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“In this very compelling book, Greg Besner shows us why culture truly matters. This book will help any leader interested in understanding how culture can truly be a source of competitive advantage”

—FRANCESCA GINO, Harvard Business School Professor; author, Rebel Talent Why It Pays to Break the Rules at Work and in Life

“Greg does a wonderful job summarizing the why, what and how of a strong company culture. It’s brilliant in its simplicity, yet powerful in its application filled with actionable examples. The Culture Quotient is the culture leadership handbook that everyone should read.”

RUDY KARSAN, Former CEO of IBM Kenexa

“The Culture Quotient has great stories, great science and great practical advice about how to build a high-performance culture.”

FRED MOSSLER, Employee #1 of Zappos.com

“The Culture Quotient is the perfect blueprint for aligning culture with business strategy in a world filled with distraction. It should be required reading for all teams, managers and aspiring leaders who seek real-life examples and solutions to build trust with their team, foster an environment based on truth, and truly use culture to drive business success.”

ERIC HIPPEAU, Former CEO of The Huffington Post and Former Chairman & CEO of Ziff-Davis

“Greg Besner has written a groundbreaking book sharing his valuable learnings as a business leader, professor, and lifelong student of leadership. The Culture Quotient shares essential data, pertinent stories, and so many great takeaways and tips. I’ve already started sharing this book with all of my companies.”

BRETT HURT, CEO of Data.World and Former CEO of Bazaarvoice; Author, The Entrepreneur’s Essentials


“In his book, The Culture Quotient, Greg Besner offers all of us a leadership roadmap we should consider very seriously: to have a resilient company ‘Culture’ does matter and there are practical ways to align our business purpose and our people values to every aspect of the enterprise! The Culture Quotient, and the 10 dimensions described in this book, are a must read for the leaders of small and big companies.”

RINO PIAZZOLLA, AXA Global, Retired Chief Human Resources Officer

“In The Culture Quotient, Greg Besner has captured foundational principles to create a healthy, positive workplace. Why do some companies have “magic” while others have disgruntled employees? That “X” factor can now be labeled The Culture Quotient. Bringing openness, transparency, and clear expectations helps people focus and find fulfillment. The Culture Quotient is a must read for entrepreneurs and business leaders.”

JONATHAN D. HARBER, NYU Steinhardt School of Culture, Education, and Human Development Adjunct Professor
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FOREWORD TONY HSIEH Author of New York Times #1 Bestseller Delivering Happiness and Zappos.com CEO


greg besner and i first met during the early days of zappos and became close friends. Soon after, Greg joined the Zappos team as one of our early investors and remained closely involved during the evolution of our company. Today, we still sell shoes — as well as clothing, handbags, accessories, and more. That "more" is always striving to provide the very best customer service and customer experience while making company culture the #1 priority of the company. Greg took inspiration from his involvement at Zappos and found his own purpose: to help organizations around the world create high-performing cultures to achieve their business goals. With his book, The Culture Quotient, Greg shares his formula to help you, your team, and your company achieve your purpose, too.

More and more leaders today are recognizing company culture as a top priority because of its long-term impact on company performance. Without it, companies will struggle to deliver happiness to all of their stakeholders. The 2020s and beyond are about delighting customers and engaging employees through a daily commitment to each organization’s purpose and core values. When given the choice, customers will select other products and services if they sense that your culture isn’t trustworthy or that you are not living your values. The Culture Quotient is a systematic approach to culture that will guide you every step of the way as you make your culture a top priority.

Culture is core values in action. Companies that stay true to their values will win the battle for talent, achieve high levels of employee engagement, and ultimately win the hearts and minds of customers. As Greg’s book illustrates, culture touches every aspect of a company’s management and practice. And Greg’s book directly addresses the toughest question in the world of culture: How do you use culture to drive meaningful business results? Answer: Read this book and access the additional resources available online to learn how.

Business leaders have been seeking a practical yet data-driven solution for managing culture for a long time. I hope you enjoy reading The Culture Quotient as much as I did.






INTRODUCTION WRITE YOUR OWN CULTURE STORY
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how did i become so focused on creating great culture in the workplace? I would love to say I always knew that culture would be an important tenet of my leadership while building several high-growth companies. However, my interest actually started seventeen years ago with a chance meeting in an elevator.

My career set out on a traditional leadership path. During the first decade I worked in Fortune 500 companies, earned my MBA from Wharton School of the University of Pennsylvania, and eventually became a divisional president of a large public company. But for the next twenty years, my career shifted. I found career passion as an entrepreneur building companies, as an adjunct professor teaching at New York University Stern School of Business, and most recently as the founder and CEO of CultureIQ, a company that helps organizations create high-performing cultures to achieve their business strategies.

In 2003 I founded and served as CEO of Restricted Stock Systems, a software company based in Princeton, New Jersey. I was in San Francisco visiting a close friend, Erik Moore, the founder of venture fund Base Ventures, when an elevator door opened, and in walked a guy wearing a Zappos.com T-shirt. Erik introduced me to Tony Hsieh, CEO of Zappos.com and author of the New York Times #1 BestSeller, Delivering Happiness. I thought nothing of it. At the time Zappos had fewer than seventy employees, and most people, including myself, had never heard of the company or Tony. Today Tony is a business and culture celebrity. (Coincidence: Erik met Tony in 1999 in the same elevator.) If you are not familiar with Zappos, it started in 1999 as a fledgling online site for shoes and today is a multibillion-dollar ecommerce success story.

Just before that chance meeting, I had co-founded a fashion accessories company to design and distribute UGG® Australia handbags. Tony and I kept in touch, and I learned that Zappos was expanding beyond shoes and focusing on handbags. In the next few years, my company became the largest supplier of handbags to Zappos. Tony and I became close friends, and I visited Zappos more frequently. I was so inspired by the company’s culture that I decided to join the Zappos team as one of its early investors. Over the next seventeen years, I witnessed firsthand how its culture helped Zappos inspire its employees and grow an amazing brand. Its unique and evolving culture was the critical ingredient to growing from a start-up with sales of $1.6 million in 2000 to many billions in annual sales today.

During a visit to Zappos headquarters in Las Vegas, Nevada, I noticed a bustling bake sale in the main lobby. A crowd of Zapponians (the nickname for employees) were waiting in line to support the sale. Other Zapponians were sitting at portable tables, taking turns selling little bags of homemade cookies, cakes, and other treats. The scene was showing so much positive energy, but I was wondering why a billion-dollar company would be having a bake sale.

As I approached, I noticed photographs of electric massage chairs with a sign noting the target money needed to buy two. I asked the friendly folks behind the tables why they were holding the fundraiser. The answer was heartwarming. It turned out that the workers in the Las Vegas office, mostly call center staff, product buyers, and management, were rallying to buy massage chairs for the Zappos warehouse workers in Louisville, Kentucky.

The Las Vegas team knew that the holiday shopping season was approaching and recognized that their warehouse co-workers would be experiencing tremendous physical labor. Zappos’ annual revenue had surpassed $1 billion before the bake sale, so the Zapponians could have requested budget approval to buy the chairs. Instead, they wanted to roll up their sleeves to support their colleagues. Most of the Las Vegas employees never had met their Louisville counterparts, but they decided to pursue this grand gesture to show empathy and appreciation for their co-workers. What a wonderful example of team building from afar!

My involvement with Zappos inspired me to launch CultureIQ seven years ago to help many other companies create high-performance cultures that align with their business strategies. Since then I’m proud that my company has worked with more than one thousand companies around the world. My work would be much easier if there were one secret ingredient to culture, a quick fix for driving engagement and encouraging high performance. Instead, when it comes to culture, as with many things, my best education has come from listening. I believe that great culture can be inspired anywhere, even in an elevator.


I’ve written this book with three main goals in mind. My first is to spark inspiration. I hope that you feel excited and compelled to take steps to strengthen the culture at your own organization, regardless of your industry, tenure, or role. My second goal is to provide tangible data, tips, and ideas to help you curate your own culture. And third, I want to share inspiring stories from other leaders that show the power and results of culture initiatives in action. The quotes you read in this book are excerpted from original culture stories written exclusively for this project and designed to become a resource for readers and their organizations. While I excerpt the key points and stories in the book, you can read the full transcripts at www.theculturequotient.com.

I’m confident that you will take action to build the ideal culture at your own company if you haven’t already. Please share your culture story with me and other leaders wherever your story takes you. After all, you never know where you may inspire great culture, perhaps even in an elevator.






ABOUT CULTURE
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when i founded cultureiq in 2013, i interviewed hundreds of ceos and other business leaders, asking them to describe their ideal company culture. All of these leaders expressed a strong desire to achieve a high-performing culture at their companies, yet most didn’t have a framework to define their culture. As a CEO, business professor, and serial entrepreneur, I have personal experience and research that confirm culture’s dramatic impact on an organization, yet most leaders lack a proper definition and effective toolkit to manage their culture.

Flash forward seven years, and it is nearly impossible to read a business publication or attend a leadership conference without finding company culture topics highlighted. Recent Deloitte research compiled from three thousand three hundred leaders across one hundred six countries found that company culture and employee engagement are the most important human capital challenges confronting organizations around the world.1


In this chapter, I will provide a practical definition of company culture and employee engagement. I’ll explain how these two concepts relate to each other and to your organization. I’ll also share data that illustrate the connection between company culture and business outcomes.


WHAT IS COMPANY CULTURE?

Company culture, also known as organizational culture, refers to how and why things get done in your organization. Specifically, your organizational culture reflects your environment, which is made up of the behaviors, values, office rituals, and language of those employed in a workplace.

This simple definition clarifies how culture affects not only employees’ relationship to their work, but also how they work. In this understanding, it is clear why it is important to factor company culture into business strategy. Defining culture in this way encourages leaders to view it as a business topic rather than only a human resources issue.

I have learned from a number of academic models that inform this definition of company culture. I like one particularly influential model: the “Three Levels of Culture” that Edward Schein identified in his book Organizational Culture and Leadership.2

Schein breaks down culture into three layers: artifacts, espoused beliefs and values, and basic underlying assumptions. It can be helpful to visualize these layers as an iceberg, where the artifacts are the tip of the iceberg that we see, the espoused beliefs and values are the part of the iceberg just under water, and the basic underlying assumptions form the deepest part of the iceberg. The corresponding image visualizes this analogy.


[image: An iceberg diagram illustrates the layers of organizational culture, showing visible and hidden elements.]
All organizations inherently possess a culture. This book addresses these questions: What makes one culture better than another? How do you know if your culture is headed in the right direction? How can your culture drive your desired business results? One way to answer these questions is to understand a high-performance culture.



WHAT IS A HIGH-PERFORMANCE CULTURE?

A high-performance culture is a set of behaviors and norms that enables an organization to achieve superior results, including high financial returns, leading customer ratings, and the ability to recruit and retain top talent. In other words, it is a culture that drives a high-performance organization, one that remains competitive in the financial and employer market. While it is hard to argue the desirability of a high-performance culture, it can feel ambiguous, begging the question: What does a high-performance culture look like?

To answer this question, we can turn to research gathered from our company’s work with more than one thousand organizations, as well as gold-standard research conducted by the Boston Consulting Group and Cornell University School of Industrial and Labor Relations.3,4 After years synthesizing this information, I have identified ten dimensions common to high-performance cultures, in no particular order:


	Mission and Value Alignment: Employees know, understand, and believe in the company’s mission and values.

	Communication: Employees send, receive, and understand the necessary information.

	Responsibility: Employees are accountable for their actions and have the independence and empowerment to make decisions regarding their work.

	Agility: The company responds and adapts to opportunities.

	Work Environment: The company has a comfortable workplace where people have the resources to be effective in their work.

	Innovation: The company encourages new ideas, and individuals can move ideas through the organization.

	Wellness: The company prioritizes policies and resources to help people maintain physical and mental health.

	Performance Orientation: Employees know what determines success in their role, and they are rewarded or recognized for achievements.

	Collaboration: Employees cooperate, share, and work well together.

	Support: Employees provide one another with the resources and guidance they need to succeed. Employees are confident in company leadership.




Whether you are building a culture from scratch, trying to determine whether you are on the right track, or looking to make drastic organizational changes, these ten dimensions include every level of the Schein iceberg model and can be measured. They are dynamic, in that improvements in one dimension can improve other dimensions. You can measure these dimensions to track your own culture over time. For example, if you find that your company scored poorly on work environment, you know to focus on this dimension to effect positive change.

These dimensions also prove that you do not need to be Google or Zappos in order to achieve a high-performance culture. A helpful analogy is to think of these ten elements as the key ingredients for creating a high-performance culture and to recognize that every organization has a unique recipe to achieve its designed culture. Another perspective is that your approach to these qualities becomes the personality of your company. When you score your progress, it will help you understand whether your company personality is growing with your organization and contributing to a happy, engaged, and effective workforce.

This book also tackles the toughest question for culture management, where many culture strategies come up short: How does company culture drive your desired business results? Employee engagement is a big part of the answer.



WHAT IS EMPLOYEE ENGAGEMENT?

Employee engagement refers to how employees feel about their company and their work. While this definition might seem abstract, engagement can have powerful results. When workers are engaged, they are more likely to be happy, motivated, and committed to your company. Engaged workers are also more connected to the company’s mission, motivated to exceed their goals, proactive about learning new skills, positive in their approach to work, creative in solving problems, and committed to developing their careers at your organization.

With such results, it is no wonder that employment engagement has received so much attention recently. In fact, the term has experienced an eleven-fold increase in popularity as measured by Google Trends over the past ten years. Business leaders, managers, and human resources professionals alike are looking for the best ways to engage their people.

So how do you create employee engagement at your organization? Engagement is an outcome of a high-performance company culture. High-performance cultures outline behaviors and norms that are healthy and supportive, ensuring that team members clearly understand their culture and what is expected of them. Employees feel aligned, connected, and supported, and therefore they feel engaged with their company.

Because culture and engagement are so closely tied, it is nearly impossible to separate the results of engagement from those of culture. In the next section, I will share some of the research about how culture and engagement drive powerful business results.



THE LINK BETWEEN COMPANY CULTURE AND BUSINESS RESULTS

Many people can summon an anecdotal connection among engagement, culture, and success. However, you and your management team expect facts and data to support this link. Fortunately, academics and business analysts have been studying the link between company culture and business outcomes for quite some time. For this book, I have gathered a series of compelling studies that represent the breadth–– from employee retention to stock market returns––and the depth of culture’s impact on business performance.

The most notable studies come from Gallup’s periodic State of the American Workforce report.5 The 2017 report found that that business units with more satisfied employees tend to have higher productivity (17 percent higher), greater profitability (21 percent higher), and superior sales results (20 percent higher).

Gallup also found that the more disengaged employees feel from their jobs, the more likely they are to leave. Nearly three-quarters of disengaged employees are actively looking for jobs, compared with a little more than one-third of engaged employees, according to Gallup.6 As many leaders know, employee turnover hurts your business. Replacing an employee costs your company an average of $4,129, according to the Society for Human Resource Management (SHRM).7

Happy employees typically lead to happy customers, SHRM and others have found. Business units with engaged workers see 10 percent higher customer metrics. Customer satisfaction is directly linked to employee satisfaction, and financial success is directly linked to customer satisfaction, according to Washington State University research.8 Therefore, employee engagement is linked to financial performance. Similarly, in a study of one hundred organizations, Northwestern University researchers found that companies with satisfied employees also had a higher percentage of satisfied customers.9 These customers purchased the company’s products more frequently, maintained higher levels of loyalty, and reported greater satisfaction, which directly contributed to higher gross margins, higher repeat business, and reduced customer acquisition costs for each company.

Employee engagement also is linked to discretionary effort. One Corporate Leadership Council study of fifty thousand employees from fifty-nine organizations found that 71 percent of companies with an above-average percentage of highly committed employees performed better than average compared with their industry peers, while 62 percent of companies with a below-average employee commitment performed below average.10

A study published in the book Corporate Culture and Performance by John Kotter and James Heskett details the difference between companies with performance-enhancing cultures and those without performance-enhancing cultures over eleven years.11 The firms with performance-enhancing cultures achieved four times greater revenue growth, twelve times greater stock price growth, and seven hundred fifty-six times greater net income growth. More recently, the Great Place to Work Institute found that public companies identified as the “best places to work” performed nearly twice as well as the cumulative stock market results of the S&P
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