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The Relationship Between Corporate Culture and Performance

Researchers find that a positive culture boosts performance, but performance alone doesn’t create a positive culture

By ALINA DIZIK & 0 COPMMENTS
Feb. 21, 2015 10:05 p.m. ET ’ S

Corporate culture has long been linked to company performance, but how exactly are the
two related? A recent study suggests the relationship is strong, but nuanced.

For instance, a positive corporate culture—one that engages and motivates emplovess—
helps a company’s bottom line, according to the study of car dealerships by a group of
university and corporate researchers. But the reverse apparently isn't true: A company”s
success izm't enough to ensure a positive culture, the researchers found—and companies
that succeed without a positive culture are likely to see their performance decline.

Corporate culture can be a fuzzy concept, but basically it refers to the way that the values
and actions of managers and emplovees create a unigque business environment.

To better understand the effects of workplace
culture, the study looked at the relationship
between culture and sales at 95 auto
dealerships over a period of sixvears. To
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emplovees to answer guestions about their
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Michael Gillespie, one of the researchers and
am assistant professor of psychology at the
University of South Florida, Sarasota-Manatee.
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Companies that got good grades from

employees on culture early in the study
generally had higher profits inlater years, Dr. Gillespie savs. The payvoff from a positive
corporate culture doesn't come quicldy, however. “The culture of a sales department
right now iz going to influence the customer satisfaction from that department two years
from now, and that customer satisfaction is going to drive vehicle sales two vears from
that point,” says Dr. Gillespie.

Om the other hand, many companies that performed well financially scored low on
employee surveys early in the study. The researchers found that companies that didn't
show anv improvement in culture generally became less profitable.

Experts in organizational change say it can be hard to malke sweeping changes in
workplace culture, especially for large organizations with complex office dynamics and
multiple offices scattered around the globe. What's more, a company’s culture can vary
across different departments.

Dr. Gillespie zavs it's best to start small by focusing on individual departments or offices.
Targeting the most dvsfunctional groups first, for instance, can deliver much bizger
results than a more general approach when trving to change an organization, he savs.

David Grossman, a Chicago-baszed leadership
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savs one good reason to strive for a better
company culture is that it can provide a unigue
competitive advantage. “Culture change today
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Ms. Dizik is a writer in Chicago. She can be
reached af reportsi@wsy.com.

To reach David for comment call or email: 312.850.8200 or
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