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Culture Matters for Corporate Performance

n Feb. 5, 2018, Wells Fargo, then the third largest bank in the United States

by assets, lost nearly $30 billion in market capitalization in a single day. The

Federal Reserve had barred the bank from growing, as a penalty for opening

more than 2 million accounts without authorization from customers.! An in-

vestigation commissioned by the bank’s independent directors concluded that

the root cause of the fraudulent behavior was the culture of the division whose
employees opened the accounts.?

The link between a toxic corporate culture and unethical behavior would come as no surprise to most

executives. According to a recent survey, 85% of CEOs and CFOs believe that an unhealthy corporate

culture leads to unethical behavior.3 The cost of a dysfunctional culture can be substantial. Public com-
panies caught committing corporate fraud lose, on average, 25% to 44% of the value of their equity.#

On the flip side, a healthy company culture can turbocharge corporate performance. The same
survey of CEOs and CFOs found that 9 out of 10 believe that improving corporate culture would in-
crease their company’s value, and nearly 80% ranked culture among the five most important factors
driving their company’s valuation. A growing body of research by financial economists has shown
that a good corporate culture is correlated with higher profitability and returns to shareholders.”
Companies listed among the best places to work based on their corporate culture, for example, deliv-
ered nearly 20% higher returns to shareholders than comparable companies over a five-year period.®

Measuring Culture With Glassdoor Data

Culture matters for performance, but how can we

quantify corporate culture and compare it across Explore the Culture 500 at sloanreview.mit.edu/culture500

organizations? To understand how a company’s

culture plays out in practice, we would need candid
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data from a large cross section of employees. To dig
beneath simplistic assessments of culture as good
or bad requires nuanced descriptions of the specific
elements of corporate culture that are working well
or poorly. Consistent data across a large number of
companies is required to benchmark corporate cul-
tures. Finally, linking culture to results requires data
that can reliably predict corporate outcomes, finan-
cial performance, or innovation.

As it turns out, such a data source exists, and you may
have used it when researching potential employers.
Glassdoor is one of the largest job and recruiting sites

in the world. Since its launch in 2008, Glassdoor has

collected more than 49 million reviews and employee

insights, covering approximately 900,000 organiza-
tions. Employees submit anonymous reviews, which

means they can offer their candid opinions without

fear of reprisal. Companies, moreover, cannot re-
move critical reviews. By aggregating these reviews,
we can construct a comprehensive picture of a com-
pany’s culture that moves beyond the anecdotes and

personal observations that managers often rely on to

understand their corporate culture.

On Glassdoor, employees rate their company’s culture

and values on a five-point scale, but these quantitative

scores alone shed little insight on the specifics of a

company’s culture. The real value for understanding
and measuring culture lies in the free text responses

that each reviewer provides. Here, employees de-
scribe — in their own words — the pros and cons of
working at a particular company and offer advice to

management. By analyzing this textual data, we can

assess how well a company is doing on critical dimen-
sions of culture — including diversity, collaboration,
or integrity — in the eyes of employees.

Glassdoor reviews also provide clues to a compa-
ny’s future performance. Wells Fargo’s reputation
plummeted after regulators announced the bank’s
financial fraud, but Glassdoor reviews signaled
the bank had a problem with corporate ethics well
before the fraud was made public.” A series of stud-
ies have used Glassdoor data to predict a range of
corporate outcomes, including future profitability,
stock market returns, innovation, customer satisfac-
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tion, and financial fraud.® In the years prior to the
scandal, Wells Fargo employees were nearly twice as
likely to discuss integrity in their reviews, and half
as likely to discuss the bank’s ethics in positive terms
compared with other large banks.?

To create the MIT SMR/Glassdoor Culture 500,
we analyzed 1.2 million reviews using a natural
language processing (NLP) methodology that
accurately classifies free text into more than 90 cul-
ture-related topics. The combination of Glassdoor’s
rich data set and our NLP algorithms allows us to
present, for the first time, an online tool to compare
the corporate cultures across companies that col-
lectively employ 34 million people — the equivalent
of one-quarter of private sector employment in the
United States.10 This article describes how we define
culture, the advantages of the Glassdoor reviews,
how we analyzed the free text, and how to use the
Culture 500 interactive tool to see how companies’
cultures stack up.

Defining Culture as Values
and Norms

Most large companies describe their official cor-
porate culture in terms of the values they want
employees to practice on a day-to-day basis. Over
75% of the Culture 500 companies published an of-
ficial statement of their corporate culture listing the
specific values, such as integrity, customer-centric-
ity, or respect, that together defined the culture the
company aspired to achieve.ll Of course, employees
do not always live up to their company’s espoused
values, but official statements nevertheless shed light
on which elements of corporate culture executives
consider most important.

For the Culture 500, we follow Charles O’Reilly and
Jennifer Chatman, who define organizational culture
as “a set of norms and values that are widely shared
and strongly held throughout the organization.”12
Shared values express what is important to employ-
ees, while norms provide clear guidance on behavior

that is consistent with those values. Employees might



all agree, for example, that
integrity is worthwhile. But an or-
ganization needs norms — such
as employees speak up when they
see ethical breaches and manag-
ers protect whistle-blowers — to
translate an abstract value like
integrity into concrete behavior.
This definition has been widely
adopted by researchers studying
the relationship between corpo-
rate culture and performance.13

Identifying the Big Nine
Cultural Values

Given the diversity of corporate
values across different companies,
we faced the practical question of
addressing which values matter
most. In a separate study, we iden-
tified more than 60 distinct values
that companies listed in their
corporate values statements.14
Measuring and reporting dozens
of values would be overwhelm-
ing, so we narrowed down the
values to the nine that were
cited most frequently by compa-
nies.!> These values, which we
call the Big Nine, are agility, col-
laboration, customer, diversity,
execution, innovation, integrity,
performance, and respect.

For each of the Big Nine, we cal-
culate the percentage of each
company’s Glassdoor reviews
that mention the value (inci-
dence) as well as the percentage
of reviews that discuss the value
in positive terms (sentiment).
The Culture 500 interactive tool
provides users a snapshot of how
frequently and positively employ-
ees within a company talk about
the Big Nine values.

BIG NINE CULTURAL VALUES

Value

1)
M~
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Agility

Collaboration

Customer

Diversity

Execution

Innovation

Integrity

Performance

Respect

Definition

Employees can respond quickly and
effectively to changes in the marketplace and
seize new opportunities.

Employees work well together within
their team and across different parts of
the organization.

Employees put customers at the center of
everything they do, listening to them and
prioritizing their needs.

Company promotes a diverse and inclusive
workplace where no one is disadvantaged
because of their gender, race, ethnicity, sexual
orientation, religion, or nationality.

Employees are empowered to act, have
the resources they need, adhere to process

discipline, and are held accountable for results.

Company pioneers novel products, services,
technologies, or ways of working.

Employees consistently act in an honest and
ethical manner.

Company rewards results through
compensation, informal recognition, and
promotions, and deals effectively with
underperforming employees.

Employees demonstrate consideration
and courtesy for others, and treat each
other with dignity.

Also Known as

Flexibility
Nimble
Fast moving

Teamwork
One company
Join forces

Customer focus
Deliver for our clients
Customer driven

Inclusion
Everyone is welcome
Celebrate difference

Operational excellence
Projects managed well
Take ownership

Cutting edge
Leading change
Advanced tech

Do the right thing
Be ethical
Play by the rules

Meritocratic
Recognize achievement
Results driven

Treat with dignity
Courtesy
Appreciation for each other
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To illustrate culture at a glance within a company,
consider the example of Amazon. (See “What Cul-
ture Looks Like at Amazon.”)

Consistent with the company’s official culture, which
emphasizes customer obsession and innovation,
we see that Amazon employees were most positive
about innovation and assessed the retailer’s customer
orientation very favorably as well. On the negative
side, Amazon employees were much less enthusiastic
about how well the coapany respects its workers.

WHAT CULTURE LOOKS LIKE AT AMAZON

This visualization shows how employees at Amazon rate culture
across the Big Nine values in Glassdoor reviews. The values are

normalized so that O is the average score for each Big Nine value

for the company, and the axis labels denote standard deviations
above or below the average when it comes to frequency (how
often employees discuss this value) and sentiment (how

positively employees discuss this value).

Positive

20

Negative
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%
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Internally, Amazon employees rate the company
highly on innovation, but how does Amazon stack
up to other large information technology companies

when it comes to innovation? The Culture 500 allows

users to benchmark companies against their compet-
itors on each of the Big Nine values. (See “How Tech

Giants Compare on Innovation.”)

This industry comparison suggests that Amazon ex-
cels at innovation, even when benchmarked against
other tech giants.

With the Culture 500 interactive tool, users can also

construct their own customized set of companies

and compare them along any of the Big Nine values.
For instance, we can look at how Amazon measures

up against companies from other industries — Nor-
dstrom, Disney Parks, and the Four Seasons Hotels

and Resorts — that enjoy excellent reputations for
customer centricity. (See “Comparing Customer-
Centricity Across Different Companies.”)

Using Glassdoor
Data to Understand
Corporate Culture

Glassdoor is a gold mine of information for job
seekers, and the Culture 500 demonstrates how em-
ployee reviews can help leaders understand their
organization’s culture as well. In their open text re-
sponses, employees are free to talk about whatever
matters most to them. Nearly all employees — 93%
by our analysis — discuss some element of culture
in their reviews, and 41% discuss one or more of the
Big Nine values.16

Any single review could reflect an employee’s idio-
syncratic view, but when hundreds or thousands of
reviews are aggregated together, they paint an ac-
curate picture of a company’s culture. The average
company in our sample had 2,182 reviews, which
represent about 4% of its total employment.17 To put
this number in perspective, consider that the typical
political poll surveys a sample of 1,000 people — ap-



proximately 0.001% of all registered voters in the
United States — to assess the political climate.18

Understanding Spikes in
Glassdoor Reviews

A large sample of reviews means nothing unless they
accurately represent the views of a company’s work-
force as a whole. A common concern with online

reviews is that they skew toward a polarized distribu-
tion with many glowing reviews, a disproportionate

number of extremely negative ones, and relatively
few moderate opinions. The polarization of online

reviews is well documented in a range of settings,
from products on Amazon to restaurant reviews

on Yelp.1? This polarized pattern occurs when only
those users with extremely positive or extremely neg-
ative views are motivated to write a review.20

Unlike Yelp, Glassdoor reviews gravitate toward the
center of the distribution with fewer extremely posi-
tive or negative ratings. (See “Yelp Versus Glassdoor
Reviews.”)2] A recent study compared the polariza-
tion of reviews across online rating platforms based

HOW TECH GIANTS COMPARE ON INNOVATION

This visualization shows how companies considered giants in the
tech industry measure up on innovation in Glassdoor reviews. The
values are normalized so that 0 is the average score for innovation for
all tech giants, and the axis labels denote standard deviations above
or below this industry average when it comes to frequency (how
often employees discuss this value) and sentiment (how positively
employees discuss this value).
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COMPARING CUSTOMER-CENTRICITY ACROSS DIFFERENT COMPANIES

The Culture 500 allows direct company comparisons across industries. Here, we see how customer

focus at Amazon compares with other customer-obsessed companies from other industries. The
numbers denote percentiles across all companies in the Culture 500 sample.
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GLASSDOOR'’S ‘GIVE TO GET’ POLICY

Over 65 million people visit Glassdoor's site every month, and its
“give to get” policy provides incentives for these visitors —
many of whom hold moderate views of their employer — to post
reviews they might otherwise not have written. A careful study
of Glassdoor's give to get policy (supplemented by online
experiments) found that even modest incentives to write
reviews can significantly reduce polarization and produce a more
representative sample of employees’ opinions.i

YELP VERSUS GLASSDOOR REVIEWS

Like many online ratings platforms, Yelp reviews tend toward the
extremes of very positive or very negative. Glassdoor minimizes
the polarization through a series of user policies, creating a more
equal and representative distribution of user ratings.

49%

. Yelp

. Glassdoor

19%
16%

0,
I 5 .9 /0

1 Star 2 Stars 3 Stars 4 Stars 5 Stars
30%
26%
21%
13%
o l I
1 Star 2 Stars 3 Stars 4 Stars 5 Stars
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on the percentage of extreme reviews.22 Of the 25
online platforms analyzed, 21 were more polarized
than Glassdoor.

Glassdoor minimizes polarization through a series
of policies designed to promote honest and repre-
sentative reviews. Employees, for example, can post
no more than one review per company per year. This
prevents vocal workers from stuffing the ballot box.
Glassdoor has also minimized polarization with its

“give to get” policy, which requires users to leave a re-
view in order to access content on the website.

Reviews might also not present an accurate picture
of organizational culture if companies incentivize
or pressure employees to write glowing evaluations.
Glassdoor has explicit community standards that
prohibit companies from coercing, coaching, or
incentivizing positive reviews. The company uses
algorithms to detect content that might violate com-
munity standards, and users can flag questionable
content. Glassdoor moderators review all flagged
content and reject approximately 10% of submitted
reviews deemed to violate community standards.
There are also consequences for companies that try
to cheat — employers caught violating community
standards can be banned from consideration for
Glassdoor’s Best Places to Work list and other awards.

We would expect to see large spikes in the number of
positive reviews if companies were trying to incen-
tivize reviews, but not all spikes indicate a company
is gaming the system. Several factors can account for
asurge in the number of reviews a company receives

in a month. Some spikes occur purely by chance.23

News events — positive or negative — can also cause

spikes. Intel, for example, experienced an upsurge

in the number of reviews after announcing it would
exit the smartphone chip market and lay off 12,000

employees.24 Companies can also ask employees to

write honest reviews without attempting to influ-
ence the content. Increasing the number of reviews

without skewing their distribution is good news

since it provides us with more data to analyze.

To detect potentially problematic reviews, we iden-
tified months for companies that saw two or more



standard deviations above the monthly mean for
the number of reviews and the overall rating for
the company, which we call positive spikes. Posi-
tive spikes were exceedingly rare — accounting for
0.1% of the company months in our sample. Nor do

all positive spike months result from companies vio-
lating community standards. Some positive spikes

happen by chance and others could be triggered by
positive news. To be on the safe side, however, we

dropped all positive spike months from our sample.
When the positive spikes were removed, the remain-
ing months with a large number of reviews were

indistinguishable from our full sample.2>

Codifying Culture With
Machine Learning and
Human Expertise

When describing culture, Glassdoor reviewers de-
ploy rich and varied language — full of slang, idioms,
acronyms, buzzwords, and colorful phrases. Nearly
80,000 employees discussed integrity in their re-
views, for example, but less than 5,000 mentioned
that specific word. Instead, employees used hun-
dreds of synonyms and antonyms (ethics, deceit,
amoral), idioms (sweep under the rug, cut corners),
and slang (shady, shenanigans). Their language
paints a nuanced picture of corporate culture but
also defies simplistic approaches to textual analysis.

We initially analyzed the Glassdoor data with stan-
dard natural language processing tools, but the
results were disappointing.2® To accurately clas-
sify text into topics that matter to managers and
researchers, we built a custom dictionary from the
ground up by combining machine learning tools
and human expertise. This approach dramatically

improved the accuracy of our models.?”

To create a customized machine learning diction-
ary, we began by selecting topics that companies
frequently included in their corporate values or
that had been researched extensively. We then con-
structed a preliminary dictionary of high-fidelity

THE CREATIVE AND COLORFUL LANGUAGE OF
GLASSDOOR REVIEWS

Analyzing free text is further complicated by abbreviations and
misspellings. The word management, for example, has at least

eight different abbreviations (including mgt., mngt., mgmt.)

and more than 70 distinct misspellings (our favorite example of
nonconventional spelling is burocrazy). Employees sprinkle their
reviews with management jargon (kanban, hackathon, skunk works)
and acronyms (CYA, OKR, PDCA). Some reviews include allusions
ranging from the literary (Kafkaesque) to popular culture (competition
between business units gets compared to Game of Thrones).

words or phrases for each topic, and two of our re-
search team members analyzed a random sample of
at least 20 reviews that included each term. Terms
that were at least 90% accurate were included in the
dictionary for a topic. Ethical, for example, was a first
ballot shoo-in for the integrity dictionary. If a word
or phrase was less than 30% accurate, we dropped it.
Terms that fell in between were fine-tuned until they
could be included in the dictionary or dropped. This
bootstrapping approach produced tens of thousands
of terms, which human experts reviewed and refined.

To improve the accuracy of our results, we specified

the sequence of words in a phrase — backdating has

a very different meaning than dating back — as well

as the distance between the words. Rather than ap-
plying a one-size-fits-all approach to handling close

variants of a word, we differentiated between differ-
ent uses. Employees, for example, typically use the

word management to describe top leaders, manager
when talking about their own boss, and manage to

describe, for example, how they manage to get their
work done despite distractions. We also identified

words that meant a reviewer was not talking about

a specific topic. The word vision typically refers to

a company’s strategy, unless it appears in a sentence

with dental, pension, or 401(k), in which case it de-
scribes a company’s benefits package.

For each term, we specified its component words,
close variants, sequence and distance between
words in a phrase, exclusion terms, and common
misspellings. We also incorporated company-spe-
cific language. In most companies, for example, a
shopper is a customer, but in Instacart a shopper is
a worker. We reviewed the refined terms in context

MEASURING CULTURE IN LEADING COMPANIES © MIT SLOAN MANAGEMENT REVIEW 7
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OVERVIEW OF CULTURE 500 INDUSTRIES

The Culture 500 represents 33 industries with an average of 18
companies within each industry. The number to the right of each bar

graph denotes the number of companies included in that industry.
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and also tested their fit with a topic by using a variety
of algorithmic tools. This painstaking process took
three years and produced a dictionary consisting of
over 20,000 highly accurate terms mapping to more
than 90 topics.

Exploring the
Culture 500 Companies

The average company in our sample has over 2,000
employee reviews — the equivalent of three full-
length books’ worth of textual data.28 Nearly all of
the organizations in the Culture 500 are for-profit
companies, and most are headquartered in the U.S.
(We have included some international companies
with large numbers of employees based in the U.S.)
Regardless of where the company is headquartered,
we included reviews only from employees based in
the U.S.

Companies in the Culture 500 are divided into 33
clearly defined industries, with an average of 18
companies per industry.2? (See “Overview of Cul-
ture 500 Industries.”) Organizing companies into
industries with at least 10 competitors allows for
meaningful comparisons of corporate culture. It is
not particularly useful to compare Amazon to Five
Guys Burgers or Tim Hortons on innovation, but
benchmarking Amazon against Facebook, Alphabet,
Apple, and Netflix provides real insight. Companies
that compete in multiple industries — Johnson &
Johnson, for example, makes medical devices, drugs,
and consumer goods — are included in more than
one industry. We also include lists that cut across in-
dustries, like companies with the most patents and
the most-admired companies.30

How Leaders Can Use the Culture 500

The Culture 500 provides a data-based view of the
corporate cultures of some of the largest and most
powerful organizations in the world. Leaders of
these companies can benchmark their organizations
against direct competitors and also best-in-class
corporations that excel, for example, in the kind of



agility, innovation, and customer orientation

required to thrive in dynamic markets. Corpo-
rate leaders can also gauge whether employees

believe they are living up to their stated values

by, for instance, respecting every worker, acting

with integrity, and providing an inclusive envi-
ronment for a diverse workforce. Armed with

these insights, executives can highlight cultural

strengths to incorporate into their employer
brand, spot warning signals for potential prob-
lems, and identify opportunities to improve

their culture. They can also analyze acquisition

and partnership candidates to identify cultural

mismatches that could derail deals.

Entrepreneurs, likewise, can use the Culture
500 to assess the cultural fit between their
startup and a large corporation before entering
into a partnership or being acquired. They can
identify companies or industries that struggle
with innovation or customer orientation that
could be targets for disruption. (See “Innova-
tion Sentiment by Industry in the Culture 500,
which ranks industries in terms of employees’
assessment of innovation. It shows how em-
ployee reviews can predict industry changes,
such as fintech startups’ disruption of financial
services — including regional banks, insurance,
and investment services industries.)

Corporate culture matters beyond its power to
drive financial results. The average employee
spends 40% of her waking hours at work. A
vibrant culture can help people thrive profes-
sionally, enjoy their job, and find meaning in
their work. A toxic culture, in contrast, can be
soul destroying. Large corporations are argu-
ably the most powerful players in the global
economy. By committing to values like diversity,
integrity, and respect, influential companies
can raise the bar of what is possible and desir-
able for competitors, suppliers, partners, and
startups. Organizations that compromise their
values breed cynicism and undermine the
norms required for society as a whole to flour-
ish. The Culture 500 celebrates excellence in

culture, rewarding it with public recognition,

INNOVATION SENTIMENT BY INDUSTRY IN THE

CULTURE 500

This chart shows which industry’s employees rate innovation most

favorably within Glassdoor reviews. This chart is based on over 1.2 million

reviews. The numbers denote the number of standard deviations above or

below the mean sentiment score across all industries.

Semiconductors

Tech giants
Communications equipment
Enterprise software

Most patents

Health systems

Internet

IT hardware
Telecommunications services
Apparel retail
Pharmaceuticals & biotech
IT services

Media & entertainment

Oil & gas

Aerospace & defense

Most admired

Consumer finance

Electrical equipment

e 2.51
[ 2.21
——1.38
——1.14
.87

[— 0.83

[ 0.75

.66

[ 0.65

[ 0.63

[ 0.59

.54

[ 0.47

043

032

=014

9013

1 0.08

-0.13 Hotels & leisure
-0.18 mm Health insurers
-0.19 mm Management consulting
-0.22 mm Medical devices
-0.24 mmm Mobility
-0.30 mmm General retail
-0.34 pmm Diversified financial services
-0.38 mmmm Industrial conglomerates
-0.44 mmmm Fast food
-0.52 pmmmmmm Supply chain & logistics
-0.67 i Consumer goods
-1.00 FEE Home health care
-1.04 o Food & beverage
-1.08 mmmmmn  Construction & engineering
-1.11 p Investment services
-1.16 I Insurance
-1.22 s Airlines
-1.37 I Grocery stores
-2.74 I Regional banks

MEASURING CULTURE IN LEADING COMPANIES © MIT SLOAN MANAGEMENT REVIEW 9



REPORT MEASURING CULTURE IN LEADING COMPANIES

and spurring it forward by identifying areas where
some of the world’s most influential companies can
improve their culture.

Reprint 61130.
Copyright © Massachusetts Institute of Technology, 2019.
All rights reserved.
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