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Abstract 

Manufacturing firms globally operate under pressure to reduce costs, improve quality, and ensure safety. While 

technology and capital are critical, employee productivity and retention remain decisive for competitive advantage. This 

paper examines how organisational culture influences these two outcomes in manufacturing firms. Grounded in Schein’s 

(2010) model and Cameron and Quinn’s (2011) Competing Values Framework, the study synthesizes literature and 

presents two case studies from Indian manufacturing: Tata Steel and Maruti Suzuki. Findings show that cultures 

balancing hierarchy for compliance, clan for engagement, and safety orientation for well-being lead to higher 

productivity and lower turnover. The paper concludes with strategic recommendations for HR and operations leaders.  
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Introduction 

The Indian manufacturing sector contributes ∼17% to GDP and employs over 60 million people (Ministry of Commerce, 

2023). It faces challenges of automation, global competition, and a shortage of skilled labour. In such an environment, 

human capital effectiveness determines plant performance. Organisational culture is defined as “a pattern of shared basic 

assumptions learned by a group as it solved its problems of external adaptation and internal integration” (Schein, 2010, 

p. 18). It governs unwritten rules: how workers report defects, whether they stop a line for safety, and why they stay or 

leave. Manufacturing has unique cultural demands. Unlike IT or services, errors can cause physical harm, rework costs 

are high, and work is often repetitive and physically demanding. Therefore, culture directly impacts both productivity 

metrics like OEE and defect rate, and retention metrics like attrition and absenteeism.  

Research Questions: RQ1: Which cultural dimensions are most salient in manufacturing? 

RQ2: How does culture affect employee productivity in manufacturing? 

RQ3: How does culture affect employee retention in manufacturing?2. Literature Review 

2.1 Theoretical Foundations of Organisational Culture 

Schein (2010) identifies three levels: Artifacts, Espoused Values, Basic Assumptions. Cameron and Quinn (2011) 

classify culture into 4 types: Clan, Adhocracy, Market, Hierarchy. In manufacturing, Hierarchy ensures SOP adherence. 

Clan builds teamwork for problem solving. Safety Culture, a subset, reflects shared beliefs about safety priority (Zohar, 
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2010). Hofstede (2001) notes that high power distance cultures like India often default to hierarchy, which must be 

balanced to avoid disengagement.2.2 Culture and Productivity 

Productivity = Output / Input. In manufacturing it’s tracked via OEE, labour productivity, and quality. Standardization 

→ Efficiency. Hierarchy cultures reduce variation. Womack and Jones (2003) found lean firms with strong process 

culture had 30% less waste.  Psychological Safety → Kaizen. Clan cultures allow workers to report problems without 

fear. Toyota’s Andon system relies on this cultural norm and contributes to its productivity leadership (Liker, 2004).  

Innovation → Adaptability. Adhocracy elements help adopt Industry 4.0. Firms resistant to change see productivity 

plateau. A meta-analysis by Hartmann et al. (2020) found a positive correlation r = .34 between supportive culture and 

operational performance in manufacturing.2.3 Culture and Retention 

Manufacturing attrition in India averages 18-27% (Deloitte, 2022). Turnover cost = 1.5x monthly salary for blue-collar 

workers commitment. Meyer and Allen (1997) show affective commitment is highest in clan cultures. Employees stay 

where they feel valued.  Safety. Clarke (2013) meta-analysis: safety climate predicts turnover intent β = -.42. Workers 

leave unsafe plants even for lower pay.  Growth. Market cultures retain high performers via performance pay, but without 

clan support lead to burnout (Allen et al., 2010).  Griffeth et al. (2000) found supervisor behavior and organizational 

justice are top turnover predictors in manual jobs.2.4 Theoretical Framework 

JD-R Model (Bakker & Demerouti, 2017): Culture provides resources that reduce strain. Social Exchange Theory (Blau, 

1964): Supportive culture → employee reciprocity → loyalty + effort. 

3. Case Studies from Indian Manufacturing 

Case 1: Tata Steel – Safety and Clan Culture 

Tata Steel has institutionalized “Zero Harm” as a core value. Artifacts include daily safety talks, stop-work authority, 

and CEO safety tours. This hierarchy + clan blend led to:  Lost Time Injury Frequency Rate dropped from 1.2 to 0.3 

between 2015-2023.  Employee engagement score 78%, vs industry average 62%.  Attrition <8% in plant operations. 

Workers report that safety culture makes them feel “cared for,” increasing tenure (Tata Steel Sustainability Report, 2023). 

Case 2: Maruti Suzuki – Market + Hierarchy Culture 

Maruti uses strict KPIs, line balancing, and performance incentives – a market + hierarchy culture. This drove 

productivity: 1 plant produces 750,000 cars/year. However, the 2012 Manesar plant violence was linked to cultural 

issues: low participation, contract vs permanent divide, and weak clan elements. Post-2013, Maruti added worker 

committees and skill development, reducing attrition from 14% to 9% (Maruti Suzuki Annual Report, 2023). Lesson: 

Pure performance culture boosts short-term output but risks long-term retention. 

4.   Discussion 

Cultural Dimension Productivity Impact Retention Impact Manufacturing Example 

Safety-Oriented 
Fewer accidents, less 

downtime 

Higher trust, lower 

turnover 
Tata Steel 

Clan/Team 
More Kaizen, better 

coordination 

Stronger belonging, 

lower quit intent 
Tata Steel 

Market/Performance 
Higher output, clear goal 

focus 

Retains top 

performers, risk of 

burnout 

Maruti Suzuki 

Hierarchy 
Higher quality, stronger 

compliance 

Can cause rigidity if 

excessive 
Most auto plants 

Learning 
More multiskilling for 

automation 

Better career growth, 

lower attrition 
Bosch India 
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The evidence suggests no single culture type works. “Structured Care” – hierarchy for process + clan for people + safety 

as non-negotiable – is optimal. 

5. Implications for Practice 

a.  Diagnose Current Culture: Use OCAI survey by Cameron & Quinn to map gaps.   

b. Leadership Behavior: Managers must model safety and respect. Culture is caught, not taught.   

c. Onboarding: First 30 days should teach both SOPs and values.   

d. Two-way Communication: Suggestion boxes, safety committees, town halls.   

e. HR Policies Aligned: Promotions, rewards, and discipline must reflect stated values.   

6. Conclusion and Future Research 

Organisational culture is a strategic lever in manufacturing. It affects productivity through standardization, 

empowerment, and innovation. It affects retention through commitment, safety, and growth. Indian firms like Tata Steel 

show that investing in culture yields both human and business returns.  

Future research should conduct longitudinal studies and compare family-owned vs MNC manufacturing plants in India 

to understand cultural dynamics more deeply. 
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