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Boards can accelerate business 
performance by fully engaging 
on organizational culture
By Jeffrey r. Greene

Jeffrey Greene is a Senior Advisor at Fortuna Advisors, a management consulting firm focused on strategic decision 
making, resource allocation, and culture transformation. In this article, he discusses the importance of culture in 
driving positive business outcomes.

Despite all the focus on improving governance practices 
in recent years, directors still have a large opportunity 

to help management teams improve their ability to shape or-
ganizational culture. A meticulous survey of more than 1,300 
executives in the United States and Canada found less than half 
believed the board contributes to their culture’s effectiveness. 
The research also revealed an enormous gap between knowing 
and doing: while 92% of executives said improving their cul-
ture would increase firm value, only 16% felt their culture was 
“where it needs to be.” And more than two-thirds agreed that 
“leadership needs to invest more time in the culture.”i 

Culture’s central role in durable business 
outcomes

While definitions of organizational culture vary, most 
focus on the shared beliefs, values, and norms that affect 

daily interactions and decision making. People learn their 
company’s culture primarily by observing and experiencing 
the consequences of actual behaviors. Employees watch how 
leaders behave, which colleagues get promoted, who’s listened 
to in meetings, and how managers assign choice projects. 
Statements of values, mission, and vision matter, but actions 
teach more powerful and longer-lasting lessons. 

Directors and senior executives need to pay particular 
attention to aligning their words and actions. A recent survey 
asked more than 1,300 participants across 42 countries if 
“our leadership team walks the talk on purpose, values, and 
culture.” There was a 27% percentage point deficit between 
how the board and C-Suite self-evaluated versus how subordi-
nates saw their behavior.ii

Achieving superior business performance depends criti-
cally on how well culture aligns with the formally designed 
elements of an organization: strategy, structure, systems, 
and processes. Michael Porter wrote compellingly about the 
importance of combining mutually reinforcing activities into 
an “activity system” (what we now call a business model) to 
create differentiation and defensible competitive advantage.
iii It’s clear that culture forms an integral part of successful 
business models. The same aspects that make culture difficult 
to observe clearly and to change—embedded beliefs and un-
written rules—mean competitors also have a hard time repli-
cating an effective corporate culture. Empirical research finds 
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the organization, and understands the distinct roles of the 
board and staff all had a significant impact on CEO job sat-
isfaction, the report said. Conversely, the amount of money 
that board members gave personally or helped to raise for the 
organization also had a major, negative impact on CEO job 
satisfaction—in other words, the less satisfied the CEO was 
with board fundraising, the less satisfied they were with their 
jobs overall, the data show.

For more information, the report can be accessed in full at 
https://bit.ly/3EpndUM. ■

halls, creating advisory panels and tapping outside experts, is-
suing press releases, making donations, and sponsoring tables 
at charity events supporting black causes—when you’re black 
these aren’t things you necessarily think deserve accolades. 
They’re table stakes.

Corporations have a responsibility to actively participate 
in the fight against injustice, even if it makes your leadership 
or customer uncomfortable. That support needs to be visible 
and the message crystal clear. It can no longer be shrouded in 
the sanitized corporate rhetoric that blunts the edges of the 
severity of the issue. And we can’t put it all on institutions. 
The door has finally swung open, and the question is whether 
the collective will step through and create a new society that 
embraces the beauty of black, brown, and Indigenous people. 

We should all ask ourselves—what is our role? To my 
white friends especially, what will you demand of your 
colleagues, your employer, the brands you support, and the 
boards that govern these institutions? 

But the most pressing questions is directed to the Board: 
What will the board do to hold their respective organizations 
accountable for sustaining social justice efforts and restore our 
faith in corporate America? Unfortunately, we cannot solely 
rely on CEOs and executive committees to ensure that our 
workplaces are equitable. It’s time for the board to step up 
and step in, which includes taking a hard look at themselves 
to start. ■
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cultural strength can persist for a decade or more, according 
to a recent study that used natural language processing (NLP) 
to analyze company reviews posted on Glassdoor by current 
and former employees. iv 

The well-worn saying “culture eats strategy for breakfast”—
often incorrectly attributed to Peter Drucker—implies that 
strategy and culture are in competition, when they need to 
be complementary. James Heskett suggests we instead “think 
of an effective culture as one that provides a platform, in the 
high-tech sense of that word, one that is designed to foster 
the ability to learn, adapt, innovate, and change anything, in-
cluding strategy.”v From this perspective, a sustainable culture 
should support a succession of strategies over time.

While decisions about organizational structure often 
require trade-offs, effective cultures compensate for these 
compromises by encouraging people to do what’s right for 
the business. In most companies, informal networks evolve 
to help employees get things done despite official reporting 
relationships. Conversely, processes like performance manage-
ment, recruiting, and training should be crafted to “fit” with 
and reinforce the desired culture. 

Consider these characterizationsvi from senior executives 
that bring home the centrality of culture: 

Culture is like the tendons and ligaments that hold the body 
together and allow it to be healthy as a body and execute daily.

Culture is your sheet music to success. It is no different than 
an orchestra. You can hire the best trumpet players, oboist, violin-
ist, and unless they are all playing from the same sheet of music at 
the right tempo, you will fail.

Like a body without tendons and ligaments or an or-
chestra without music, companies without an effective 
culture are doomed to underperform—or worse.

Culture deserves a seat at the top table
While culture’s role in superior performance by compa-

nies such as Microsoft, Costco, and Netflix has been well 
chronicled—as have culture failures at Rio Tinto, Samsung, 
Volkswagen, and Wells Fargo—many boards have not ele-
vated their oversight of culture to the same levels they devote 
to strategy, risk management, compensation, and succession 
planning. These case studies confirm a host of academic and 
practitioner research documenting the links between effective 
culture and business outcomes.vii As directors survey a current 
landscape that includes the “great resignation,” geopolitical 
distress, inflation, and the pandemic’s long tail, now is the 
right time to refresh board practices around culture. 

One example of a necessary mindset shift where board 
directors can lend their expertise to reshape corporate culture 
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Food for Thought
“The day the soldiers stop bringing you their 
problems is the day you stopped leading them. 
They have either lost confidence that you can help 
them or concluded that you do not care. Either 
case is a failure of leadership.”

Colin Powell

https://bit.ly/3EpndUM
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by changing obsolete ways of thinking is around supply chain 
planning:

• Scenario planning should routinely incorporate
“once-unimaginable tail risks.”

• To build resilience, apply a just-in-case approach to inven-
tories, moving beyond hyper-efficient but brittle supply chains.

• Use “lateral, rather than tunnel, vision” instead of opti-
mizing your supply chain in isolation. Take a broader view 
and consider shared nodes that could become bottlenecks, 
such as the port of Los Angeles.viii 

In addition to the market forces driving directors to 
get more involved, the big three institutional investors—
BlackRock, State Street, and Vanguard Group—are holding 
boards accountable for overseeing culture and human capital 
management.ix The UK Corporate Governance Code is 
explicit that boards should “establish the company’s purpose, 
values and strategy, and satisfy itself that these and its culture 
are aligned.”x Given culture’s importance to strategy execu-
tion, innovation, diversity, acquisition integration, and risk 
management, if directors get a better handle on culture, all 
their other jobs will be a little easier.

Culture happens, with or without you
Without proactive leadership, cultures evolve from the 

bottom up in fragmented ways when individuals and teams 
interpret senior management’s intentions on their own as 
they try to resolve uncertainties in organizational structure, 
systems, and processes. For example:

• Incentive design often uses a menagerie of metrics like
revenue growth, margin, cash flow, and return on capital. 
There’s rarely clear guidance on which to prioritize and when, 
so managers tend to be risk averse when it comes to making 
investments that promote long-term growth but may have 
short-term costs. This is particularly acute for intangible in-
vestments that are expensed through the P&L, such as R&D, 
brand building, and training.

• In matrixed organizations where individuals have mul-
tiple bosses—say, for geography and product line—which 
activities they prioritize may depend more on political clout 
than what’s best for customers.

Outlining the board’s culture oversight action 
plan

What are the right building blocks to guide the board’s 
engagement on culture? Specific tactics vary on the basis of 
the company’s current situation, directors’ backgrounds, and 
the board’s relationship with the CEO, but every plan needs 
to address these topics:

1. Understand your current culture. What are the firm’s stated

values and how do they translate into actual behavioral norms? 
Asking this fundamental question will highlight management’s 
approaches to monitoring employee engagement, the quality 
of information available, and the strength of alignment 
with strategy, structure, systems, and processes. The phrase 
“unwritten rules” is frequently used in culture discussions, 
but directors can help the CEO make unspoken assumptions 
explicit by exploring core beliefs and ingrained behaviors.

2. Articulate the desired culture. How does our culture need
to change to deliver on our strategy aspirations, execute our 
operating model, and implement necessary transformations? 
For example, cutting-edge digital business models require a 
learning mindset to enable new skills. The desired culture will 
be an evolving target as markets shift, leadership priorities 
change, and people adapt.

3. Stress-test management’s change plan. The CEO and team
should have a rigorous change management plan for migrating 
toward the target culture. This is also where any misalignments 
identified in Step 1 are remedied. The plan will also address 
material interactions with other major change initiatives.

4. Establish protocols for ongoing oversight. The board’s
plenary agenda for each meeting should include a fulsome 
culture review. And each committee needs to regularly consider 
how culture interacts with their responsibilities, particularly the 
Compensation, Audit, and Governance standing committees. 
For example, culture must be weighed heavily in CEO selec-
tion; Spencer Stuart found that lack of cultural fit is responsible 
for up to 68% of new-hire failures of senior executives.xi

5. Align the board’s own culture. How directors interact and
the “tone at the top” directly affects board effectiveness and 
reinforces (or detracts from) the desired company culture.

Case study: Transforming an ownership culture
A disguised example illustrates how directors can assemble 

and implement a practical approach to overseeing culture. 
After TechCo’s share price had underperformed the market 
and its peers for several years, the board took stock of the 
current state:

• Management failed to deliver on its growth and margin
promises for several years, and investors were skeptical of a 
turnaround.

• R&D productivity was key to long-term value creation
but had chronically lagged competitors’ results.

• TechCo closed a large acquisition in its core business six
months earlier. Reducing leverage taken on for the deal was a 
key priority.

Understand TechCo’s current culture
The board and CEO decided to begin by diagnosing 

TechCo’s culture using Fortuna Advisors’ ownership lens. We 
conducted one-on-one interviews of the executive team and 

CULTURE
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their direct reports, supplemented with online surveys. The 
table below summarizes our observations. 
Ownership mindset 
attributes

Select observations from TechCo 
culture diagnostic

Spend money like it’s 
your own

• Prevailing mindset of “If it’s in your 
budget then spend it, or you might 
lose it”

• No mechanism to secure additional 
funds intra-year for new opportunities

Extreme prioritization • Difficult to stop unprofitable activities 
that generate revenue

• Investment allocated on the basis of BU 
sales and stature of general manager

Willingness to 
experiment

• Generally willing to experiment and 
learn fast

• R&D investment criteria a black box

Embrace agile • Tendency to value process and motion 
versus outcomes

• Preference for inclusion, with many 
people involved in decisions

Balance short and long 
term

• Pockets of long-term vision, but 
generally focused on quarterly targets

• Longer-term innovation initiatives 
often abandoned to support EPS

Delving into the results, we discovered:
• While TechCo’s clearly stated corporate values includ-

ed an “owner’s mentality,” behavior across the organization 
did not live up to the official words. Our survey found a 
credibility deficit of more than 30% between how well the 
executive leadership team felt they “walked the talk” on 
values and the perspective of rank-and-file employees.

• The divergence of the acquired company’s values and
norms from TechCo’s was insufficiently addressed during 
integration planning or implementation. For example, the 
newcomers preferred to fully analyze each decision before 
moving forward. This frequently caused tensions with legacy 
TechCo employees who were more comfortable acting with 
imperfect information.

• TechCo’s incentive system for senior management
included many metrics—revenue growth, margin, free cash 
flow, and ROIC—with little guidance on how to reconcile 
conflicts among them. The company was organized along 
functional lines, and each function prioritized different meas-
ures: margin for Manufacturing, revenue in Marketing, and 
cash flow in Finance. Moreover, this encouraged Marketing 
to make optimistic sales forecasts so as not to lose revenue, 
which regularly depressed Manufacturing’s margins from 
writing off obsolete inventory.

• Most managers were evaluated using personal scorecards
with 15–20 quantitative and qualitive goals, but they were 
inconsistently held accountable according to their supervisor’s 
judgement. This behavior went all the way up to the CEO. 

Articulate the desired culture
The board and CEO agreed to begin a multi-year journey 

toward an authentic ownership culture, where each of the 
five attributes would be encouraged through clear commu-
nications, executive role modeling, customized training, and 
aligned processes. Directors also examined the likely effects of 
the target culture on key stakeholders: employees (attracting 
talent, engagement), customers (brand equity), and investors 
(execution, competitive differentiation).

Importantly, the board replaced the multiple metrics in 
TechCo’s Annual Incentive Plan with one measure: a stream-
lined, cash-based version of economic profit we call Residual 
Cash Earnings (RCE). In addition, annual RCE performance 
targets were set solely on the basis of improvement from prior 
year’s actual results. The CEO and CFO embedded RCE in 
core planning and resource allocation processes, including 
annual budgeting, quarterly operating reviews, corporate 
development, and strategic planning.

Stress-test management’s change plan
Directors considered the CEO’s change management plan 

with the same thoroughness they would a major acquisition 
integration or crucial strategy shift. They fully vetted the plan 
before signing off, then reviewed progress with the full board 
at each meeting.

Establish protocols for ongoing culture oversight
The board encouraged management to establish a regular 

cadence for surveying alignment with the target ownership 
culture, as well as a broader set of behaviors that included 
trust, collaboration, and risk management—and senior 
management’s ability to “walk the talk” of its stated cultur-
al values. Directors reviewed this survey data and feedback 
from ongoing employee training sessions during their regular 
discussions of the change management progress. Committee 
chairs for Compensation, Audit, and Governance amended 
their respective charters to clearly reflect the importance of 
culture in their mission and responsibilities. 

Align board culture
The lead director initiated a revision of TechCo’s board 

by-laws to give oversight of company culture the same level 
of attention as strategy, risk management, budgeting, and fi-
nancial reporting. Their self-assessment process also included 
evaluation of the board’s effectiveness in shaping culture.

Proactive boards drive outperformance
Building an effective organizational culture that bolsters 

competitive advantage requires the board and executive team 
to be at the top of their games. Forward-thinking CEOs 
leverage their directors to fully deploy culture as a powerful 

jrg
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management tool. Culture oversight must take its place 
alongside the board’s other essential responsibilities: CEO 
selection, compensation, strategy, and risk management. ■

Jeffrey Greene helps clients achieve superior long-term share-
holder returns through better resource allocation decisions by 
improving performance management and shaping culture. He 
can be reached at jeff.greene@fortuna-advisors.com.
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Calendar Of Events
June 16-18

2022 Govern for Impact Conference
The Worthington Renaissance Fort Worth Hotel, 200 Main 
Street, Fort Worth, TX 76102 USA

The 2022 annual conference for Govern for Impact—formerly 
known as the International Policy Governance Association—will 
be held in-person and virtually June 16–18 in Fort Worth, Texas. 

According to conference organizers, this event brings 
together boards, CEOs and administrators using the Policy 
Governance System, as well as young governance professionals 
and others exploring good governance.

The 2022 conference includes a variety of workshops across 
two tracks: 

• Track 1: Governing Fundamentals
• Track 2: Governing into the Future
Attendees will be able to choose one workshop from each 

track in each of the conference time slots. Attendees will not 
have to stay in the same track throughout the conference; all 
registrants will have access to all keynote and workshop Power-
Points and handouts, even for sessions they do not attend, 
organizers said. In addition, all registrants will have access to all 
keynote and workshop recordings. 

In addition, two pre-conference courses—Introduction to 
Policy Governance and Effective Board Principles and Policy 
Development—are planned just prior to the formal conference 
and can be added to conference registration for an additional fee.

Registration fees for this event range up to $699.

For more information, visit https://bit.ly/3t28xHi. ■

July 5–6 

Chartered Governance Institute Annual 
Conference
ExCel London, Royal Victoria Dock, 1 Western Gateway, London 
E16 1XL

The Chartered Governance Institute will host its annual 
conference, Governance 2022, July 5–6 in London.

According to organizers, the challenges of the last two years 
have shined a light on the critical role played by governance 
professionals in all settings -- whether they’re ensuring regula-
tory compliance, addressing social and stakeholder concerns, 
or enabling business continuity in the face of a truly chaotic 
operating environment.

This year’s annual conference will look at some of the many 
ways in which governance professionals are making an impact. 
The conference will focus around three key themes – knowl-
edge, values and practice – and explore the latest develop-
ments in such areas as ESG, diversity and inclusion, company 
law and audit, among others, and explore how the governance 
community can have an impact in these and other areas. 

The event’s speakers come from a variety of leading organi-
zations across all sectors and from around the world, and they 
bring with them a diverse range of perspectives, the CGI said.

Registration fees for this event range up to 920 GBP.
For more information, visit https://bit.ly/3wrr1Sq. ■
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