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PREFACE


This book’s roots go in two different directions. On Kotter’s side, there is twenty years of research on managerial behavior, work that has focused recently on the topic of leadership1 and has twice encountered, but not explored in any depth, the subject of organizational culture.2 On Heskett’s side, there is an even longer history of researching a variety of managerial issues, and more recently, leadership of an effort to create a required course in management for MBAs at Harvard.3

Our collaboration began in the summer of 1987. Over a four-year period, we conducted four studies, the ultimate purpose of which was to determine whether there is a relationship between corporate culture and long-term economic performance and, if there is, to clarify the nature of that relationship, to explore why it exists, and to determine whether it can be exploited to augment corporate performance.

The studies were all supported financially by the Division of Research at the Harvard Business School. In addition, nearly forty corporations helped with data collection, and a number of individuals critiqued early drafts of this manuscript. The latter include Louis Barnes, Michael Beer, Richard Boyatzis, Jay Conger, Terry Deal, Nancy Dearman, Daniel Denison, Robert Eccles, Russell Eisenstat, John Gabarro, Linda Hill, Todd Jick, Julie Johnson, Ralph Kilmann, Robert Lambrix, Paul Lawrence, Jay Lorsch, Mal Salter, Edgar Schein, Leonard Schlesinger, David Thomas, Warren Wilhelm, and Michael Winston. This assistance, along with the manuscript-processing skills of Rosemary Brigham and Carolyn Saltiel and the research assistance of James Leahey, Andrew Segal, and Nancy Rothbard, made this book possible.

John P. Kotter

James L. Heskett





I
Introduction




1
THE POWER OF CULTURE


We encounter organizational cultures all the time. When they are not our own, their most visible and unusual qualities seem striking: the look of the traditionally dressed IBM salesman, the commitment to firm and product expressed by employees at Honda or Matsushita, the informality of Apple and many other high-tech companies. When the cultures are our own, they often go unnoticed—until we try to implement a new strategy or program which is incompatible with their central norms and values. Then we observe, first hand, the power of culture.

*     *     *

The term “culture” originally comes from social anthropology.1 Late nineteenth- and early twentieth-century studies of “primitive” societies—Eskimo, South Sea, African, Native American—revealed ways of life that were not only different from the more technologically advanced parts of America and Europe but were often very different among themselves.2 The concept of culture was thus coined to represent, in a very broad and holistic sense, the qualities of any specific human group that are passed from one generation to the next. The American Heritage Dictionary defines “culture,” more formally, as “the totality of socially transmitted behavior patterns, arts, beliefs, institutions, and all other products of human work and thought characteristics of a community or population.”

We have found it helpful to think of organizational culture as having two levels, which differ in terms of their visibility and their resistance to change.3 At the deeper and less visible level, culture refers to values that are shared by the people in a group and that tend to persist over time even when group membership changes. These notions about what is important in life can vary greatly in different companies; in some settings people care deeply about money, in others about technological innovation or employee well-being. At this level culture can be extremely difficult to change, in part because group members are often unaware of many of the values that bind them together.

At the more visible level, culture represents the behavior patterns or style of an organization that new employees are automatically encouraged to follow by their fellow employees. We say, for example, that people in one group have for years been “hard workers,” those in another are “very friendly” to strangers, and those in a third always wear very conservative clothes. Culture, in this sense, is still tough to change, but not nearly as difficult as at the level of basic values.

Each level of culture has a natural tendency to influence the other. This is perhaps most obvious in terms of shared values influencing a ,group’s behavior—a commitment to customers, for example, influencing how quickly individuals tend to respond to customer complaints. But causality can flow in the other direction too—behavior and practices can influence values. When employees who have never had any contact with the marketplace begin to interact with customers and their problems and needs, they often begin to value the interests of customers more highly (see exhibit 1.1).

Conceptualized in this way, culture in a business enterprise is not the same as a firm’s “strategy” or “structure,” although these terms (and others such as “vision” or “mission”) are sometimes used almost interchangeably because they can all play an important part, along with the competitive and regulatory environment, in shaping people’s behavior (see exhibit 1.2). Strategy is simply a logic for how to achieve movement in some direction.4 The beliefs and practices called for in a strategy may be compatible with a firm’s culture or they may not. When they are not, a company usually finds it difficult to implement the strategy successfully. But even when successfully implemented, the behavior patterns that represent a given strategy are not cultural unless most group members tend actively to encourage new members to follow those practices.

EXHIBIT 1.1 CULTURE IN AN ORGANIZATION

[image: Image]

Structure refers to certain formal organizational arrangements. Such arrangements may call for behavior that is already pervasive in a firm for cultural reasons. They may call for actions that are not in the culture but are in no way incompatible with it. Or they may call for practices that are at odds with the culture. In this last case, we often find that people differentiate the “formal organization” from the “informal organization.”5

Although we usually talk about organizational culture in the singular, all firms have multiple cultures—usually associated with different functional groupings or geographic locations.6



EXHIBIT 1.2 FOUR FACTORS THAT SHAPE MANAGERIAL BEHAVIOR

[image: Image]

Even within a relatively small subunit, there may be multiple and even conflicting subcultures. Large and geographically dispersed organizations might have hundreds of different cultures. When people talk of “the corporate culture,” they usually mean values and practices that are shared across all groups in a firm, at least within senior management. Using the same logic, a “divisional culture” would be the culture that is shared by all the functional and geographical groups in a division of a corporation.

Firms have cultures because the conditions needed for their creation are commonplace. As MIT’s Edgar Schein and others have well demonstrated, all that seems to be required is that a group of employees interact over a significant period of time and be relatively successful at whatever they undertake. Solutions that repeatedly appear to solve the problems they encounter tend to become a part of their culture. The longer the solutions seem to work, the more deeply they tend to become embedded in the culture.7 Thus, if management increases advertising expenditures whenever revenues cease to grow and that action always appears to increase sales significantly, this behavioral pattern will likely become a part of the firm’s corporate culture. Depending upon the specific circumstances, a related value or belief—perhaps “Ads are great in a downturn,” or “Selective advertising is valuable”—may also become a part of that culture.

Ideas or solutions that become embedded in a culture can originate anywhere: from an individual or a group, at the bottom of the organization or the top. But in firms with strong corporate cultures, these ideas often seem to be associated with a founder or other early leaders8 who articulate them as a “vision,” a “business strategy,” a “philosophy,” or all three9 (see exhibit 1.3.).

Once established, organizational cultures often perpetuate themselves in a number of ways. Potential group members may be screened according to how well their values and behavior fit in.10 Newly selected members may be explicitly taught the group’s style.11 Historical stories or legends may be told again and again to remind everyone of the group’s values and what they mean.12 Managers may explicitly try to act in ways that exemplify the culture and its ideals.13 Senior members of the group may communicate key values over and over in their daily conversations or through special rituals and ceremonies.14 People who successfully achieve the ideals inherent in the culture may be recognized and made into heroes.15 The natural process of identification between younger and older members may encourage the younger members to take on the values and styles of their mentors.16 Perhaps most fundamental, people who follow cultural norms will be rewarded but those who do not will be penalized.17

Cultures can be very stable over time, but they are never static. Crises sometimes force a group to reevaluate some values or set of practices.18 New challenges can lead to the creation of new ways of doing things. Turnover of key members, rapid assimilation of new employees, diversification into very different businesses, and geographical expansion can all weaken or change a culture.19

Sufficient crises and turnover, coupled with the lack of perpetuating mechanisms, can destroy a culture or make it very weak. But conversely, cultures can grow to be extremely strong—where there are many common values, behavior patterns, and practices, and where the levels of culture are tightly interconnected. Continuity of leadership, stable group membership, geographical concentration, small group size, and considerable success all contribute to the emergence of strong cultures.20



EXHIBIT 1.3 ONE COMMON PATTERN IN THE EMERGENCE OF CORPORATE CULTURES
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Cultures can have powerful consequences, especially when they are strong. They can enable a group to take rapid and coordinated action against a competitor or for a customer. They can also lead intelligent people to walk, in concert, off a cliff.

*     *      *



One of the very earliest examples of modern business research concluded that work groups in organizations could develop their own unique cultures and that those cultures could hurt or help a firm’s performance.21 This idea received limited attention outside academia until the late 1970s22 when an interrelated group of people, most of them associated with a small set of universities and consulting firms (Harvard, Stanford, MIT, McKinsey, and MAC),23 began asserting the importance of what they called “corporate” or “organizational” culture. Their claims were based mostly on three kinds of research: of Japanese firms that consistently outperformed their American competition;24 of U.S. firms that were doing well despite the increasingly competitive business environment that began to emerge in the 1970s;25 and of companies that were trying to develop and implement competitive strategies to cope with that new environment, but were having difficulty doing so.26

In each of these cases, despite differences in initial research focus, terminology, and methodology, the fundamental conclusions were very similar and very dramatic: all firms have corporate cultures, although some have much “stronger” cultures than others; these cultures can exert a powerful effect on individuals and on performance, especially in a competitive environment; this influence may even be greater than all those factors that have been discussed most often in the organizational and business literature—strategy, organizational structure, management systems, financial analysis tools, leadership, etc.; the very best American and Japanese executives often devote time and energy expressly to creating, shaping, or maintaining strong corporate cultures.

The first book-length reports of this work received a great deal of attention. After a decade of increasing competitive intensity in most U.S. industries, an environment in which firms did not perform as well as they did in the 1950s and 1960s, many people were looking for new answers and new ideas, and something in these books rang true. Despite somewhat radical, or at least unconventional, conclusions, the four books published in 1981 and 1982—Ouchi’s Theory Z, Pascale and Athos’s The Art of Japanese Management, Deal and Kennedy’s Corporate Cultures, and Peters and Waterman’s In Search of Excellence—all became best sellers. In Search of Excellence broke nonfiction book sales records.



The resulting impact on both management27 and public opinion was unusually large. In 1989, less than a decade after the term “corporate culture” came into general use, Time, Inc., blocked a hostile bid by Paramount by arguing that its culture would be destroyed or changed by the takeover, to the detriment of its customers, its shareholders, and society. When the chancery judge ruled in Time’s favor, he said (in part) “that there may … be instances in which the law might recognize a perceived threat to a ‘corporate culture’ that is shown to be palpable (for lack of a better word), distinctive, and, advantageous.”28

The successes of the first four “culture” books encouraged dozens of additional studies. Some of these subsequent studies offered theories about the relationship of culture and performance that depart radically from those found in the first four.29 A few scholars have even questioned whether there is any generalizable relationship between culture and performance.30 This more recent work was also critical of earlier ideas about cultural change.31 Some people have even questioned whether a firm’s management can successfully manipulate a corporate culture, especially since it is difficult to find convincingly documented cases of cultural change.32

It was against this background that we launched our research in 1987.

*     *     *

Between August 1987 and January 1991, we conducted four studies to determine whether a relationship exists between corporate culture and long-term economic performance, to clarify the nature of and the reasons for such a relationship, and to discover whether and how that relationship can be exploited to enhance a firm’s performance.

Many factors influence the performance of firms. Here, we are interested in the potential impact of one element only—corporate culture (not subunit cultures). Because of the complexity of the relationships involved and the difficulty of measuring various factors, research of this sort is almost impossible to do with great rigor. Nevertheless, we tried in our four studies to be as systematic and precise as possible.33

Our first inquiry was focused on the largest 9 or 10 firms in twenty-two different U.S. industries. We attempted to test the most widely accepted theory linking corporate culture to long-term economic performance. The results of this work are reported in Chapter 2. In the second study, we tested two more culture/performance theories, this time by examining in more depth a small subset (22) of the original 207 firms. This work is discussed in Chapters 3 and 4; Chapter 5 is a detailed description of one of those cases. The third study examined 20 firms that appear to have had cultures that hurt their economic performance. The results of that inquiry can be found in Chapter 6. Our last project focused on 10 firms that seem to have changed their corporate cultures within the recent past and then benefitted economically. That study is discussed in Chapters 7 and 8; Chapters 9 and 10 are descriptions of two of those ten cases.

In total, our studies strongly suggest that the early corporate culture books were very much on the right track, although they failed in some important ways—not unusual in the case of pioneering work. More specifically, our studies show that:


	
Corporate culture can have a significant impact on a firm’s long-term economic performance. We found that firms with cultures that emphasized all the key managerial constituencies (customers, stockholders, and employees) and leadership from managers at all levels outperformed firms that did not have those cultural traits by a huge margin. Over an eleven-year period, the former increased revenues by an average of 682 percent versus 166 percent for the latter, expanded their work forces by 282 percent versus 36 percent, grew their stock prices by 901 percent versus 74 percent, and improved their net incomes by 756 percent versus 1 percent.

	
Corporate culture will probably be an even more important factor in determining the success or failure of firms in the next decade. Performance-degrading cultures have a negative financial impact for a number of reasons, the most significant being their tendency to inhibit firms from adopting needed strategic or tactical changes. In a world that is changing at an increasing rate, one would predict that unadaptive cultures will have an even larger negative financial impact in the coming decade.

	
Corporate cultures that inhibit strong long-term financial performance are not rare; they develop easily, even in firms that are full of reasonable and intelligent people. Cultures that encourage inappropriate behavior and inhibit change to more appropriate strategies tend to emerge slowly and quietly over a period of years, usually when firms are performing well. Once these cultures exist, they can be enormously difficult to change because they are often invisible to the people involved, because they help support the existing power structure in the firm, and for many other reasons.

	
Although tough to change, corporate cultures can be made more performance enhancing. Such change is complex, takes time, and requires leadership, which is something quite different from even excellent management. That leadership must be guided by a realistic vision of what kinds of cultures enhance performance—a vision that is currently hard to find in either the business community or the literature on culture.



What kinds of corporate cultures enhance long term economic performance? We address this basic issue next.





II
The Performance Question:

WHAT KIND OF CORPORATE
CULTURES ENHANCE LONG-TERM
ECONOMIC PERFORMANCE?






2
STRONG CULTURES


Almost all books on corporate culture state or imply a relationship to long-term economic performance. Although these theories are rarely very explicit and vary endlessly, they basically fall into three categories.

The most elegant of the culture/performance perspectives, and the one most widely reported, associates “strong” cultures with excellent performance.1 In a strong corporate culture, almost all managers share a set of relatively consistent values and methods of doing business. New employees adopt these values very quickly. In such a culture, a new executive is just as likely to be corrected by his subordinates as by his bosses if he violates the organization’s norms. Firms with strong cultures are usually seen by outsiders as having a certain “style”—the Procter & Gamble or Johnson & Johnson “way of doing things.” They often make some of their shared values known in a creed or mission statement and seriously encourage all their managers to follow that statement. Furthermore, the style and values of a strong culture tend not to change much when a new CEO takes charge—their roots go deep.

The logic of how cultural strength relates to performance involves three ideas, the first of which is goal alignment. In a firm with a strong culture, employees tend to march to the same drummer. That is no small achievement in a world full of specialization and other forms of diversity. One CEO of a medium-sized organization recently expressed this idea in the following way: “I cannot imagine trying to run a business today with a weak or nonexistent culture; why, people would be going off in a hundred different directions.”

Strong cultures are also often said to help business performance because they create an unusual level of motivation in employees. Sometimes the assertion is made that shared values and behaviors make people feel good about working for a firm; that feeling of commitment or loyalty then is said to make people strive harder. Sometimes certain practices believed to be common among firms with strong cultures are said to make work intrinsically rewarding. Involving people in decision making and recognizing their contributions would be two common examples.

Occasionally, strong cultures are also said to help performance because they provide needed structure and controls without having to rely on a stifling formal bureaucracy that can dampen motivation and innovation.

Terry Deal and Allan Kennedy point to Tandem Computers as a typical example of a strong-culture company.2 It was “founded on a well-ordered set of management beliefs and practices.” The firm is said to have “no formal organization chart and few formal rules,” yet employees keep “off each others toes” and work productively “in the same direction” because of the “unwritten rules and shared understandings.” This culture is maintained because top management spends considerable time “in training and in communicating the management philosophy and the essence of the company,” because achievements consistent with the culture “are regularly recognized on bulletin boards as Our Latest Greatests,” and because rituals such as the Friday afternoon “beer-bust” symbolize that culture. All this makes employees feel like they belong to an exclusive club. Most develop great respect for and loyalty to that club, a feeling which often translates into long hours of hard, productive work.3

Although in a very different industry, Northwestern Mutual is said to have a corporate culture as strong as Tandem’s. Each summer, this Milwaukee-based life insurance company hosts a three-day convention for its agents and home office staff, the centerpiece of which is an elaborate (almost Broadway-like) show starring the CEO and other executives. That show always includes an entertaining skit that emphasizes, in a not very subtle manner, the firm’s core values. It also includes a lot of recognition of individuals who have succeeded in upholding those values.

The most famous strong-culture company is probably IBM. As far back as the mid-1930s, IBM employees had the reputation of being loyal and highly motivated. There was a surprising amount of consensus concerning how to conduct business. That philosophy valued, above all, (1) respect for the dignity and the rights of each person in the firm, (2) giving the best customer service of any company in the world, and (3) pursuing all tasks with the objective of accomplishing them in a superior way. Tom Watson, Sr., is said to be the individual most responsible for this culture. In 1962, his son and successor as chairman of IBM, Tom Watson, Jr., made the case for the strong-culture perspective in a speech at Columbia University. Said Watson, Jr.: “The basic philosophy, spirit, and desire of an organization have far more to do with its relative achievements than do technological or economic resources, organizational structure, innovation, and timing. All these things weigh heavily on success. But they are, I think, transcended by how strongly the people in the organization believe in its basic precepts and how faithfully they carry them out.”4

This viewpoint appears to be widely accepted in certain quarters.5 We have interviewed dozens of executives who seem genuinely to believe it, some because of a casual reading of the books on corporate culture published in the 1980s—especially Pascale and Athos’s The Art of Japanese Management and Deal and Kennedy’s Corporate Cultures.6 Others appear to accept this idea because it is relatively easy to find specific cases in the business press that seem to confirm the theory—for example, Wal-Mart, where a strong culture that emphasizes, among other things, the founder’s frugality, hard work, and dedication to customers has apparently produced spectacular results. The theory is even popular with some scholars. One 1988 business doctoral dissertation goes so far to say that “since the current literature already provides enough support to the assumption that strong cultures lead to higher performance, this study goes beyond that.”7

This perspective is important for at least three reasons: (1) it was probably the first major attempt to link corporate culture and long-term economic performance; (2) it highlights the effect of a strong culture on goal alignment, motivation, and control; and (3) it captured the attention of a lot of people.

But despite its popularity, questions have been raised about this theory. One has to do with causality. This perspective says that strong cultures cause strong performance, yet the reverse is known to occur too—strong performance can help to create strong cultures.8 Could the latter explain most or all of any relationship found between culture strength and performance?

Another question concerns where the “cultural drummer” is directing people.9 If the direction is good, then a strong culture might logically help a firm do well. But what if it is bad? What if people all run, hand in hand, in the wrong direction?10 Even Pascale and Athos point out that under these circumstances, you can end up with a situation that resembles the Third Reich.11 Peters and Waterman put it this way: “The brainwashed members of an extremist political sect are no more conformist in their central beliefs” than are people in some of their “excellent” companies!12

Proponents of this theory sometimes acknowledge the second issue, but counter that strong cultures very rarely go berserk. They seem to feel that the benefits of a strong culture simply outweigh the risks, especially in an increasingly competitive world where excellent performance does not come easily. Besides, they seem to ask, what is the alternative? A stifling bureaucracy is clearly not a better way to keep activities under control. Only exceptionally strong leaders seem able to create the kind of alignment and motivation characteristic of a strong culture.13 Yet with powerful leaders there are even more risks. Not only might a leader send a firm in the wrong direction, he or she might retire without leaving any successors. The power vacuum that would result could be disastrous.

*     *     *

Testing a set of ideas like those underlying the strong-culture perspective is difficult because the main concepts are hard to measure and collecting relevant data is rarely a simple task. As a result, our own efforts to check the validity of this first theory are far from perfect in any methodologically absolute sense. Nonetheless, we think the conclusions from that work are both interesting and revealing.

Our approach was the following. First, we picked 207 firms from twenty-two different U.S. industries.14 Our only objective in this particular selection was to get a large and diverse sample of companies. The industries included aerospace, airlines, apparel/textiles, automotive, banking, beverages, chemicals, computers and office equipment, food/packaged goods, forest products/paper, life insurance, personal care, petroleum refining and marketing, pharmaceutical/drugs, publishing/printing, retailing/food and drugs, retailing/non-food and drugs, rubber, savings and loan, telecommunications, and textiles. The firms included well known names like Dow Chemical, Coca-Cola, and Ford along with relatively unknown companies like Paccar, Kellwood, Calfed, and Manhattan. (See exhibit A.1 in the appendix for a complete listing of these firms.)

Using a questionnaire survey (described in exhibit A.2), we constructed “culture strength” indices for almost all of these firms (a complete list of these indices is given in exhibit A.4. A small sampling is shown in exhibit 2.1).

We then calculated measures of economic performance for as many companies as possible for the period 1977-1988.15 Three different methods were used since no single index seemed to fully capture the concept of economic performance: (1) average yearly increase in net income (see exhibit A.5), (2) average yearly return on investment (see exhibit A.6), and (3) average yearly increase in stock price (see exhibit A.7). The first of these measures is probably the least valid because it is most vulnerable to accounting manipulations and can be distorted by merger and acquisition activity. Nevertheless, we included it since managers still look to net income growth as a basic index of economic performance. The second measure—average yearly return on investment—is less subject to such distortion. The third index, based on average yearly increase in stock price, has the virtue of being an external measure.

Finally, we examined the relationship between the performance and culture strength indices. We did the same with a second set of numbers created by adjusting the original indices to show relative culture strength and relative performance within industries. In each case, the results were almost identical.

EXHIBIT 2.1
A SAMPLING OF THE STRENGTH-OF-CULTURE INDICES CREATED FOR OUR FIRST STUDY





	




	1 = Very Strong Corporate Culture circa 1976-1986




	5 = Very Weak Corporate Culture circa 1976-1986




	Procter & Gamble

	1.18



	
IBM


	1.34




	
Time Inc.


	1.91



	
Quaker Oats


	2.21




	
Mobil


	2.52




	
Gillette


	2.64




	
New York Life


	2.81




	
Monsanto


	2.92




	
Chase Manhattan


	3.09




	
Baxter Travenol


	3.30




	
Federated Department Stores


	3.56




	
USX


	3.77




	Pitney Bowes

	3.93




	
Eastern (Airlines)


	4.30




	The construction of these indices is explained in exhibit A.2 in the Appendix.





Exhibit 2.2 shows culture strength vs. market value growth numbers (unadjusted) plotted on a graph. This diagram is worth studying for a moment. (The two other performance measures are shown in exhibit A.8.) Exhibit 2.2 seems to show a random scattering of dots, but it does not. There is a positive correlation between corporate culture and long-term economic performance, but, as the diagram clearly shows, not a very strong one.16 It seems a firm can have a strong culture and poor performance or a weak culture and excellent performance. Neither possibility can be explained by the strong-culture perspectives.

EXHIBIT 2.2 CULTURE STRENGTH AND MARKET VALUE GROWTH*

[image: Image]

* Nine firms had returns either above 40 percent or below - 5 percent and are not shown.

** See exhibits A.3 and A.4.

*** See exhibit A. 7.

Within the limits of this methodology, we conclude from this study that there is a positive relationship between strength of corporate culture and long-term economic performance, but it is a modest relationship. The statement “Strong cultures create excellent performance” appears to be just plain wrong.

*     *     *

To understand the limitations of this perspective, we found it useful to examine those firms that received strong cultural strength scores yet weak performance scores—that is, firms whose experiences seem to have most clearly violated this theory. The companies in our study that fit that description are H.F. Ahmanson, Citicorp, Coors, General Motors, Goodyear, K Mart, Kroger, J.C. Penney, Procter & Gamble, and Sears (see exhibit 2.3).

These firms share two relevant characteristics. First, they are relatively well known for having strong cultures. Second, these cultures have all been criticized by some observers during the 1980s for having hurt the firms’ economic performances.

General Motors is perhaps the most visible example. Critics have pointed an accusing finger at its habit of allowing narrow financial executives to make key design, production, and marketing decisions. They have argued that its propensity toward adversarial labor relations has cost the firm a lot of money. They have said that the value GM managers have placed on economies of scale has led the company to ignore other important factors. And they have pointed out that executive behavior based on the assumption that the world is a relatively stable and predictable place is simply out of touch with reality.17

EXHIBIT 2.3
FIRMS WITH RELATIVELY STRONG CULTURES AND
RELATIVELY WEAK PERFORMANCE CIRCA 1977-1988








	




	 

	Corporate
Culture
Score

	Index of
Performance
Based on
Annual Net
Income Growth*

	Average
Annual
Return on
Capital (%)

	Average
Annual Growth
of Stock
Price (%)




	 

	1 = Strong
5 = Very
Weak

	Strong**
Performance
= 27-170

	Strong**
Performance
= 13-40

	Strong**
Performance
= 17-47




	




	H.F. Ahmanson

	1.68

	12.4

	4.49

	12.80




	Citicorp

	1.52

	18.2

	4.98

	10.30




	Coors

	1.67

	9.2

	7.69

	4.20




	General Motors

	1.80

	9.2

	10.59

	3.27




	Goodyear

	1.75

	17.0

	6.72

	8.21




	K Mart

	1.86

	15.6

	9.19

	8.72




	Kroger

	2.21

	22.0

	8.10

	6.09




	J.C. Penney

	1.95

	16.0

	8.90

	10.65




	Procter & Gamble

	1.18

	16.4

	13.00

	6.42




	Sears

	2.23

	14.8

	7.19

	5.87




	* See exhibit A.5 for an explanation of the measure.




	** Strong Performance = top quartile of all scores.





Similar criticism has been leveled at Sears. Its traditions have allegedly allowed “decentralization” to mean autonomous fiefdoms inside the firm, fiefdoms that have resisted needed change. Managers in the firm have been described as having a propensity to focus inward, sometimes ignoring competition and shifts in consumer preferences. These and other aspects of the Sears culture have been reported to have hurt its performance greatly over the past two or three decades.18

Likewise, the conservative and nepotistic aspects of Coors’s corporate culture were a central reason why Financial World magazine included the firm in its 1987 survey, “The 10 Worst-Managed Companies in America.”19 The centralized and bureaucratic behavior in Goodyear’s culture has been identified by its own new CEO as a major reason why that company’s performance has been disappointing.20 The highly analytical, methodical, and risk-averse behavior in Procter & Gamble’s culture has been criticized both by outsiders and by some of its own management.21 K Mart’s lack of a strong customer service ethos has been said to be its major weakness in its competition with Wal-Mart.22 The arrogance in Citicorp’s culture has been cited for leading the firm into bad business deals and alienating some of its customers.23
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