
Changing Organizational 
Culture to Establish 
 Sustainability
In business management, one key factor is quite often overlooked: organizational 
culture. It influences the behavior of managers and employees, how they perceive 
and address the firm’s internal and external challenges, and attitudes towards 
change.  To establish a truly sustainable business model, decisive corporate 
change is needed.
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Organizational culture is of utmost importance for the success of corporate 
environmental management initiatives and the achievement of corporate 
sustainability. The implementation of environmental practices and guide
lines must be embedded into the values and beliefs of the organizational cul
ture (Johnstone 2018) to enable the required awareness as well as ongoing 
dialogue and communication about environmental issues. Moreover, orga
nizational culture is also a disciplining instrument and control mechanism 
which may foster the likelihood of longterm success of corporate environ
mental management initiatives. It affects the behavior and decision making 
of managers and thus the firm’s strategic orientation, performance, proce
dures, and attitudes towards change and innovation.

What is organizational culture?
Organizational culture is comprised of shared values, norms, assumptions, 
and beliefs that affect managers and employees in their daily operations. It 
influences behavior with regard to interactions with other members of the 
organization and external stakeholders. In sum, organizational culture in
fluences corporate practice. It provides guidance on the perception and the 
resolution of problems, as well as on decisionmaking. In short, organiza
tional culture shapes the pattern of social life within the firm, for example 
employee commitment to the organization and its goals and values, as well 
as the creation of a group feeling among managers and employees. Every or
ganization has an organizational culture. It is either explicit and thus actively 
managed and controlled, or implicit and not given further attention by ma
nagement, leading to a lack of attempts to actively change it (Schein 2010).

The model most commonly applied in business management research to 
classify and quantify the rather broad and general term of organizational 
culture is the competing values framework (see figure 1). This model quan
tifies organizational culture into four specified culture types to enable em
pirical analyses (Henri 2006; Linnenluecke/Griffiths 2010):

Adhocracy cultures foster innovation and willingness to try new things, 
take risks, and think out of the box.

Bureaucracy cultures have an administrative approach with detailed pro
cedures and processes in combination with predictability to provide stabili
ty and efficiency.

Clan Cultures emphasize loyalty as the key value and foster personal ties 
and group thinking.

Market cultures are resultsdriven and focus on competitive actions and 
goal achievement.

The four culture types can be found in the four quadrants of the compe
ting values framework. They are classified by the categories of flexible ver
sus stable organizational structure and internal versus external organizatio
nal focus. Each type focuses on different values and norms and thus diffe
rent organizational philosophies, strategies, and management styles. A firm 
can determine its organizational culture type by applying the OCAI survey 
questionnaire (Cameron/Quinn 2011). 
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In most cases, one culture type is dominant and may include some char
acteristics of the other types. Every organization has its own combination of 
different values, beliefs, and rules and thus, a distinct organizational culture 
(Schein 2010). If a company has, for example, a strong bureaucracy culture 
valuing formal procedures and regulations, it may also include some ele
ments of a clan culture, such as emphasizing loyalty as a core value. In turn, 
this company may have a weak adhocracy culture, value adaptability to a 
less er extent, and be hesitant about change initiatives.

A hybrid organizational culture that combines and emphasizes character
istics of different organizational culture types equally may also be effective in 
its organizational context. Moreover, firms with a strong overemphasis of only 
one distinct organizational culture type may become dysfunctional (Linnen
luecke /Griffiths 2010). For example, a strong focus on bureaucracy and sta
bility can lead to an inability to cope with changing business environments.

It cannot be concluded that one cultural type of the competing values 
framework is generally better than another. 

The influence of the culture type on corporate  
environmental management 
There is still no unilateral understanding of corporate sustainability and its 
practical implementation in firms (Hahn/Scheermesser 2006, Johnstone 
2018). The corporate environmental management and the organizational cul
ture are contextdependent; there are no general solutions that are applicable 
to every firm. Organizational culture is highly dependent on the organiza
tional context, which consists of all internal and external factors, such as in
ternal and external stakeholders, market environment or industry sector.

Firms should adapt either an 
adhocracy or a bureaucracy 
culture to promote corporate 
sustainability initiatives.

 Figure 1  The Competing Values Framework

Source: Cameron/Quinn 2011
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It is important to consider that the competing values framework itself does 
not promote a particular type of organizational sustainability culture. Nev
ertheless, each of the four culture types has distinct implications for the cor
porate environmental management: 

Adhocracy cultures
Adhocracy cultures focus on innovation, experimentation, and also risk 
taking to achieve corporate sustainability with an integrated, comprehensi
ve corporate sustainability strategy. This, in turn, involves a process of orga
nizational learning and change, which can improve the corporate environ
mental performance on multiple dimensions and may lead to a competitive 
advantage (Linnenluecke/Griffiths 2010). Adhocracy cultures break through 
existing norms, are suitable for dynamic business environments, and are 
more likely to promote corporate sustainability. They are suitable for start
ups and firms that operate in industrial sectors with dynamic market envi
ronments as they promote flexible processes, pioneering initiatives, and an 
innovative working atmosphere.

Bureaucracy cultures
Bureaucracy cultures emphasize efficiency, for example elimination of waste 
and redundancies, and a simplification of products, services, and processes 
to reduce costs to achieve corporate sustainability. The sustainability strate
gy of bureaucracy cultures is compliance and efficiencydriven; tasks and 
responsibilities are clearly defined and delegated topdown. Nevertheless, 
such narrow focus will only provide limited competitive advantage because 
the aforementioned efficiency measures can be easily copied by competitors. 
Moreover, that may delay the implementation of new technologies, changes 
or innovation that are necessary for the success of corporate environmental 
management initiatives (Cameron/Quinn 2011; Vodonick 2018).

Nevertheless, companies that are already well established in their markets, 
have a slower pace of change pressure, and focus on stability, efficiency, and 
smoothrunning processes should adopt a bureaucracy culture to be steered 
most efficiently into a sustainable business direction by adapting and ex
panding their organizational guidelines.

Clan cultures
Clan cultures focus on social interaction, interpersonal relations, employee 
development, and learning and capacity building, such as corporate envi
ronmental health and safety initiatives, to facilitate corporate sustainability. 

An organizational culture  
focused on sustainability can 
be a competitive advantage.

“Every organization has its own combination of 
different values, beliefs, and rules and thus, a  
distinct organizational culture.”
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However, group thinking may hinder innovation and novel ideas because a 
consensus among corporate staff is valued over unique ideas (Linnenluecke/
Griffiths 2010).

Market cultures
Market cultures pursue cost reduction, process improvement, resource  
efficiency (minimizing input and maximizing output), and competitor ori
entation as their corporate sustainability strategy. However, such an ap
proach is likely to be insufficient to achieve true sustainability because it 
does not explicitly emphasize the implementation of new technologies,  
innovation, or change and is primarily focused on meeting the legal en
vironmental requirements and reacting to competitors (Linnenluecke/ 
Griffiths 2010).

Studies have shown that clan and market cultures are not preferable to pro
mote corporate sustainability (Vodonick 2018); depending on the market 
environment and internal and external stakeholders, firms should either  
adopt an adhocracy or a bureaucracy culture.

Organizational culture and corporate environmental  
management initiatives
Organizational culture affects the behavior and decision making of man
agers and thus the firm’s strategic orientation, performance, procedures, and 
attitudes towards change and innovation. Conversely, managers can also  
shape the organizational culture. They can foster its environmental values 
and beliefs and include a vision of corporate sustainability that is ingrained 
into a business vision and mission that creates a common corporate iden
tity. In this case, organizational culture is explicitly controlled. The promo
tion and support of corporate environmental management initiatives by the 
top management is of utmost importance. The adoption of corporate sustain
ability principles necessitates changes in managers’ and employees’ values 
and beliefs emphasizing the importance of corporate environmental man
agement initiatives. It also enables change in actual practice towards sustain
ability throughout the organization. Moreover, there has to be a learning en
vironment within the organization, facilitated by tools such as guidelines 
and employee training, that can adapt to changing conditions (Linnenluecke/
Griffiths 2010). Environmental values and goals must be embedded in and 
pursued by all corporate departments to achieve corporate sustainability 
(Johnstone 2018). Such a comprehensive organizational culture focused on 
sustainability can be a competitive advantage, for example in developing 

“Organizational culture influences corporate  
practice and shapes the pattern of social life  
within the firm.”

Summary
• There is still no unilateral understand

ing of corporate sustainability and its 
practical implementation.

• Organizational culture is among the 
main reasons for the failure of the  
implementation of corporate sustain
ability efforts and organizational 
change programs.

• The behaviour and decisionmaking 
of managers and thus the strategic  
direction of the company and atti
tudes towards sustainability, change 
and innovation are influenced by or
ganizational culture.
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new innovative products and services or increasing reputation and recog
nition by customers and other external stakeholders. However, the adop
tion of a comprehensive sustainability culture can be difficult in firms that 
have strong subcultures in their different departments, for example the  
sales department compared to the research and development department. 
These subcultures can be hard to change. In such instances, persistence of 
the topmanagement and substantial change efforts that are integrated into 
corporate strategy are required.

Managerial implications
Organizational structures and processes for the corporate environmental ma
nagement are not clearly defined in organizational practice. In some firms, the 
CEO is responsible for the corporate environmental management; in others, 
this responsibility is assigned to the COO, the sustainability department, or 
even the marketing department. One reason for this might be that there is no 
unilateral understanding of corporate sustainability in corporate practice. 
More over, the promotion of corporate sustainability re quires permanent 
change. Consequently, the goals and tasks of the whole firm in general and the 
corporate environmental management in particular need to be clearly de fined. 
The importance of corporate sustainability has to be emphasized by the clear 
assignment of responsibilities, for example by making the head of the corpo
rate environmental management a board member who can be given the title 
of Chief Sustainability Manager. Top management support is crucial. As cor
porate sustainability and organizational culture are contextdependent, ma
nagers should be aware that management practices, policies, procedures, and 
rules that are applied in other firms may be unsuit able for their firm. The im
plementation of environmental practices and guide lines must be embedded 
into the values and beliefs of the organization al culture. 

Moreover, firms can also implement additional tools and procedures to 
strengthen corporate environmental management initiatives. For instance, 
they can publish a corporate sustainability policy, a code of conduct with 
clear definitions communicating corporate values and goals. They can also 
integrate environmental goals and their fulfillment in manager and em ployee 
evaluations, embed environmental performance indicators into reward and 
compensation systems, make use of sustainability benchmarking, or create 
an environmental balanced score card. Further measures include manuals, 
workshops, and continuous employee training with clear guidelines as a  
key factor for learning processes for sustainability topics (Linnenluecke/ 
Griffiths 2010).

Nevertheless, firms also have to be wary of a thin line between reactive en
vironmental initiatives focusing solely on cost reduction, process improve
ment, resource efficiency, competitor orientation as facilitated by market 
cultures, and green washing. Increasing consumer awareness and external 
stakeholder pressure demand a comprehensive corporate sustainability ap
proach, rather than a few isolated measures that mainly focus on financial 
targets. All internal and external stakeholders should be involved in the cor

Environmental values and 
goals must be embedded in 
and pursued by all corporate 
departments to achieve  
corporate sustainability.
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porate environmental management initiatives to achieve a truly sustainable 
way of doing business.

Change is an opportunity
There is a broad consensus that change in business management and corpo
rate practice is necessary and unavoidable to achieve a more sustainable way 
of doing business. The world is permanently changing; there always have 
been and always will be change: People, political systems, laws, regulations, 
art, lifestyles, the climate, natural environments, and, of course, organiza
tions and especially firms change. Firms have to change to meet all the de
mands of the internal and external stakeholders. 

But many organizations are inherently resistant to change unless it seems 
to be unavoidable. This is an organizational phenomenon called organizati
onal inertia. As a result of this, most organizational change initiatives fail or 
only enable insignificant adjustments (Narayan/Adams 2016). Studies have 
shown that organizational culture is among the main reasons for the failure 
of organizational change programs (Vodonick 2018); the implementation of 
tools, techniques, and change strategies alone does not ensure success of cor
porate environmental management initiatives when the organizational cul
ture is reluctant to change (Linnenluecke/Griffiths 2010).

This is being reinforced by the common perception of Western societies 
and business managers that consistency, reliability, established routines, and 
procedures are preferable. Minor changes may be accepted; however, bold 
change initiatives are viewed with skepticism and are often seen as so
mething problematic that must be avoided. In many cases, environmental 
issues are treated as only being of secondary importance. Creativity and out
oftheboxthinking are needed to overcome entrenched routines; however, 
such traits have to be consistently applied. As outlined above, a static busi
ness approach that only implements change initiatives when forced by laws 
and regulations or competitors, is less than ideal. Moreover, after implemen
ting change in a clearly defined transition phase, organizations tend to re
vert to their static state of business. This can be labeled as a “freeze, un freeze, 
and freeze” approach on change (Vodonick 2018). However, the environ
ment does not work this way; change is a permanent process. For example, 
Asian societies such as Japan, Singapore, South Korea or Taiwan display a 
much higher readiness to change and to adopt new technologies and ideas. 
This can also be observed in how these societies deal with the Covid19pan
demic compared to Western societies. For example, Japanese firms embra
ce the principle of Kaizen, the continuous improvement of all organizatio
nal functions, processes, products, and services involving all organizational 
members including the top management and the CEO.

“In many cases, environmental issues are treated as 
only being of secondary importance.”

Change in business manage-
ment and corporate practice is 
necessary and unavoidable to 
achieve corporate sustainability.
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Conclusion
There is an urgent need for the transformation from a static to a dynamic 
world view with change as a permanent process in business and society to 
address the challenges of global climate change and environmental degra
dation. Organizations must view change as an opportunity rather than a  
threat. An openness and high readiness for change has to be embedded into 
the organizational culture and the business strategy. Only an organizational 
culture that welcomes, embraces, and facilitates change and includes it in its 
organizational values and beliefs can promote sustainability. Since change 
itself is unavoidable, firms have to build capabilities to deal with change, un
expected events, and crises, for example by using tools such as scenario plan
ning and employee training. Change is not the problem; insufficient prepa
ration and a reluctant attitude are.
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 Unternehmensplanung 
im 21. Jahrhundert 
 •  Bessere Planung durch neue Technologien? 
 •  Eine Diskussion mit der Praxis 

 Unternehmen müssen sich dem Druck volatiler Märkte, der digitalen Transformation und 
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will, sollte die klassischen Funktionen der Unternehmenssteuerung anpassen, allen voran 
die Planung. Moderne, digitale Lösungen können den Prozess optimieren, bergen aller-
dings auch Herausforderungen. In diesem Kontext befassen sich die Autoren zunächst 
theoretisch mit der Unternehmensplanung. Sie stellen dar, welchen Zweck Planung heut-
zutage erfüllt und wie neue Technologien die Anforderungen an die Planung und auch 
diese selbst verändern. Der theoretische Beitrag wird gespiegelt mit einem praxisbezo-
genen Panel, in dem vier Experten sowohl ihre persönlichen Erfahrungen als auch die 
Herausforderungen in der Realität diskutieren. Die Autoren: Timo Grund ist Principal mit 
Fokus auf Corporate Finance & Strategy sowie Energie bei einer globalen Unternehmens-
beratung. Prof. Dr. Avo Schönbohm lehrt und forscht als Professor für ABWL mit Schwer-
punkt Controlling an der Hochschule für Wirtschaft und Recht Berlin. Khai […] 
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