Chapter Two: Organizational Culture, Socialization and Mentoring

Case: Costco’s Culture Produces Satisfied Customers and Employees

For Discussion: Do you think Sinegal should reduce the amount Costco pays its employees? Explain.

The opening vignette highlights the role of organizational culture in contributing to organizational effectiveness.  Costco’s culture which highly values its employees and customers, significantly contributes to the organization’s success.

Organizational culture is defined in this chapter as: shared values and beliefs that underlie a company’s identity.  Costco’s culture is one where the customer and employee come first. Customers enjoy a 14% markup---most retail stores offer 40%. Costco accepts returns with a no receipt, no questions policy.  For the employee, Costco offers generous health benefits—which critics hound Costco to cut in order to reduce labor costs (see the opening vignette in the learning module for more on cutting health care benefits).

Costco’s culture is rich and successful because it is supported by four “axioms”—the company’s espoused values—the second layer of organizational culture.

1. Obey the law

2. Take care of your customers

3. Take care of your employees

4. Practice the intelligent loss of sales

For further insight on Costco and its successful organizational culture, visit their website: www.costco.com. Explore the “customer service” section of the site for more on how Costco values its customers.  Visit the “career opportunities” section of this site for more on Costco’s generous health benefits and employee focus.

