture.


The acquisition of a new technology can cause an exogenous shock and, if ongoing, can change the structure of an organization (Meyer, 1982). 
Organizational response to shocks and jolts are affected by cultural and ideological variables (Meyer, 1982). Technology becomes a social actor in shaping 
the ongoing structure of an organization (Barley, 1986). Technology is also a process and the meanings associated with information technology are socially 
constructed (Sampler, 1996). Information technology and organizational context simultaneously affect each other (Orlikowski & Robey, 1991). In summary, “an 
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DIFFICULTIES

• Greater number of sub-cultures

• Greater depth of desired change

The management approach taken may also have an effect on the process and effect of culture change. The greater the number 
of sub-cultures within an organization or the greater the depth of the desired change in culture, the greater the difficulty of 
changing that organization’s culture (Baker, 1980). Changing multiple cultures at deeper levels with lasting effect requires a 
Theory Y relationship-oriented management approach where changing a singular culture at surface levels can be successful 
using a Theory X task-oriented management approach but may result in only short-term changes (Kilmann et al., 1985a). This 
further suggests that culture change using multiple approaches may be successful. The top-down (Theory X) approach may be 
successful in initiating change at the surface levels, followed by a more participative (Theory Y) approach taken to perpetuate 
and sustain the changes in multiple sub-cultures at the deeper levels of culture (Kilmann et al., 1985a).
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LET’S PLAN
Planning to Plan (Office Space)

1  Social Interaction Changes
2  Personnel Changes
3  Structural Changes

Control Systems Changes
Technology Changes
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CULTURE CHANGE REALITY
• Culture Resists Change

• Requires Individuals to 
Change Schemata

• Usually Requires a Crisis

• Change at observables levels 
(values outward) easier than 
assumptions

• Change, instability & grief

Changes in organizational culture can be very disruptive to organizations and to the individuals within organizations. Change by 
its very nature creates instability, ambiguity, disequilibrium and grief. The literature links change to loss with loss resulting in 
psychological human reactions (Jung, 1958; Langer, 1951). When cultural elements change people experience loss and react in 
much the same way as they would to the death of a spouse or the loss of a home (Deal, 1985; Kubler-Ross, 1969; Marris, 1974). 
This kind of change has a significant impact on both individual and organizational performance.
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OVERALL FRAMEWORK


