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I. Introduction

The concept of corporate culture garners significant media buzz today and
not all of it is good. In the news we learn that important mergers between
goliath multinationals never finally actualize, not because of failure to
come to financial agreement, but because of a “misfit” of corporate cul-
tures. We are told that the real cause of notorious financial scandals like
those at Enron were not so much the fault of individuals involved, but of
that nebulous culprit, the “culture.”

At the same time, business publishing is exploding with volumes offering
to help us “build a corporate culture,* “tweak” our corporate culture,? or
tailor our corporate culture specifically for “mentoring” or “team build-
ing”. Websites, conferences and seminars abound with advice for chang-
ing corporate culture, creating an inspiring corporate culture, and devel-
oping an intuitive corporate culture.

What really is corporate culture, anyway? And how has it come to occupy
so much importance both in the media and in the decision-making process
of businesses large and small?

A. Defining corporate culture

Perhaps the simplest definition of corporate culture is the oft-cited: “it’s
the way we do business.” But all companies do business. And corporate
culture is actually much more complex and amorphous than that. In truth
corporate culture is an amalgam—a blend of the values, beliefs, taboos,
symbols, rituals and myths all companies develop over time. From this
amalgam every company develops its own set of rules and regulations, its
own style, its distinctive “personality.”

Contrast the edgy, Frisbee-flying start-ups of the 9os against tradition-
al button-down cultures like IBM or UPS. Compare the 8-page Human
Resources Leave and Absence policies of many of today’s corporate gi-
ants with Motleyfool’s succinct “do an amazing job and take the time you
need”s version. You begin to see how distinct—and how divergent—corpo-
rate cultures can be.

Where any individual fits comfortably on this corporate culture spectrum
will determine not only how much time it will take to adapt, but how
quickly he or she can expect to succeed and to lead others to success.
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B. Why corporate culture matters

Clearly, corporate culture is important. It defines the driving forces, values
and tempo of the organization. Moreover, it deeply affects the effective-
ness of individuals based on their personality and work style. To illustrate:
shortly after stepping down as chief executive officer of IBM Corp. in 2002,
Louis V. Gerstner addressed MBA students at Harvard Business School.
“The thing I have learned at IBM,” he said, “is that culture is everything.”

1. Psychological and economic wellbeing

Studies have shown that culture affects employees in various ways, from
their ethics to their willingness to call in sick. Poor cultural fit can be the
cause of poor morale and negative attitudes that permeate throughout an
entire organization. Discontent can lead to poor work product and slowed
productivity and can influence recruiting, employee turnover, and public
perception of the company’s wellbeing.

Even once the situation has been identified and corrected—and the mis-
matched employee eliminated from the corporate equation—there may be
far-reaching negative consequences to the organization which take time,
patience, and often costly management intervention to reverse.

2. Costly corporate misfits

Damage from mismatched leadership is hard to quantify. After that key
executive has moved on—often with bad feelings on both sides of the rela-
tionship—the leadership vacuum must be filled again. Recruiting experts
like Bradford Smart find that mishires are frequently “misfits” for corpo-
rate culture. Since statistically a staggering 50% of all employment situ-
ations result in a mishire,® the implications of cultural mismatch start to
show themselves in hard numbers.

O The U.S. Department of Labor estimates the cost of mishiring a
$100,000 per year manager at $300,000.”

[J Other estimates run the gamut from a conservative 10 times the ex-
ecutive’s base salary® to an astounding 24 times that salary.?

Obviously those organizations choosing to ignore cultural considerations
in their hiring and recruiting approaches will do so at some financial peril.
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II. Problems with defining corporate culture

As Keith Swenson of William Mercer has noted, “If you can define the cul-
ture in some ways, then you can hire for it.”° But unfortunately that isn’t
always easy. Problems often arise in hiring because companies are con-
fused about their corporate culture or because they are not consciously
aware of it.

A. Goals versus values

According to Morris R. Shechtman, author of Working Without a Net:
How to Survive & Thrive in Today’s High Risk Business World, “99 out
of 100 companies confuse their goals with their values.” He explains that
“goals are where you're going; values are how you're going to get there.
Values are absolutely critical, but most companies don’t know what those
values are. They’re intent on where they’re going, not on how they’re going
to get there.”

Organizations that fail to identify their core values tend to make the same
hiring mistakes over and over again. “If you don’t know what your culture
is, you’'ll keep replicating the same problems in every hire,” says Shecht-
man. “We see that epidemically throughout corporate America.” **

B. Understanding what is unspoken

In other instances the corporate culture may manifest itself very clearly,
but because its cultural attributes haven’t been “spelled out” in policies,
advertising, or other company communications, even long-term employ-
ees and managing executives may not be highly conscious of it. There are
multiple examples of unspoken elements of company culture, the most
obvious being in dress codes. For instance, like the business suit and tie is
modeled but not codified.

But other clues to corporate culture appear if you know where to look for
them. A complex organizational chart may reveal a company operating
within a rigid hierarchy as opposed to a loosely structured organization
where executives may even function without titles. Other indications can
be found in the type of sponsorships or philanthropic activities a company
participates in, its physical layout—even artwork displays and décor.

Executive search professionals can help companies articulate their culture
so that it is reflected in the position description, the search, the interview-
ing process and in hiring negotiations.
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II1.Interviewing for cultural fit

Conducting an executive interview is a highly complex task in and of itself.
But extracting from that interview the elements of an individual’s person-
ality, behaviors and value system that make for good “chemistry” or “fit”
with the hiring company’s culture can be extraordinarily difficult—unless
the interviewer has both the experience and a process for doing so.

Toward that end, CarterBaldwin has developed a client assessment mech-
anism that works to define, articulate and match culture. We have found
that most cultural nuances can be delineated by what we call the Corpo-
rate Cultural Considerations, or The 5Ps.

The Five Ps: A Client Assessment for Matching Culture®

1. Power — We must determine if the power of the organization is
primarily concentrated at the top, with decisions made by a small
group or single individual and then executed by organizational sub-
ordinates. Or if the power is more delegated, often requiring a gen-
eral consensus before decisions are reached and enacted upon. One
way of determining an individual’s fit for a culture is to ask him/her
about big decisions that were made at the prior company while s/he
were there, and then to ask exactly how those decisions were made.
What ownership is s/he willing to take for bad decisions and how
much blame is placed on “those” who made the decisions.

2. Push — With these questions we determine how much “push back”
an organization tolerates and how much it expects. While few cli-
ents set out to hire “yes men”, there are significant differences in how
long an organization will allow an executive leader to stand his/her
ground before s/he is expected to concede and comply. Some organi-
zations expect significant push back and have a culture where the ex-
ecutive who cannot forcefully defend his/her point will not be effec-
tive. Ultimately, it is important to measure the true aggressiveness of
the organization as it aligns with the aggressiveness of a prospective
candidate.

3. Pace — One of the most telling attributes of culture is pace. Not only
do we consider how quickly an organization makes decisions, but
just as importantly how quickly do the most respected leaders speak,
move, walk, etc. This also speaks to work ethic and what is consid-
ered “a hard working individual” within the organization i.e. work-
ing on weekends, early/late hours, only traveling during non-prime

678.448.0000



o carterpaldwin

executive search

... the number

one determinant of
ethical conduct is the
corporate culture.
The more ethical the
company's culture,
the more integrity
employees will dis-
play.

Likewise, the more
lax a company, the
more prone employ-
ees are to break the
rules.”
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business hours and what is the generally accepted work-life balance
in that company. A mismatch in this area, even for a candidate who
meets every other qualification, will almost always produce cultural
rejection.

4. Play — While it may seem insignificant, the way that an organiza-
tion plays together is a defining component of its culture. Are social
activities a prominent part of the work life? Do executives frequently
go to lunch together, or play golf with each other? Is there a lot of
camaraderie, or are people expected to buckle down work and social-
ize on their own? Another aspect of play takes into consideration the
actual activities found in a culture. Companies can run the gamut
from early morning bible studies to happy hours, and finding a can-
didate who aligns with play is a critical step to finding a candidate
who aligns with work.

5. Principles — Few of us have met someone who would admit to being
unethical. We are all ethical. We just define ethics in a manner that
qualifies us and justifies our value system. For purposes of determin-
ing cultural fit, we define “principles” as the willingness to compro-
mise one’s own values (corporate or personal) in order to achieve a
highly valued goal. In other words, at what point would you violate
your own standards in order to accomplish something very impor-
tant? Even with the expertise of a competent Industrial Psychologist,
this can be a tough quality to measure.

In measuring principles, one helpful consideration is to narrow the band-
width. With each of the other cultural qualifiers (power, push, pace, and
play) most organizations and most individuals can place themselves some-
where along a very broad continuum. For instance, someone may score
themselves a “2 out of 10” on the play continuum; nobody would ever score
themselves a 2 on the principles chart. We therefore ask client companies
and candidates to rate themselves somewhere between a 9 (rarely will
compromise their values for the greater good) and a 10 (absolutely NEVER
compromise their values). In so doing it becomes nominally easier to iden-
tify candidates who will struggle in an ethically ambiguous environment.
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IV. Conclusion

The ability to assess candidates who will flourish in a particular corporate
culture is a hallmark skill of the retained Executive Search industry. Be-
cause retained Executive Search is client centered, the ability to compre-
hend and explicate the client’s corporate culture is critical to the ongoing
relationship. The best firms excel at:

[J Taking the time to understand the corporate culture and helping the
client, when necessary, to articulate it.

L] Crafting a position description that reflects that culture while assur-
ing both legal compliance and opportunities for the right candidate.

[J Employing expert interview skills and proven methodology for get-
ting behind the resume’s bullet points to behavior and values.

L] Ensuring that culture choices aren’t based on ethnic, racial or gender
issues.

The ideal conclusion to a successful search is a client and a candidate who
understand each other, appreciate each other’s values and beliefs, and are
eager to work toward shared goals. The skills, patience and time directed
at uncovering the “fit” factors for corporate culture are well worth the ef-
fort and investment.

Find Out More

We hope you’ve enjoyed this paper on cultural considerations in hiring. If you’d like to discuss
any of the approaches or insights in this white paper, we invite you to call to speak with anyone
on our partnership team.

CarterBaldwin Executive Search
200 Mansell Court East, Suite 450
Roswell, Georgia 30076
678.448.0000
connect@carterbaldwin.com
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