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What Do Financial Executives 
Say about Corporate Culture 
and Strategy

L
eading management and business intellectuals make 
a range of assertions about strategy and culture. 
McKinsey’s framework for organizational effective-
ness describes strategy as a hard element and cul-

ture as a soft element.1 Others state that the impact of 
strategy on growth and profit can be measured, while the 
impact of culture cannot. Still, others say that changing 
strategy is quick, but changing culture takes a very long 
time. All of these assertions, which have been repeated 
many times, reflect an outmoded way of thinking about 
the drivers of modern business.

John R. Graham 
Duke University

Jillian Grennan 
University of California, Berkeley

Campbell R. Harvey 
Duke University

Shivaram Rajgopal  
Columbia University

Executive Summary
Thinking quantitatively about 
culture and continuously 
investing in it can drive success, 
increase a firm’s value, and help 
employees thrive. While strategy 
lays down the rules, culture 
fuels a firm’s spirit. By analyzing 
the views of financial executives 
about when, how, and why 
strategy and culture influence 
performance, we derive novel 
insights for scholars who seek 
to improve their theories and 
practitioners who want to build 
better businesses. We show that 
financial executives believe that 
culture can be quantified and 
optimized. They also consider 
a firm’s characteristics to be 
central to determining how 
culture and strategy will interact. 
We conclude by sharing ideas 
for building an effective culture.

John Graham, Jillian Grennan, Campbell 
Harvey, and Shivaram Rajgopal describe how 
financial executives understand when, how, 
and why strategy and culture influence a 
firm’s performance.
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The role of strategic plans has 
changed dramatically in recent 
decades, as has the ability of lead-
ers to rely solely on manipulating 
tangible capital inputs to achieve 
superior organizational performance. 
Today, companies that routinely out-
perform their competitors are led 
by managers adept at maximizing 
intangible value.  They know how 
to design and propagate culture, 
human relationships, and commu-
nity. Yet while most company lead-
ers claim to prioritize speed and 
innovation, many pursue growth 
and service by sticking to the time-
worn, hierarchical, budget-driven, 
check-the-box approaches that 
leave workers feeling alienated and 
unmotivated.  

We interviewed chief financial 
officers (CFOs) to discover their 
perspectives about culture and 
strategy. We found that those who 
think about culture quantitatively 
and continually invest in culture 
tend to increase their firms’ success 
and value while helping employees 
to thrive. Because quantifying cul-
ture is challenging, managers will 
have to embrace the views of those 
who are not traditionally respon-
sible for culture work or human 
resources. Accounting and finance 
professionals have traditionally 
been responsible for developing 
reliable, quantitative models, so 
their views are of particular value. 
CFOs understand creating value, 
so they are well equipped to under-
stand the evolving impact of cul-
ture and strategy. Although they 
are best known for their financial 
acumen, they are also skilled at 
cultivating close relationships.

By analyzing the views of today’s 
leading CFOs, we show that these 
financial executives believe the 
impact of culture on profit and 
long-term value can be thought of 
in a rigorous, quantitative manner. 
By formulating the links among cul-
ture, strategy, and performance, 
from a quantitative perspective, our 

research provides a base on which 
leaders can quickly implement new 
insights as a means to change their 
own firm’s culture trajectory.  For 
example, the quantitative concep-
tualization of culture makes it clear 
that making the necessary culture 
changes to improve firm value can 
be engineered in months, not years, 
and certainly within the typical 
leader’s tenure.

Interviewing CFOs 
We collected the data for our anal-
ysis as part of a multi-pronged 
study on corporate culture.2,3 We 
conducted individual interviews 
with select CFOs and completed a 
comprehensive, large-sample sur-
vey. This work, presented here for 
the first time, confirmed our belief 
about the importance of the interac-
tions between culture and strategy. 
The 1,348 corporate executives in 
North America who responded to 
our survey indicated that culture is 
the most important driver of a firm’s 
long-term value and that strategy 
is the second biggest. Operations 
were ranked third, marketing fifth, 
and engineering sixth.  Trailing well 
behind were compensation (8), reg-
ulation (9), human resources (10), 
and governance (11).  

The respondents also described 
how culture and strategy influence 
value creation. We began each inter-
view by asking, “What, in your view, 
is corporate culture?” and let the 
conversation progress organical-
ly from there. The wording of our 
questions about the relationship 
between culture and strategy varied, 
but roughly followed this example: 
“A popular business quote attribut-
able to Peter Drucker is ‘Culture eats 
strategy for breakfast.’ Do you agree 
with this statement? You may want 
to consider whether maintaining or 
building a corporate culture is part 
of your strategic plan, or is culture 
part of the execution of the strategic 
plan? In strategy meetings is culture 
ever mentioned either explicitly or 

implicitly?  What is your sense of the 
relative importance of strategy and 
culture?” In many interviews, we 
asked clarifying questions to deter-
mine precisely how the interviewee 
understood strategy and culture to 
interact. 

We learned a great deal about 
when, how, and why strategy and 
culture influence workers’ perfor-
mance, drawing novel insights that 
will help scholars to improve their 
theories of strategy and culture 
and practitioners to build better 
businesses. We found, for example, 
that because culture is dynamic, 
CFOs have found that small, contin-
uous investments in culture are less 
expensive and more effective in cre-
ating long-term value than big, one-
time investments. These ongoing 
investments help leaders to align 
the culture with their firm’s most 
important performance drivers.

“Culture will trump 
strategy every time 
because people would 
do what culture supports 
and leads them to do, 
and so a great strategy 
that is not in sync with 
culture will never get 
implemented in the 
same way.”

Key Insights about Strategy and 
Culture from CFOs

Strategy should be rooted in a 
firm’s cultural strengths  
Financial executives reported that 
culture can offset mistakes in a way 
that other executive actions, finan-
cial policies, and corporate assets 
cannot. Whether it embodies a firm’s 
stated values or needs a massive 
overhaul, culture influences peo-
ple’s actions, which means that  
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investments in culture amplify the 
returns on other types of invest-
ments. One executive said, “Cul-
ture will trump strategy every time 
because people would do what cul-
ture supports and leads them to do, 
and so a great strategy that is not 
in sync with culture will never get 
implemented in the same way.”

This view exemplifies a broad-
er shift in thinking over the last few 
decades. Where most executives 
once considered formulating a good 
strategy to be the key to making a firm 
perform, they now tend to believe 
that both good strategy and efficient 
execution are essential. To execute 
strategy to greatest advantage, lead-
ers must focus on culture, which nec-
essarily determines their success. As 
another executive told us, “Strategy 
lays down the rules for playing the 
game, and culture fuels the spirit for 
how the game will be played.”

Many executives believe that the 
best way to develop a strategy is to 
root it in the firm’s cultural strengths. 
As one respondent put it, “Culture is 
never a part of the strategic plan, but 
the culture tells you what the stra-
tegic plan should be.” Another said, 
“You can write up a brilliant strat-
egy, but the execution is made by 
the company. Poor culture can cer-
tainly be an impediment to effective 
execution, but a strong culture does 
not guarantee a strong execution.” A 
better approach, then, is to develop 
a strategy rooted in the right cultural 
values, which makes the most of the 
norms that employees follow.

The right cultural values 
are those that are 
foundational for strategy.

But what exactly are the ideal 
cultural values?  The right cultural 
values are those that are founda-
tional for strategy.  One executive 
emphasized the importance of 
incorporating the firm’s aspiration-

al cultural values into any strategic 
plan. When the day-to-day actions 
of employees are informed by these 
values, they will increase the firm’s 
returns. As the interviewee said, 
“We have a vision document that 
outlines who we are as a company, 
and what our overarching principles 
are. Everyone can tell you about the 
principles. On top of that, last year 
we articulated five strategies to 
drive the business. I’m not sure that 
everyone in this company could tell 
you about those strategies. But the 
culture actually will tell you the five 
strategic items make perfect sense. 
The culture will drive the business.”

The optimal culture depends on 
the firm’s characteristics  
CFOs said that culture can be pur-
posefully engineered. One even 
suggested that it might be possible 
to optimize culture much as we opti-
mize financial policy. An optimal 
culture, then, is one which allows 
executives to maximize the return 
on their culture investment.  

To determine how to improve 
culture from a quantitative perspec-
tive, CFOs carefully consider the 
characteristics of their specific firm.  
The reason for considering firm-spe-
cific characteristics is the belief that 
no universally optimal culture exists.  
As one executive said, “There is no 
set of cultural values that is always 
effective within the same industry 
at the same time or even within the 
same firm.” Instead, CFOs suggest-
ed that leaders should invest in cul-
tural changes that balance cultural 
elements against their costs. Some 
of the company characteristics that 
CFOs believe play a meaningful role 
in determining whether a certain 
cultural element would be beneficial 
or costly include asset tangibility, 
financial position, competitive posi-
tion, and lifecycle stage.

With regard to tangibility of 
assets, one executive explained:
At one firm I was at, the strat-
egy was more important, but 

at another firm the culture 
was more important because 
baseline execution was more 
important. At the firm where 
execution mattered most, the 
nature of the business, the 
nature of the customer, the 
nature of the asset, the nature 
of the competitive field [makes 
culture more important]. The 
importance of culture relative 
to strategy depends on the 
business.…Strategy becomes 
more important when there 
are no hard assets anchoring 
anybody. You have to be pretty 
smart about how you’re using 
your brand, what markets 
you’re attacking, what is your 
customer acquisition strate-
gy in order to grow because 
everything is so wide open.
In the last two decades, the larg-

est public firms by equity market 
valuation transitioned from holding 
mostly tangible assets, like Exxon-
Mobil, Coca-Cola, and Walmart, to 
holding mostly intangible assets, 
like Apple, Google, and Microsoft. 
These modern leaders of the S&P 
500 Index have seven to ten times as 
many intangible as tangible assets. It 
is therefore essential for executives 
to understand that intangible assets 
require specific cultural values and 
a greater reliance on strategy. This 
idea suggests the possibility that 
brick-and-mortar businesses are 
being destroyed not only by digital 
sales, but also by their leaders’ fail-
ure to select and invest in the right 
cultural elements.

One executive told us that the 
impact of corporate culture on the 
value of a firm with mostly intan-
gible assets could be as high as 40 
percent. They said, “We have a cou-
ple of business [units] where the cul-
ture is very valuable to their execut-
ing their strategy. So much so that 
if key people [and intangible capital 
they possessed] walked away, you 
would short the business immedi-
ately. The reason the stock price 
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goes down when key people leave 
is that people are worried about cul-
ture and continuity. You take a lot of 
disruption if you lose people and have 
to reform the culture and figure out 
how to execute.”

The financial health of the com-
pany can also help executives select 
the right cultural values and norms.  
As one respondent explained, “In 
an environment of scarcity you 
are going to end up with a particu-
lar type of culture that would have 
emphasis on control. It would have 
a lot of emphasis on competition in 
the sense of finding the very best 
way to apply the limited resources 
and I think there will be a lot of focus 
on not making mistakes. And in an 
environment of plenty, you got a 
culture that is much more focused 
on faci l itat ing creat iv ity a nd 
exploiting successes as opposed 
to avoiding failures.” While most 
executives understand the direct 
costs of financial distress, they may 
be less familiar with the indirect 
costs of cultural distress. As firms 
move through business cycles, it 
is essential that their leaders take 
advantage of the resulting cultural 
mindset and select the appropriate 
cultural values to encourage. 

“Just relying on what 
worked before is 
probably the biggest 
thing that can cause you 
to fail because you need 
to develop how you need 
to execute given the facts 
and circumstances of 
that time.”

Executives should also consid-
er their firm’s industrial competi-
tiveness when deciding how best 
to invest in culture. As one respon-
dent explained, “As things started 
to heat up with competition, the 

cultures had to adapt and evolve 
to the environment, both internally 
and externally, and that slowness 
in adaptation is what kills business-
es. The problem we were having is 
we weren’t adapting fast enough.” 
Another agreed, “If the external 
environment becomes more com-
petitive and more unpredictable, it 
requires a different culture and com-
prehension of what was going on 
than what was going on before and 
you have to change. Just relying on 
what worked before is probably the 
biggest thing that can cause you to 
fail because you need to develop how 
you need to execute given the facts 
and circumstances of that time.”

The firm’s lifecycle stage is also 
essential to culture.  Although there 
is not a fixed set of cultural elements 
that is ideal for all firms at the start of 
their lifecycle, or for all mature firms, 
lifecycle stage should influence how 
leaders invest in changing and opti-
mizing their company’s culture.  One 
CFO explained, “The reality is that 
cultures change over time due to 
the lifecycle of the company.... [Our 
CEO] would put a disparate, new 
group together to lead a huge bet.…
That group’s innovative new meth-
ods would seep out into the rest of 
the organization. As [our CEO] knew, 
you have to try to shake things up to 
continue improving the culture.”

Align culture and strategy to cre-
ate sustainable long-term value
Business scholars have long said: 
Strategy is a plan. Strategy is short 
term. Strategy changes. Culture is 
a pattern of behavior. Culture is a 
longer-term relative of strategy. 
The CFOs we interviewed agreed 
that strategy changes faster than 
culture. One stated that “culture is 
always longer-term because that is 
the code and behavior of the com-
pany. Until there is a deliberate 
effort to change it, that persists. 
But your strategy can change from 
year to year. Strategy is easier to 
change than culture.”

 Yet our interviewees also point-
ed out that focusing on the tension 
between the short term and the long 
term misses the point. They view 
culture and strategy as the number 
one and two drivers of long-term 
firm value. The dual importance of 
emphasizing both strategy and cul-
ture to long-term value is perhaps 
the most powerful insight we gained 
from these CFOs, though it may also 
be the simplest. Although culture 
is long term and strategy is short 
term, their alignment can produce 
sustainable long-term value. As one 
respondent said, “When culture and 
strategy align, execution is repeat-
able. Repeated execution allows for 
growth and scale, which becomes a 
source of sustained value.”

Building an Effective  
Corporate Culture
So how can leaders build a cul-
ture that creates value for their  
company?  Two essential ideas that 
emerged from our discussions with 
CFOs are the importance of con-
tinuous investment and ongoing 
conversations about culture.

Cultivate cultural momentum
Executives and business gurus have 
pointed out that companies need to 
walk the talk, living up to the cultural 
aspirations touted by management. 
While our respondents generally 
agreed, some held that a company’s 
culture often needs an overhaul, 
even when employees act in keeping 
with its stated cultural values.

If a company’s leaders 
want to create a culture 
that builds long-term value 
and is aligned with their 
strategy, they must gen-
erate not just agreement 
with cultural values, but 
also cultural momentum.
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If a company’s leaders want to 
create a culture that builds long-term 
value and is aligned with their strate-
gy, they must generate not just agree-
ment with cultural values, but also 
cultural momentum. To understand 
cultural momentum, envision culture 
as a round rock on top of a hill. The 
rock has potential energy and influ-
ence. Now imagine if you could make 
the rock bigger, increasing its poten-
tial influence. More employees now 
embody the company’s values. But, 
although the rock’s potential has 
grown, its power will only be realized 
if something sets it in motion. The 
rock’s path down the hill is equiva-
lent to cultural momentum, affect-
ing everything along the way. Just 
remember, the heavier the rock, the 
harder it is to change its course.

The rock analogy demonstrates 
that culture is not a fixed asset; it 
is dynamic and needs continuous 
management and investment.  Even 
a purposefully engineered, uniform-
ly accepted culture could change 
quickly from an asset to a liability if 
it has lost momentum or stalled in 
an evolving business environment. 
It is essential that leaders be always 
ready to keep their rock moving or 
to steer it in a new direction. As one 
CFO pointed out, “There’s also the 
downside to a very strong culture, 
and it can become a set of hand-
cuffs, limiting freedom of thought, 
limiting the ability for outside tal-
ent to hit the ground running and 
become part of the team. So, that’s 
the balancing act, it’s a blessing 
and a curse.”

“One thing I’ve realized 
as I’ve reached the most 
senior management is 
how much work it is and 
how conscious you have 
to be to sustain and 
adapt that culture.”

Selecting the right cultural val-
ues at the outset and persuading 
workers to agree with the intend-
ed culture are certainly essential 
steps toward optimizing culture, but 
focusing on them can cause leaders 
to overlook the need to continuously 
invest in that culture.  As one CFO 
said, “One thing I’ve realized as I’ve 
reached the most senior manage-
ment is how much work it is and how 
conscious you have to be to sustain 
and adapt that culture. I think most 
employees take culture for granted. 
It takes continuous refinement and 
reinvestment to keep the culture 
alive.”  Like the rock rolling down 
the mountain, culture will contin-
ue to move along its initial trajec-
tory unless leaders alter its course 
through continuous tactical invest-
ments. To keep the rock moving in 
the desired direction as circum-
stances change, leaders must invest 
in changing the topography that 
guides it, generating positive finan-
cial returns. Without this continuous 
investment, it is too easy for culture, 
hurtling unchecked along its original 
course, to become a liability.

So, what holds leaders back 
from setting out to change culture?  
They may feel daunted by the sheer 
size of the task, instead accepting 
the inertia of the existing culture 
and hoping it will one day improve 
on its own. These leaders are likely 
to end up watching their rock roll 
off in the wrong direction. One exec-
utive explained, “Part of the cul-
ture, frankly, is carried forward by 
momentum. Why? The memorable 
leaders substantially define the cul-
ture. Even years after they ceased 
to be an active force in the organi-
zation, their legacy is still alive.” 
And changing the rock’s path after 
it picks up speed takes a big invest-
ment, while turning culture around 
is both difficult and risky.  

By contrast, the ongoing invest-
ments needed to keep a firm’s cul-
ture moving in the right direction 
are considerably smaller. Leaders 

could appoint a culture ambassador 
to guide, encourage, or celebrate 
the culture throughout the orga-
nization, not just by describing its 
history when bringing new workers 
onboard, but by routinely spotlight-
ing and rewarding employees who 
embody it. They could also invest 
in culture by debriefing after both 
successful and unsuccessful prod-
uct launches as well as quarterly 
earnings surprises, interpreting 
what happened both strategically 
and culturally. Promoting managers 
who build culture and relationships 
by promoting their direct reports 
is also an investment in culture. 
Even simply listening to employees 
is a small, ongoing investment in 
culture. They are likely to be the 
first to notice when the company’s 
culture has gone astray and might 
have the best suggestions for how 
to put it back on track. All of these 
little investments fuel the cultural 
momentum essential to success.

Retail CFOs we interviewed 
described other small investments. 
One firm’s leaders made a point of 
having regular conversations with 
the managers of daily operations in 
its retail stores, noticeably strength-
ening its inventory and supply chain 
management. 

Another firm’s leaders found 
that, after an initial period of rap-
id growth, it lost its focus on the 
customer, and that, although the 
firm prided itself on teamwork, new 
employees did not really trust more 
experienced ones. The situation had 
deteriorated to the point that the CFO 
admitted that the firm’s executives 
often did not have information they 
needed to make critical decisions. 
In an effort to change this damag-
ing cultural, the CFO explained, “We 
now do phone calls with [the man-
agers] twice a week where they can 
get on the phone and tell us about 
their stores and their experiences, 
and are we getting them inventory 
on time, and did our software work 
correctly for billing and logistics. 
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Versus before, that would filter up to 
the manager of preferred retail who 
would then talk to the head of retail 
who would talk to the head of the 
next level. It would take six layers to 
get there.” This small investment of 
time assured retailers that their con-
cerns were being heard and alerted 
managers to barriers preventing the 
company from succeeding.

If you are trying to decide what 
small cultural investments would 
be best for your own company, we 
encourage you to write down three 
catalysts for cultural change—
people, systems, and events—and 
then think of one small investment 
in each category that would move 
the company toward your intend-
ed culture. As you consider these 
small investments, you will discov-
er that many of the cultural ben-
efits will power more than one of 
the catalysts.  

Imagine you lead a firm whose 
committee meetings are neither 
efficient nor productive. Commit-
tees meet at various levels of the 
organization, but at all levels only 
a quarter of the attendees are pre-
pared, employees show too much 
deference to senior managers, and 
the meetings are only marginally 
beneficial. One thing you could do 
to change this pattern of behavior, 
and also the cultural dynamics that 
make it acceptable, would be to 
make a small investment in a tech-
nology systems catalyst.  

You could move some of the 
committee meetings to a technology 
platform designed for crowdsourc-
ing, that will alert more employees 
to whom the committee’s task is 
important, inviting them to partic-
ipate and volunteer their thoughts.  
You may find that only a few employ-
ees respond, but they’re likely to be 
the ones who really care about the 
meeting’s topic and who will thus 
be more likely to share their ideas. 
Their active participation will prob-
ably reassure others that the meet-
ing is a safe space in which to share 

their ideas, encouraging ever broad-
er participation. As the crowdsourc-
ing technology is adopted through-
out the organization, it will start to 
move the culture in the right direc-
tion. This small systems investment 
will also bring the firm’s people ben-
efits by empowering workers and 
encouraging them to contribute.

The leaders of firms at any 
stage in their lifecycle can prof-
itably make small investments in 
culture. Startups often claim to 
have too few resources and too lit-
tle time to invest in cultural devel-
opment. Investing in culture often 
seems like a luxury to the leaders 
of a startup so small that it does not 
yet have a human resources leader. 
Yet CFOs with experience in young 
firms told us that the returns from 
investing in culture may be even 
higher at young firms. Imagine, for 
example, the outsized impact of 
one seemingly talented, yet toxic, 
employee on a small firm.  

Consider the following observa-
tion from an executive with years 
of experience in Silicon Valley: “At 
another startup founded by a bunch 
of previously successful guys, I never 
had a feel for a culture there. I don’t 
know that they thought about a cul-
ture. There was a lot of energy there, 
there was a lot of activity, but there 
wasn’t anything that I would have 
defined as a cohesive culture. That 
company ended up going bust after 
about three months. Whereas at oth-
er ultimately successful companies, 
the founders really set the tone for 
the company from day one.”  Young 
founders should recognize the impor-
tance of continuously investing just a 
little time and money in culture, and 
of starting very early on.

Commit to bold debates  
as part of your culture 
Aligning culture with strategy cre-
ates sustainable value in the long 
term, but achieving this alignment 
can be difficult due to the sheer 
number of potential paths a firm 

could pursue, each requiring a 
unique set of investments. When 
executives assess investment deci-
sions in isolation, finance dictates 
that they should only select invest-
ments or acquisitions whose pro-
jected revenues will be greater than 
their costs. But when leaders make a 
series of investments, sometimes in 
sequence, the realized value may be 
lower than initially expected.  

To successfully refine the list of 
investment options and embrace a 
strategy and culture that are well-
aligned and capable of effectively 
executing a series of value-gener-
ating investments, it is important to 
engage many experts in the decision.  
Most executives know that maximiz-
ing cognitive diversity creates an 
environment conducive to generat-
ing bold, valuable ideas. However, 
the key to properly aligning culture 
with strategy lies in the firm’s leaders 
ensuring that managers and employ-
ees fully commit to the bold choice 
they have made, even if it was sub-
ject to debate.

This concept can be likened to 
the final moments of a basketball 
game, where multiple players may 
desire the opportunity to take the 
game-winning shot, but only one 
can be selected. While the coach 
and the team may debate on the 
sidelines about who is the best 
choice, once the decision is made, 
all players must commit to it if they 
want to win the game.  

Still, it can be difficult to ensure 
that employees commit to the deci-
sion once it is made. One executive 
described a “firm where a lot of peo-
ple protect each other and won’t 
bring up something that is deroga-
tory to their colleague’s project or 
program. They are even less willing 
to say something to a superior. As 
one of my colleagues said, ‘They 
are terrified of me, so they will not 
challenge me when I say something 
and I am going to drive us off a cliff, 
if they don’t.’”
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Indeed, for a firm to repeated-
ly generate value, its leaders must 
ensure that its employees are will-
ing to share unpopular ideas, which 
requires that they feel safe and 
confident in doing so. Firms whose 
employees feel a sense of belonging 
and ownership are thus far more 
likely to generate long-term, sustain-
able value consistent with a well-
aligned culture and strategy. 

Conclusion
Our interviews with financial execu-
tives were designed to improve our 
understanding of culture and strate-
gy by drawing upon their quantita-
tive perspectives. In this regard, the 
interviews are not an empirical exer-
cise meant to establish trends or 
causality. By asking questions like 
“how do culture and strategy interact?” 
we found that financial executives 

interpret the interaction between cul-
ture and strategy in distinctive ways 
that sometimes contradict previous-
ly accepted wisdom. We hope that 
modern researchers and corporate 
leaders can use this diversity of per-
spectives to develop stronger theo-
ries and approaches, allowing 
executives to manage culture and 
strategy ever more effectively in 
the future. 


