RETURN ON COMPANY CULTURE

A PRACTICAL GUIDE TO STRENGTHENING YOUR COMPANY’S CULTURE IN 30 DAYS

Return on Company Culture

Return on culture is possible to sustain, monitor, and measure. The journey to return on culture begins by understanding
what good company culture is and is not. It is also important to define what return on culture looks like and to
understand the limitations of traditional measures of a culture.
The following e-book delves into the essence of good company culture, reviews the measures of success, and provides a
step-by-step guide leaders can use to strengthen their company’s culture in 30 days.
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Let us start by looking at what is and is not good company culture.
When you search for “What is a Good Company Culture” you will find
examples of companies with good cultures and articles that summarize
Top 10 lists of signs and elements of a good culture.
Although interesting, the information is not relevant or useful for most
companies because cultures within companies are distinct. The
information you find in a search are indicators of success for another
company’s culture and may or may not be relevant for your company.
Creating a good company culture requires leaders to understand what
company culture is and the indicators of good company culture for their
specific company. To measure success, you first must know what success
looks like.
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When we began researching culture, we started with the question,
“what is good company culture.” We initially defined a good company
culture as a culture that aligns to the vision, mission, and needs of the
company and has indicators of success that can be communicated,
developed, and tracked.
We developed our initial definition based on over 2,500 interviews with
executives and senior leaders. However, after further research, what we
came to realize is our initial definition of a good company culture was
not a definition but rather a goal or objective. It did not define what a
good company culture was but rather defined what executives and
senior leaders want to or hope to achieve from their culture.
The issue with our initial definition is it did not define culture in a
manner that led to measurement or an ability to quantify return on
culture. Our definition lacked the metrics to measure.
As a result, we adjusted our focus. Instead of trying to define what is
good company culture, we focused on the definition of company culture.
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The modern definition of culture was developed by Dr. Elliott Jaques and was
first published in his book, The Changing Culture of a Factory, in 1951.

“Organizational culture encompasses values and behaviors
that contribute to the unique social and psychological
environment of a business.”
Dr. Elliott Jaques
Put more succinctly, culture is the collection of behaviors of the people within
the organization. It is a simple definition but impactful.
Culture isn’t a thing or a force or a process. Culture is about people and how
people act and treat each other within the workplace.
This simple definition helped reset and realign our approach to defining what
is a good company culture and how to measure return on culture. However,
this definition did pose a challenge.
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Culture is the collection of behaviors of the people within the organization.
The challenge with this definition is comparability. If the collection of
behaviors of the people within the organization is culture, then the mix of
behaviors within an organization will vary.
So, how do you compare two organization’s culture? How do you compare a
highly creative organization to a highly regulated organization where
compliance is essential. The very natures of these two types of organizations
will require a different mix of behaviors and thus result in two different
cultures.
Additionally, how do you compare an organization’s culture over time, since
the mix of behaviors within an organization change over time because people,
leaders, and economic factors change overtime?
The value of a metric that measures return is comparability. Executives and
senior leaders use comparative insights and trends to make decisions and
monitor progress. To derive return on culture, we needed more than a
definition of culture. We needed a baseline for comparison.
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To define a baseline metric we can use to derive return on culture,
we established three critical success factors:
1.

Easy to Understand: For a return on culture metric to be useful
to executives and senior leaders, it must be easy to understand.
The classic return on investment (ROI) standard was adopted
because it is easy to understand. Its baseline is money. How
much money did you put in vs. how much money did you get
back. A return on culture metric needs to be just as simple.

2.

Comparability: Based upon the definition of culture (culture is
the collection of behaviors of the people within the
organization), the mix of behaviors will vary across
organizations as will their culture. To be useful, the return on
culture metric must be comparable across organizations and
industries.
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To define a baseline metric we can use to derive return on culture,
we established three critical success factors:
3.

Adjusts to Change: The final factor relates to change. Behaviors
within organizations change as people respond to changes in
strategy, leadership, and economic situations. The return on
culture metric needs to reflect the changes in the mix of
behaviors and maintain its metric integrity.

Ironically, after reviewing the critical success factors, we ended
going back to where we started.
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We began our search for return on culture with an initial definition
of culture.
A good company culture is a culture that aligns to the vision, mission,
and needs of the company and has indicators of success that can be
communicated, developed, and tracked.
Although this statement proved to be an ineffective definition of
culture, it does provide insight into what over 2,500 executives and
senior leaders want from their company’s culture.
Executives and senior leaders want a culture that supports their
ability to achieve their objectives. In short, they want a culture that
drives performance.
This need or desire for performance provides the baseline metric
we can use to measure return on culture.
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By establishing performance as the baseline metric, we can measure
culture against one of the four states of culture:
• Distracting
•
•

Neutral
Contributing

•

Performing

The advantage of using the four states of culture as the metric to
measure culture is it meets all three critical success factors we
outlined earlier. They are easy to understand, allow cultures to be
compared across industry and company, and accurately reflect
changes within the workplace that impact culture without bias.
With the metric defined, the next step in our journey to return on
culture was quantifying the four states of culture.
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The following is a bit technical; but we feel it is important and will
provide better understanding to how return on cultures is calculated.
The advantage of using the four states of culture to measure return on
culture is the four states of culture are a spectrum or linear range of
culture states you can apply to any organization.
The spectrum goes from bad to good. At one end of the spectrum, you
have a distracting culture, which is bad. A distracting culture directly
undermines performance within the workplace. At the other end of the
spectrum, you have a performing culture, which is ideal. A performing
culture directly contributes and improves the performance of an
organization. In between, you have neutral and contributing cultures.
By defining culture on a spectrum, we were able to apply a numeric
range from -10 (distracting) to 10 (performing) and ultimately define a
culture score that directly calculates where on the spectrum an
organization’s culture lies.
With a defined culture score, executives and senior leaders have a
metric they can use to track culture over time and directly measure the
impact actions they take have on their organization’s culture.

Quantifying the Four States of Culture (Cont.)

Quantifying the Four
States of Culture

+10

Performing
Contributing

-10

Neutral

Distracting
The next step in quantify a culture score was to construct the formula
or algorithm. At its heart, a culture score had to be based on behaviors.
Afterall, culture is the collection of behaviors of the people within the
organization.
The advantage of using behaviors is they are good indicators of success.
Behaviors are observable and measurable. In addition, behaviors can be
developed, empowering leaders with the mechanism they need to
directly impact culture through training or talent development. Finally,
behaviors are leading indicators, providing us the opportunity to
predict outcomes.
However, not all behaviors are equal.
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After analyzing over five years worth of data, we found that leadership
behaviors remain the most important behaviors to focus on, which we
expected.
Although leadership behaviors are critical drivers of culture, not all
leadership behaviors are the same. The impact a leadership behavior
has on culture is dependent on the leadership behavior’s Dimensions of
Culture and Dimensions of Leadership.
Dimensions of Culture
There are four dimensions of culture: Trust, Communication, Alignment,
and Accountability. Behaviors associated with trust and communication
have a greater relevant importance than alignment and accountability,
which makes sense on a conceptual basis.
• If people don’t have trust in their leadership, people won’t follow
their leaders.
• If leaders don’t effectively communicate, people won’t know what
to do.
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Dimensions of Leadership
There are three dimensions of leadership: Strategic, Engagement, and
Task. Behaviors associated with strategy and performance show greater
significance than behaviors associated with task management. Again,
this makes sense on a conceptual level as well:
•

Like communication, if people don’t understand the strategy and
direction of the organization, they don’t know how to prioritize
their efforts to align to the strategic objectives and goals.

•

Like trust, leaders who engage and encourage their workforce will
be more effective than those that focus only on task management.

By understanding the significance of the Dimensions of Culture and the
Dimensions of Leadership, as they relate to leadership behaviors, we
have the means to quantify and rank order the behaviors that have the
greatest significance on culture on a scale of 1 to 10, creating a
Leadership Index.
Although we can determine significance, we still lacked a mechanism to
quantify the impact behaviors have on a given culture at a specific time.

Quantifying the Four States of Culture (Cont.)

Quantifying the Four
States of Culture
The final piece to the puzzle for calculating an organization’s culture
score is feelings. How an organization’s workforce feels, at a specific
moment in time, directly effects the impact leadership behaviors have
on culture.
Measured against two axis points, connecting vs. distancing, feelings
provide the ability to weight the impact leadership behaviors have on
culture and performance at a specific point in time.
•

An organization whose workforce feels connected to the
organization is more in tune with an organization’s leadership and is
more responsive to feedback from leaders and changes in
leadership behaviors that align to their needs.

•

An organization whose workforce feels a sense of distance or
detachment from the organization is more suspicious or more
dismissive of feedback from leaders and isn’t as responsive to
changes in leadership behaviors that align to their needs.

Converted into a metric, the Feelings Index quantifies the degree of
connection a workforce has to an organization at a specific point in time
and allows us to calculate a culture score over time.
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Culture Score = f(Feelings Index, Leadership Index)
An organization’s culture score is a function of its Feeling Index and
Leadership Index and will derive a score between -10 and +10.
Applying the culture score to a sample set of organizations with
known states of culture, the output of the culture score was
translated into ranges of performance that align to the four states of
culture.
• Distracting: -10 to -3.5
• Neutral: -3.5 to 3.5
• Contributing: 3.5 to 6.5
• Performing: 6.5 to 10
With the culture score, organizations can directly measure the
strength of their organization’s culture at a specific point in time.
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How to Measure Return on Culture
Applied on a monthly basis, executives and senior leaders have a
standard metric they can use to directly measure the impact of their
actions by measuring the change in their culture score month over
month. By trending results, executives and senior leaders can
measure the return they generate. Some examples include,
measuring the:
•
•
•

Benefit and impact of an incentive bonus overtime
Benefit and impact of investments in leadership training
Benefit and impact of removing toxic or negative personalities
(culture killers) from the organization
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The ability to measure the strength of an organization’s culture
over time provides the baseline metric executives and senior
leaders need to quantify the investments they make into their
culture, providing them a means to measure return on culture.
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Although the analytics we developed to determine a culture score and ultimately
measure return on culture may be a bit technical, the process is easy.
Defining an organization’s culture score requires only four questions:
•
•

From a work and life perspective, how are you feeling right now in ONE word?
What is the one thing you want your boss to START doing that will help you?

•
•

What is the one thing you want your boss to CONTINUE doing that will help you?
What is the one thing you want your boss to STOP doing that will help you?

It starts with feelings, which is used to determine the Feelings Index. The next three
questions relate to behaviors, which are used to determine the Behaviors Index. The
third step in the process is to provide feedback.

The Dirty Little Secret: Over 70% of all organizations who do the first
three steps improve their culture score within the first 30 days.
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Feedback is the key to moving the needle on your culture. It is a simple matter of
sharing the results:
•
•

Here is what we asked
Here is what we learned

•

Here is what we are going to do

With four questions and three pieces of feedback, 70% of all organizations showed
improvement in their culture score in 30 days.
Now, sustaining and building on their improvement is a simple process but requires
commitment.

The Dirty Little Secret: Over 70% of all organizations who do the first
three steps improve their culture score within the first 30 days.
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To sustain and strengthen an organization’s culture, executives and senior leaders
need to act upon the feedback they received, measure and compare the impact,
adjust, and then repeat the cycle, which is reflective in the development wheel.
Most are familiar with the development wheel or a similar model. We won’t
delve into detail beyond noting that culture is something that is developed and
can only be strengthened through consistent effort each month.
What About Values?
The last element of the model we haven’t discussed is values. The values of an
organization are important to culture. Our findings shows that over 60% of
organizations who utilize the model for 90 days improve their culture score to a
contributing culture state of greater than 3.5.
However, organizations that achieve and sustain a performing culture state of
over 6.5 are organizations with clearly defined and aligned values. The alignment
of values to the organization is the key to achieving a performing culture state.
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Values reflect the manner and way an organization intends to achieve its mission
or vision. Values basically encapsulate the behaviors that the organization
believes drive success. Values are in many ways a cheat sheet or mental checklist
an organizations workforce can use to stay on track and align their efforts to the
needs of the organization and ultimately its mission or vision.
Organizations that successfully achieve and sustain a performing state of culture
are organizations that:
•

•

Consistently discuss and reinforce the values of the organization as a means
to help their workforce leverage the values, as a mental checklist, and use
the values to align their efforts to the needs of the organization
Periodically review and update their values to reflect the changes impacting
their business
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Achieving return on culture is possible; and it begins by asking four questions. To help make things easier, we have
developed tools organizations can use to quickly calculate their culture score and easily monitor, measure, and improve
their organizations culture. To learn more about our suite of tools or to schedule a demo, click here.
Click to Schedule a Free Demo
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