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“A system of shared beliefs (that define what is 
important) and norms that define appropriate attitudes 
and behaviors”. 
O’Reilly-Chatman 

“The self-sustaining patterns of behavior that determine 
how things are done”.
PWC – Katzenbach Center 

“A group’s shared beliefs, assumptions, values, or 
preferences that drive a group’s behavior”.
Li & Van den Steen

 Culture: Definition

“Culture eats Strategy for 
Breakfast” (*)

(*) Most often attributed to Peter Drucker. But ...  

The Breakfast Issue

“When culture resists strategy, culture always wins”.
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“Culture eats Strategy for 
Breakfast” (*)

The Breakfast Issue

Meaning ?
True or False? Or ... It depends?

The #1 reason why ‘culture eats strategy’ 
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Some Bad Strategy Evidence

“The essential point of strategy  in the 

first place is to provide a guide for 
action, decision-making, and 
resource allocation”. 

“Strategy is central to concerted 

coherent action within any 
organization”.

What is Strategy all about?
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We (urgently) need 
to put some 

substance into the 
term strategy.

“Make no mistake about it,

strategy is CHOICE.
It is a set of choices about what 

you will do, and what you will 
not do so as to create an 

advantage over the competition”
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   Strategy = Cascade of Choices

   Strategy = Cascade of Choices

Culture (as part of organizational 
architecture) is an 

INTEGRAL part of

an organization’s strategy
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“Although bad strategy may get eaten by culture, great strategy 
knows how to be carried by culture (and make culture 
do the hard work)”.

Li & Van den Steen (2021), Birds of a feather ... Enforce social norms? Interactions among culture, norms, and strategy, Strategy Science.

The Breakfast Issue

“You cannot craft an organizational culture until you fully develop 
and articulate your business strategy. 
Strategy must come first”. 

Chatman and Cha (2003), Leading by Leveraging Culture, Cal. Mgmt. Rev.

Culture follows Strategy
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Firms where strategy and 
culture align outperform 
firms where they do not.

If the two aren’t aligned, you 

most likely need to change 
your culture

KEY Takeaway

Culture (as part of organizational 
architecture) is an 

INTEGRAL part of

an organization’s strategy

Always address cultural 
change within the context of

strategic change.

Strategy and culture need to 
be addressed in an 

integrated manner.  
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 It’s all about alignment
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KEY Takeaway

Culture (as part of organizational 
architecture) is an 

INTEGRAL part of

an organization’s strategy

Always address cultural 
change within the context of

strategic change.

Strategy and culture need to 
be addressed in an 

integrated manner.  

Case Study of Strategy-Culture Misalignment 
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Strategy-Culture Misalignment 
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             Strategy-Culture Misalignment 

It leads to employees focusing on competing with each other rather than competing 

with other companies.

A lot of Microsoft superstars did everything they could to avoid working alongside 
other top-notch developers, out of fear that they would be hurt in the rankings.

Microsoft employees not only tried to do a good job but also worked hard to make sure 
their colleagues did not.

People responsible for features would openly sabotage other people's efforts.

One of the most valuable things I learned was to give the appearance of being courteous 

while withholding just enough information to ensure colleagues didn't get 
ahead of me in the rankings.

 

             Strategy-Culture Misalignment 

Because the reviews came every six months employees focused on 
shorter performance, rather than on longer efforts to innovate.

People planned their days and their years around the review rather than 

around products. You really had to focus on the six-month 
performance, rather than undoing what was right for the company.

I was told in almost every review that the political game was always 
important for my career development.
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                   Strategy-Culture Misalignment 

“In the end, the stack-
ranking system 

crippled the ability 
to innovate at 

Microsoft”.

Q: A lot of people have slammed 
Microsoft’s stack ranking review 
system as contributing to a non-
collaborative atmosphere. 

Is the kind of cultural change you 
want to effect possible with that 
stacked ranking system still in 
place?

 

Change the System?
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A: We’re doing our performance reviews now. We’re finishing up our 
year (and there are) no changes to—no—I’ll say minor 
changes to our system. I think everybody wants to work in a 
high-performance culture where we reward people who are doing 
fantastic work, and we help people who are having a hard time find 
something else to do. Now, whether our existing 
performance-management system needs to change to 
meet the goal of fostering collaboration is something 
that Lisa Brummel [head of human resources] would 
take up.

One year later 

9 months later Ballmer leaves as CEO 
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“I devoted myself to building not just a successful 
company, but a sustainable creative culture”.

“My job as a manager is to create a fertile environment, keep it 
healthy, and watch for things that undermine it”.

“Identifying the destructive forces isn’t merely a philosophical 
exercise. It is a crucial, central mission”.

Ed Catmull, CEO Pixar (2014)

 Culture – (Sustainable) Competitive Advantage
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Culture and Strategy: A Landmark Article

Source: Academy of Management Review, 1986
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We had one thing that Blockbuster did not: a culture 
that valued people over process, emphasized 
innovation over efficiency, and had very few controls. 

Our culture has allowed us to continually grow and 
change. 

Netflix is different.

Reed Hastings, Founder Netflix

Netflix Culture

Netflix Culture Slide Deck (127p)

Netflix Culture ... Not a Secret
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▪Manage for Talent Density (Hire the 
best, no tolerance for mediocre performance, pay 
above market, coach leaders to manage for 
density)

▪Manage with (loads of) Feedback 
(Anytime, anywhere. With respect for individual. 
With +ve intent. No jerks allowed)

▪Manage without Controls

Netflix Culture

Culture and Strategy: A Landmark Article

Source: Academy of Management Review, 1986

Can the Netflix culture be copied ?
Under which conditions can culture a source of SCA?
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“Everything our competitors could copy tomorrow. But they can’t copy our culture       
– and they know it.”

- Herb Kelleher, Founder - Frmr CEO Southwest

The organization’s culture can be a source of SCA when it is:

Valuable: “It must enable a firm to do things and behave in ways that lead to high sales, 

low cost, high margins, or in other ways add financial value”.

Rare: “It must have attributes and characteristics that are not common to the cultures of a 

large number of other organizations”. Why ?

Imperfectly Imitable: other firms find it difficult to (cannot) acquire the 

characteristics of the successful culture. Why?
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Netflix Culture: It’s a (Complex) System

Talent Density

No ControlsFeedback

Talent
development

Immediate feedback surfaces
problems early on: reduces 

need for control

Increased sense of ownership
Talented people assume responsibility 

for results

Assume you can copy 70 % of Netflix’s culture, how 
much of the competitive effect would you obtain ?

- More than 70 %
- 70 %
- Somewhat less than 70 %
- Much less than 70 % 
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A culture will form in an organization, a department, and a work 
group. 

The question is whether the culture that forms is one that helps 
or hinders the organization’s ability to execute its strategic 
objectives. 

Organizational culture is too important to leave to chance; 
organizations must use their culture to fully execute their 
strategy and inspire innovation. It is a leader’s primary role to 
develop and maintain an effective culture.

Chatman & Cha (2003) Leading by leveraging culture, Cal Mgmt Rev.

Final Thought

“Top management’s job isn’t to

create strategies. 

It’s job is to

build an organization
that can continuously spawn cool 

new business concepts”.

- Gary Hamel
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The chart shows the correlation (with 95% 
confidence intervals) between the values a 
company emphasizes in its official corporate 
culture and how well the company lives up to 
those same values in the eyes of employees. 
Four of the correlations are negative, and all but 
one hover near zero. Even agility, with a 
correlation coefficient of 0.22, reveals a very 
weak relationship between a company’s public 
commitment to flexibility and employees’ 
assessment of how agile the company actually is.

No Correlation Between Core Values and Corporate Culture

 Walking the Talk: Not That Easy
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