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LIMITS OF VALUE-BASED MANAGEMENT APPLICATION
— THE ROLE OF ORGANIZATIONAL CULTURE

Purpose: The purpose of this article is to demonstrate that the development and ef-
fective implementation of the Value-Based Management (VBM) concept is primarily
feasible in organizations whose culture fosters an orientation toward financial per-
formance. The specific aim is to identify the implementation constraints of VBM aris-
ing from cultural mismatch and to highlight the conditions under which this concept
can be effectively utilised in organisations with different cultural profiles. The au-
thors argue that transferring this concept to institutions guided by different value
systems—particularly those of a social or mission-oriented nature—may lead to dis-
tortions in decision-making processes and to misallocation of resources.

Methodology/Approach: The paper is theoretical and analytical in nature and is
based on a critical review of literature in the fields of strategic management, corpo-
rate finance, and organizational culture theory. The comparative analysis juxtaposes
the assumptions of the VBM concept with Cameron and Quinn’s typology of organi-
zational cultures, enabling the identification of conditions for the effective imple-
mentation of value management tools in various types of organizations.

Findings: The analysis revealed that the effectiveness of VBM depends on the align-
ment between the assumptions of this concept and the prevailing cultural values
within an organization. A market-oriented culture ensures the highest level of com-
patibility, whereas clan and hierarchical cultures tend to create implementation bar-
riers arising from diffused responsibility or excessive bureaucratization. Conse-
quently, the introduction of VBM and its tools should be preceded by a thorough anal-
ysis of the organization’s cultural profile.

Practical implications: The implementation of VBM should be preceded by a diag-
nosis of the organizational culture and an adjustment of the value measurement sys-
tem to its specific characteristics—particularly in public sector and non-profit organ-
izations. In such cases, it is essential first to define the notion of “value” being man-
aged and to determine an appropriate method of its measurement.

Originality/Value: This article contributes to the discourse on the cultural determi-
nants of value management by integrating two areas of research that are usually ex-
amined separately—organizational culture theory and the VBM concept. The find-
ings provide a foundation for further studies on the adaptation of value management
tools in organizations characterized by diverse systems of values.
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EY MG MDD



GRANICE ZASTOSOWANIA KONCEPCJI ZARZADZANIA WARTOSCIA
— ROLA KULTURY ORGANIZACY]JNE]

Cel: Celem artykutu jest wykazanie, ze rozwdj i efektywne stosowanie koncepcji za-
rzadzania warto$cig (Value-Based Management, VBM) jest mozliwe przede wszyst-
kim w organizacjach, w ktérych kultura sprzyja orientacji na finansowy wymiar efek-
tywnosci. Celem szczegélowym jest identyfikacja ograniczen implementacyjnych
VBM wynikajagcych z niedopasowania kulturowego oraz wskazanie warunkéw,
w ktérych mozliwe jest efektywne wykorzystanie tej koncepcji w organizacjach o od-
miennych profilach kulturowych. Autorzy dowodzg, Ze przenoszenie tej koncepcji do
instytucji o odmiennych warto$ciach, zwtaszcza spotecznych lub misyjnych, moze
prowadzi¢ do znieksztatcen w procesach decyzyjnych oraz btednej alokacji zasobow.

Metodologia/podejscie: Opracowanie ma charakter teoretyczno-analityczny
i opiera sie na krytycznym przegladzie literatury z zakresu zarzadzania strategicz-
nego, finanséw korporacyjnych oraz teorii kultury organizacyjnej. Analiza poréw-
nawcza opiera sie na zestawieniu zatozen koncepcji VBM z modelami kultur organi-
zacyjnych w ujeciu Camerona i Quinna, co pozwolito zidentyfikowa¢ warunki sku-
tecznego wdrozenia narzedzi zarzadzania warto$cig w réznych typach organizacji.

Wyniki/Wnioski: Analiza wykazata, Ze skuteczno$¢ VBM zalezy od zgodnoSci mie-
dzy zatozeniami tej koncepcji a dominujacymi warto$ciami kulturowymi. Kultura
rynkowa zapewnia najwyzszy poziom dopasowania, podczas gdy w kulturach klano-
wych i hierarchicznych pojawiaja sie bariery wdrozeniowe zwigzane z rozmyciem
odpowiedzialno$ci lub biurokratyzacja. Zatem wdrazanie koncepcji i wykorzystanie
narzedzi z zakresu VBM powinno by¢ poprzedzone analizg kultury organizacji.

Implikacje praktyczne: Wdrozenie VBM powinno by¢ poprzedzone diagnoza kul-
tury organizacyjnej oraz dostosowaniem systemu pomiaru warto$ci do jej specyfiki,
zwlaszcza w organizacjach publicznych i non-profit. W przypadku takich organizacji
nalezy na wstepie zdefiniowaé pojecie wartosci, ktora sie zarzadza oraz okresli¢ spo-
sob jej pomiaru.

Oryginalnos$¢/wartos$é: Artykut wnosi wktad w dyskusje nad kulturowymi uwarun-
kowaniami zarzadzania wartoscig, taczac dwa zazwyczaj rozdzielane obszary badan
- teorie kultur organizacyjnych i koncepcje VBM. Wyniki analizy stanowig podstawe
dla dalszych badan nad adaptacja narzedzi zarzadzania warto$cia w organizacjach
o zréznicowanych systemach warto$ci.

Stowa kluczowe: Zarzadzanie warto$cig, Value Based Management, Kultura organi-
Zacyjna.
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Introduction

The concept of Value-Based Management (VBM) is one of the most influential
approaches in contemporary management theory and practice. Since its formu-
lation by Alfred Rappaport in the 1980s, it has constituted a foundational para-
digm for managing enterprises in mature market economies, particularly in
countries with highly developed capital markets. The core premise of this con-
cept was the subordination of organizational decision-making processes to the
overarching objective of increasing shareholder value. Over time, however, as
new social, environmental, and ethical conditions emerged, an approach based
solely on maximizing shareholder value became subject to reinterpretation and
gradually evolved toward models that acknowledge the interests of a broader
group of stakeholders.

The development of VBM has not been a uniform process: its successive stages
reflected changing market realities, technological progress, and the evolution of
organizational cultures. In its early phase, the concept was closely aligned with
organizational cultures characterized by a strong financial and market orienta-
tion, in which success was measured primarily by profitability, capital efficiency,
and market value creation. Within such cultures, VBM could be implemented ef-
fectively, as organizational norms and values were largely consistent with the
economic logic underlying the concept. Yet as VBM began to be adopted in other
contexts — such as public-sector institutions, non-profit organizations, or mis-
sion-driven entities - concerns emerged regarding its adequacy and the poten-
tial distortions arising from the transfer of financial tools to organizations guided
by fundamentally different value systems.

Organizational culture constitutes a crucial context for the development and im-
plementation of VBM in any organization, as it operates as a mechanism mediat-
ing the relationship between managerial tools and organizational outcomes?. It
is the system of values, norms, and shared beliefs that determines whether man-
agerial tools and techniques support long-term organizational development or
lead to adverse phenomena such as short-termism, excessive pressure for finan-
cial performance, or the marginalization of social goals2. Contemporary ap-
proaches to VBM, integrating elements of sustainable development (ESG) and
corporate social responsibility (CSR), represent an attempt to address these
challenges by combining financial efficiency with broader responsibility toward
stakeholders and the external environment.

The aim of this article is to analyse the factors influencing the effectiveness of
Value-Based Management (VBM) in the context of different types of organisa-
tional culture, with particular emphasis on the degree of alignment between the

1Vargas-Halabi T., & Yagiie-Perales R.M., Organizational culture and innovation: exploring
the ,black box”, ,European Journal of Management and Business Economics” 2024, 33(2),
pp. 174-194.

2 Schein E.H., & Schein P.A,, Organizational culture and leadership (5th ed.), Wiley 2017.
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principles of this concept and the prevailing value system within the organisa-
tion. The specific aim is to identify the implementation constraints of VBM aris-
ing from cultural mismatch and to highlight the conditions under which this con-
cept can be effectively utilised in organisations with different cultural profiles.
The paper examines how the concept developed over time, how this evolution
reflects shifting cultural conditions within organizations, and what conse-
quences may arise when VBM tools are applied in institutions whose value sys-
tems are not oriented toward financial objectives. The analysis also indicates
that the effective application of VBM methods requires their alignment with the
prevailing organizational culture as well as an appreciation of the social and eth-
ical dimensions of organizational functioning.

The article is structured into three main parts. The first outlines the theoretical
foundations of organizational culture and its significance for shaping managerial
attitudes and decision-making. The second discusses the historical development
of VBM - from shareholder-oriented approaches to contemporary interpreta-
tions that incorporate sustainable development and stakeholder perspectives.
The third part analyzes the relationship between organizational culture and the
assumptions of VBM, identifying areas of compatibility as well as potential points
of divergence. The conclusion formulates recommendations regarding the con-
ditions necessary for the effective implementation of VBM tools across different
types of organizations, with particular attention to the limitations stemming
from divergent value systems and institutional missions.

This article adopts a theoretical and analytical approach, drawing on a critical
review of the literature on organizational culture and value-based management.
The analysis is based on scholarly work in strategic management, corporate fi-
nance, and organizational culture theory. The primary objective of the methodo-
logical approach was to identify key relationships between VBM and the cultural
contexts in which it may be implemented. A comparative method was employed,
juxtaposing the theoretical principles of VBM with models of organizational cul-
ture described in the literature, particularly the Competing Values Framework
developed by Cameron and Quinn. The literature review encompassed both clas-
sical works that established the foundations of VBM (Rappaport; Copeland,
Koller, and Murrin) and contemporary studies addressing the integration of cul-
tural aspects into management practice. The research hypothesis is as follows:
the effectiveness of implementing Value-Based Management solutions depends
on compliance with its specific type of organizational culture, with the level of
efficiency being achieved in organizations with the applied culture, while in clan
and hierarchical cultures significant barriers appear that limit its application.

The analysis applied a deductive approach—from theoretical constructs to prac-
tical implications - supplemented with elements of critical analysis that enabled
the identification of gaps and limitations in existing perspectives on value-based
management. The sources were selected purposively, based on their influence
on scholarly debates in the fields of value creation and organizational culture.
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This methodological design allowed for the integration of insights from diverse
management disciplines and for demonstrating that the effectiveness of VBM de-
pends on the alignment between its underlying assumptions and the cultural val-
ues of the organization. The article does not include empirical research; its pur-
pose is to develop a theoretical framework that may serve as a foundation for
future quantitative and qualitative studies. Ultimately, the adopted research ap-
proach made it possible to identify barriers and enabling conditions for the im-
plementation of VBM in organizations with differing value systems, as well as to
formulate recommendations for adapting the concept within managerial prac-
tice.

Organizational culture constitutes one of the key elements shaping the function-
ing of contemporary enterprises. It is understood as a set of shared values,
norms, symbols, beliefs, and behavioural patterns that determine how members
of an organization think and act. As Edgar H. Schein notes, organizational culture
is “a pattern of shared basic assumptions learned by a group as it solved its prob-
lems of external adaptation and internal integration — assumptions that have
worked well enough to be considered valid and, therefore, to be taught to new
members as the correct way to perceive, think, and feel in relation to those prob-
lems”3. According to the underlying assumption of this perspective on organiza-
tional culture, an organization’s effectiveness and success are not solely the re-
sult of implementing an appropriate market strategy, possessing a suitably per-
formance-oriented system of motivation, or having competent leaders. These
outcomes cannot be fully explained by the ability of individuals or groups to co-
operate either. Although such factors are undoubtedly important, they are not
the only sources of organizational success. What is crucial is that every organi-
zation possesses an invisible quality - its style, character, or mode of functioning
— which can exert a profound influence, often stronger than that of individual
members, on what happens within the organization and in its external environ-
ment. Therefore, to understand the “soul” of an organization, one must venture
beyond the ,hard” elements - strategies, structures, and procedures — and in a
sense pass to ,the other side of the mirror,” entering the world of organizational
culture*. This is, of course, closely connected to the patterns of thinking and act-
ing within an organization, as reflected in one of the earliest definitions of organ-
izational culture proposed by E. Jacques: ,organizational culture is the custom-
ary and traditional way of thinking and doing things, which new members must
learn and at least partially accept in order to be accepted as functioning members
of the organization”>. Geert Hofstede, in turn, views culture as , the collective pro-
gramming of the mind which distinguishes the members of one group from those

3 Schein E.H., & Schein, P.A,, op. cit.

4 Kozminski A.K., Piotrkowski W., Zarzqdzanie: teoria i praktyka, PWN, Warszawa 2020,
pp. 371-372.

5 Sikorski Cz., Kultura organizacyjna, Efektywne wykorzystanie mozliwosci swoich pracow-
nikéw, C.H. Beck, Warszawa 2006, s. 2.
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of another”¢. All of these perspectives emphasize that organizational culture per-
forms integrative and regulatory functions, shaping decisions, communication,
social relationships, and managerial processes — including financial processes,
which constitute the central focus of this article. Therefore, to present the influ-
ence of organizational culture in a clear and systematic manner, it is useful to
draw on the typology developed by Kim S. Cameron and Robert E. Quinn, known
as the Competing Values Framework. The authors distinguish four fundamental
types of organizational culture within this model: clan, adhocracy, hierarchy, and
market culture?’. Clan culture is characterized by a strong sense of community,
employee loyalty, and high levels of engagement. An organization with this cul-
tural profile resembles a large family, and its leadership tends to take the form
of mentorship or stewardship. Emphasis is placed on cooperation, development,
and the satisfaction of organizational members8. This type of culture fosters in-
vestment in human capital development and the long-term building of relation-
ships. From a financial perspective, it implies a greater willingness to incur de-
velopment-oriented expenditures which may not yield an immediate return but
strengthen the organization’s long-term value.

In contrast, adhocracy culture is oriented toward innovation and change. Organ-
izations of this type are characterized by flexibility, a forward-looking outlook,
entrepreneurial behaviour, and a propensity for risk-taking. Leaders act as vi-
sionaries, and effectiveness is measured by the organization’s ability to generate
new solutions and adapt to changing conditions®. Financial decisions in such or-
ganizations are therefore often flexible and dynamic, oriented toward innova-
tion. Priority is placed on securing capital for high-risk projects, and traditional
financial performance measures are frequently supplemented - or even replaced
- by assessments of market or innovation potential. This approach may foster
long-term value creation, although it is associated with greater uncertainty.

Such conclusions, however, cannot be drawn as readily when examining the cul-
ture referred to as hierarchical. This type of culture is based on formalization,
established procedures, stability, and control. The organizational structure is
rigid, and decision-making processes follow predetermined rules. The most im-
portant values include order, predictability, and process efficiency?. In this type
of culture, emphasis is placed on control, budgetary discipline, and adherence to
procedures. Financial decisions are often highly formalized, and planning and re-
porting processes are well developed. While this fosters stability, it may also
limit the organization’s flexibility in responding to changes in the external envi-
ronment. The final type is the market culture, which is focused on performance

¢ Hofstede G., Hofstede G.]., Kultury i organizacje. Zaprogramowanie umystu, PWE, War-
szawa 2007, s. 16.

7 Cameron K.S., Quinn R.E, Kultura organizacyjna - diagnoza i zmiana, model wartosci kon-
kurencyjnych, Krakéw 2003, pp. 41-49.

8 Ibidem, s. 44.

9]bidem, s. 46.

10 Ibidem, s. 47.
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and competition. Organizations of this kind are strongly oriented toward the ex-
ternal environment, economic efficiency, and the achievement of financial goals.
Success is measured by market share, profit, and the growth of the firm’s value®.
In this culture, values aligned with financial logic dominate: competition, effi-
ciency, productivity, and performance orientation. Financial management in
such a context focuses on profitability, liquidity, return on investment, and the
maximization of value for owners. This type of culture supports the use of con-
trolling systems, budgeting practices, and financial performance metrics2. Each
of the organizational culture types presented above shapes the way an organiza-
tion operates, makes decisions, and manages its resources. Organizational cul-
ture influences not only relationships among employees but also the structure of
goals, leadership style, and the manner in which strategy is implemented. It de-
termines whether the organization focuses on stability and control, innovation,
collaboration, or market competition. As a result, it constitutes a significant fac-
tor determining organizational effectiveness, adaptive capacity, and the long-
term orientation of a firm's activities13.

1. The origins and development of the Value-Based Management (VBM)
concept

The concept of Value-Based Management (VBM) is one of the key approaches in
contemporary strategic and financial management. Its fundamental premise is
the subordination of organizational decision-making processes to the overarch-
ing objective of increasing the value of the enterprise. VBM integrates elements
of financial management, strategy, and organizational culture, highlighting that
an organization’s effectiveness depends on the alignment of its actions with the
logic of value creation.

It should be noted that the notion of value can be defined in various ways de-
pending on the context in which it is examined. The concept of value is employed
across multiple academic disciplines, and over time, new interpretations of this
term have been developed. In philosophy, value is a central concept in ethics and
axiology, where it refers to what is considered good, just, or morally right. In this
context, philosophers investigate what confers moral worth on things, actions,
or decisions. According to Kant, moral value resides in the intentions underlying
actions, whereas from a utilitarian perspective, value is measured by the benefits
such actions generate for the greatest number of people#. In psychology, value
often refers to personal beliefs and motivations that shape individual behaviour.
In Shalom Schwartz’s theory of values, values are universal concepts that guide
our choices and preferences in everyday life, such as security, achievement, or

11 Kozminski A.K., Piotrkowski W., op. cit., s. 371-372.

12 Cameron K.S., Quinn R.E, op. cit. s. 49.

13 Krasnicka T., Gtéd W., & Wronka-Pos$piech M., Management innovation, pro-innovation
organisational culture and enterprise performance: Testing the mediation effect, ,Review
of Managerial Science” 2018, 12, pp. 737-769.

14 Singer P., Practical ethics, Cambridge University Press, Cambridge 2011.
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freedom?®. In cultural anthropology, value may be interpreted as a set of norms
and symbols that hold significance for a given culture or society. Anthropologists
examine how different cultures create and define values — for example, the value
of hospitality in some cultural contexts, or the value placed on work and produc-
tivity in industrial societies6. Another discipline that employs the concept of
value is ecology — here, value refers to the worth of nature and ecosystems, both
in a material sense (e.g., ecosystem services) and in an immaterial one (such as
aesthetic, spiritual, or recreational values). In the legal domain, value often per-
tains to issues related to ownership, entitlement to benefits, and legal responsi-
bility. For example, in civil law, the market value of property or assets constitutes
an important criterion in court proceedings concerning compensation or the di-
vision of assets!’. In this context, value may also be understood in relation to
intellectual property rights, where the valuation of patents, trademarks, and
other intangible assets plays a significant role!8. In sociology, value refers to the
system of norms, beliefs, and principles that shape the behaviours and attitudes
of individuals and social groups. Social values — such as honesty, loyalty, or soli-
darity — are fundamental to the functioning of societies and determine what is
regarded as desirable or worthy. In this perspective, value has an intangible di-
mension, yet it is deeply embedded in culture and influences the functioning of
social institutions.

In economic theory, a number of approaches to the concept of value have been
developed, such as the theory of subjective value, the theory of exchange value,
and the theory of added value. Value is typically analysed through the lens of the
exchange of goods and services in the marketplace. Market value is one of the
core concepts and refers to the price that buyers are willing to pay for a given
good or servicel. There is also use value, which refers to the subjective assess-
ment of the benefits an individual obtains from using a given good?20. Moreover,
book value in accounting reflects the value of a company’s assets as recorded in
its accounting books?1, which may differ from market value depending on eco-
nomic conditions and other external factors. These varied definitions of value
indicate that it is a multidimensional concept that depends on the perspective
and context in which it is considered. Value can be examined on many levels,
ranging from intangible notions to concrete, measurable aspects.

15 Schwartz S.H., An overview of the Schwartz theory of basic values, ,Online readings in
Psychology and Culture” 2012, 2(1), p. 11.

16 Geertz C., The Interpretation of Cultures: Selected Essays, Basic Books, New York 1973.
17 Ehrhardt M.C,, Financial management: theory and practice, USA 2011.

18 Stewart B., Best-practice EVA: the definitive guide to measuring and maximizing share-
holder value, John Wiley & Sons 2013.

19 Koller T., Goedhart M. & Wessels D., Valuation: Measuring and Managing the Value of
Companies, 6th edn, Wiley, Hoboken 2020.

20 Damodaran A.M, Investment valuation: Tools and techniques for determining the value
of any asset, John Wiley & Sons 2012.

21 Penman S.H., & Penman S.H., Financial statement analysis and security valuation,
McGraw-Hill/Irwin, New York 2010.
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Value is one of the key concepts in economics and has been the subject of exten-
sive discussion and interpretation across different schools of economic thought.
Depending on the adopted theory, value may be defined in various ways — as an
individual’s subjective assessment, the exchange value of a good on the market,
or the value added through labor and capital.

The concept of value in management has evolved from a simple economic notion
toward a broader understanding that includes ethical, social, and cultural dimen-
sions - thus, in management, multiple interpretations of value are considered.
While traditional approaches tended to associate value primarily with profit or
profitability, more recent perspectives take into account the long-term develop-
ment of the organization, relationships with stakeholders, and responsibility to-
ward the broader environment. Consequently, the concept of value-based man-
agement has undergone an evolution - from a narrowly understood share-
holder-oriented goal to an approach that integrates diverse perspectives on
value creation.

The introduction of the VBM concept into management practice is associated
with a paradigm shift in which managerial decisions ceased to rely solely on ac-
counting indicators. Increasing emphasis began to be placed on generating cash
flows, the efficient use of capital, and linking strategy with value creation for
owners and stakeholders. In this way, value-based management became a tool
for aligning an organization’s financial and strategic goals, as well as a factor
shaping its organizational culture.

These perspectives show that the concept of value is universal and multidimen-
sional —spanning ethical, social, and economic dimensions. From the standpoint
of management sciences, however, the organizational dimension becomes par-
ticularly important, as value becomes the foundation for making strategic deci-
sions and assessing the effectiveness of a company's operations. Therefore, in
the context of value-based management, it becomes crucial to define what ,en-
terprise value” is and how it may be understood by different groups of stakehold-
ers.

The value of an enterprise is a multidimensional concept that can be defined
from the perspective of various stakeholder groups?2. Shareholders focus pri-
marily on financial aspects such as net profit, profitability, and the growth of the
organization’s market value. For employees, the value of the enterprise is asso-
ciated with working conditions, remuneration, opportunities for professional
development, and employment stability23. Customers define value through the
quality and functionality of products or services, the price-quality ratio, as well

22 Freeman R.E, Strategic management: A stakeholder approach, Cambridge University
Press, Cambridge 2010.

23 Robbins S.P., & Judge, A.T.A., Organizational Behavior, 18th Editi, New York City 2019;
Noe R.A, Hollenbeck J.R., Gerhart B. and Wright P.M., Fundamentals of Human Resource
Management, 8th edn, McGraw-Hill Education, New York 2019.
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as the organization’s trustworthiness and ethical conduct?4. Local communities,
in turn, perceive value through the lens of the company’s involvement in the so-
cio-economic development of the region and its environmental responsibility?2>.
Managing value from a multi-stakeholder perspective therefore requires balanc-
ing diverse stakeholder expectations and integrating their interests into the or-
ganization’s strategy. Contemporary concepts such as Value-Based Management
indicate that sustainable growth in organizational value requires considering not
only financial performance but also human capital, reputation, and relationships
with the broader environment?é. In this context, organizational culture plays
a key role, as it shapes the system of values, norms, and behaviours that deter-
mine how decisions are made and goals are achieved. It is organizational culture
that determines the extent to which the organization is oriented toward profit,
innovation, human capital development, or social responsibility2?. Thus, organi-
zational culture constitutes the foundation of effective value management, ena-
bling the creation of sustainable value for both owners and other stakeholders.

Just as in the life cycle of a technology, product, or service, analogous stages can
be observed in relation to management theories and concepts. Some persist for
longer, while others become obsolete more quickly—usually as a result of
changes in the economic environment and the growing complexity of market
participants’ behavior. Within this landscape, the concept of Value-Based Man-
agement (VBM) has, for four decades, served as an important reference point for
management practice and the capital market, structuring decisions around cre-
ating value for owners.

However, a key question arises: is VBM reaching the end of its usefulness, or is it
instead evolving and diffusing into new organizational contexts? The thesis of
this article is as follows: the development and effective application of VBM were
possible primarily in organizations whose culture was oriented toward the fi-
nancial dimension of performance (market-results logic), whereas transferring
VBM to institutions rooted in other values may generate distortions and lead to
misguided decisions.

The concept of ,enterprise value management” has evolved over the past dec-
ades, taking various forms and approaches. The most pivotal moment in its

24 Schmitt B., Experiential marketing, ,Journal of marketing management” 1999, 15(1-3),
pp. 53-67.

25 Porter M.E., & Kramer M.R,, The link between competitive advantage and corporate so-
cial responsibility, ,Harvard business review” 2006, 84(12), pp. 78-92; Carroll A.B., The
Pyramid of Corporate Social Responsibility: Toward the Moral Management of Organiza-
tional Stakeholders, ,Business Horizons”, Indiana University Press, Indianapolis 1991.

26 Eccles R.G., loannou L., & Serafeim G., The impact of corporate sustainability on organi-
zational processes and performance, ,Management science” 2014, 60(11), pp. 2835-2857.
27 Schaufeli W.B., Applying the Job Demands-Resources model: A ‘how to’guide to measuring
and tackling work engagement and burnout, ,Organizational dynamics” 2017, 46(2), pp.
120-132.
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development was the introduction of the term “Value-Based Management” into
the economic landscape by Alfred Rappaport in the 1980s, sometimes translated
as ,management through value” or ,value-based management.” In his 1986 pub-
lication Creating Shareholder Value: The New Standard for Business Perfor-
mance?8, Rappaport defined value-based management as an approach focused
on maximizing shareholder value through the efficient use of resources and by
making business decisions that increase the value of the enterprise. This publi-
cation became a key reference for both practitioners and scholars of manage-
ment for many years. In his analysis, Rappaport placed particular emphasis on
the significance and measurement of enterprise value. Moreover, he dethroned
accounting profit in favor of cash flow, establishing the foundation for the valua-
tion and analysis of companies using financial indicators such as the market
value of equity and return on investment.

As VBM theory developed, new tools and indicators emerged that enabled more
detailed analysis and monitoring of enterprise value. In this context, financial
metrics such as the Cost of Equity (CoE), the Weighted Average Cost of Capital
(WACC), Return on Equity (ROE), and Return on Investment (ROI) were used.

Today, Value-Based Management is no longer perceived solely as a tool for meas-
uring value for shareholders but also as a strategic approach to enterprise man-
agement which - after years of evolution — began to incorporate the interests of
other stakeholders, such as employees, customers, local communities, and the
natural environment. As a result, over time VBM expanded to include other as-
pects of corporate activity, such as sustainable development and corporate social
responsibility. Table 1 presents twenty selected key factors influencing the evo-
lution of the concept of enterprise value management.

28 Rappaport A, Creating Shareholder Value: The New Standard for Business Perfor-
mance, Free Press, NY 1986.
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Table 1. Factors that have influenced the evolution of the concept of enter-
prise value management

economic sec-
tors

lines, and trucking in-
creased competition,
pressuring firms to
better manage and
create shareholder
value.

No | Factor Name Description Publications
1. | Financial crisis | The oil shock and the Rappaport A., Creating Shareholder
of the 1970s | 1973-74 stock market Value: The New Standard for Business
crasc:1fh|ghl|ghteq the Performance, Free Press, NY 1986.
Zﬁ?erpﬁrsg]sa;ai%l_ng Rappaport A., Creating shareholder
croase value rather | Value:a guide or managers and inves-
than focusing only on 0rS, SImon and Schuster, '
sales or profits. Rappaport ALinking competitive strategy
and shareholder value analysis, ,Journal
of Business Strategy” 1978, 7(4), pp. 58—
67.
2. | Development | Advances in under- Fama E.F., Efficient capital markets,
of market effi- | standing market eff- ,Journal of finance” 1970, 25(2), pp. 383-
ciency theory ciency and asset valu- M7.
qtlon influenced how Fama E.F., Session Topic: Stock Market
firms assess cost of ) ; X . .
capital and company Price Behavior Session Chairman: Burton
value G. Malkiel Efficient Capital Markets,
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In summary, the concept of value-based management has evolved over the years,
taking into account, among other things: the exploration of VBM in various sec-
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ment strategies3?, short-term profit orientation33, the “Beyond Budgeting” 3+
movement, corporate restructuring3s, the role of economic psychology3¢, the de-
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aspects38, corporate social responsibility (CSR)3% and, more recently,
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sustainable development factors (ESG - Environmental, Social, and Corporate
Governance)*0.

However, the original idea of maximizing value for shareholders and stakehold-
ers remains a fundamental objective for many companies and continues to un-
derpin value-based approaches to enterprise management. Value-Based Man-
agement (VBM) assumes the primacy of financially measured value creation
(DCF, WACC, ROI) and demonstrates its effectiveness most fully in organizations
with a market- and performance-oriented culture, where the logic of competi-
tion, efficiency, and managerial accountability dominates. In practice, adopting
VBM outside this cultural profile — for example, in clan cultures (focused on peo-
ple development) or hierarchical cultures (where conformity and stability pre-
vail) - often leads to blurred or conflicting goals, arbitrary “financialization” of
decisions, and misallocation of resources.

It appears that the effectiveness of VBM depends on cultural alignment. Value-
Based Management presumes the primacy of financial value creation (DCF,
WACC, ROI) and proves most effective in organizations with a market-results cul-
ture, characterized by competition, efficiency, and managerial accountability+.
In practice, implementing VBM in organizations that do not share this cultural
orientation - such as clan-type organizations emphasizing human development
or hierarchical ones prioritizing stability and compliance - often results in goal
misalignment, arbitrary financialization of decisions, and ineffective resource al-
location.

Market-oriented organizational cultures more easily integrate non-financial
metrics into the decision-making process, treating them as elements that balance
financial objectives. It may therefore be stated that the development and effec-
tive use of the value-based management concept have been possible primarily in
organizations whose culture supports financial discipline and performance ori-
entation. Transferring this concept to institutions based on other values — such
as solidarity, stability, or public mission — may distort its assumptions and
weaken the effectiveness of managerial decisions.

Understanding cultural conditions thus becomes a key requirement for the
proper implementation of VBM tools and the correct interpretation of their out-
comes.

The concept of value-based management (VBM) has undergone significant evo-
lution - from a classical shareholder-focused approach to contemporary models
that encompass stakeholders and sustainable development aspects. These
changes stem both from pressures within the economic environment and from
the growing importance of non-financial factors in assessing corporate

40 Friede G., Busch T., & Bassen A., ESG and financial performance: aggregated evidence
from more than 2000 empirical studies, “Journal of sustainable finance & investment”
2015, 5(4), pp. 210-233.

41 Rapaport A. op. cit.
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performance. VBM remains a dynamically developing concept whose effective-
ness depends on its alighment with the cultural context and the organization’s
underlying values.

2. Organizational culture and the concept of Value-Based Management

Organizational culture is a key factor in understanding and practically imple-
menting the concept of value-based management (VBM). It determines how the
very notion of “value” is understood, what priorities managers adopt, and how
relationships between financial and social objectives are perceived. The way
value is defined directly influences how VBM is implemented, as it determines
which performance criteria will be considered crucial in decision-making pro-
cesses.

Value may be conceptualized in financial, strategic, social, or ethical terms, which
leads to different approaches to measuring and assessing organizational effec-
tiveness. For this reason, VBM can be seen as a broad and flexible concept capa-
ble of adapting to diverse organizational contexts, yet it requires a clear defini-
tion of what “value” means in a given environment and a clear indication of how
this value should be measured. A lack of precise definition creates the risk of di-
luted objectives and a loss of coherence between the organization’s strategy and
its management tools.

Culture functions as a kind of decision-making filter through which theoretical
assumptions and analytical tools pass, shaping their meaning in accordance with
the dominant norms and beliefs within the organization. In this sense, VBM is not
aneutral tool - its effectiveness depends on the degree of alignment between the
economic logic on which it is based and the values embedded in a given organi-
zational culture. In organizations oriented toward performance, efficiency, and
accountability, VBM tools find natural application; however, in structures built
on community, stability, or public mission, they may be perceived as conflicting
with organizational identity.

Culture also influences how financial results are interpreted, how effectiveness
is understood, and which motivational mechanisms are deemed appropriate.
Thus, it acts as a moderator that shapes not only the effectiveness of VBM imple-
mentation but also the way in which this concept is transformed into managerial
practice.

The relationship between the type of organizational culture and the effectiveness
of value-based management is best illustrated by referring to the Competing Val-
ues Framework by Cameron and Quinn. Each of the four culture types — market,
adhocracy, hierarchy, and clan - defines value, power relations, and decision-
making processes differently. The comparison below shows the extent to which
particular cultural profiles facilitate or hinder the practical implementation of
VBM assumptions.
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Table 2. Links between organizational culture types and elements of Value-

Based Management (VBM)
Organizational Dominant Values Corresponding Potential
Culture Type and Behaviors VBM Elements Limitations

Market culture Performance, com- Financial metrics May lead to
petition, efficiency, (DCF, WACC, RQI), | short-termism and
managerial account- | controlling systems, | performance pres-
ability market value analy- | sure

sis

Adhocracy culture Innovation, risk-tak- | Dynamic capital allo- | Difficulty in precise

ing, flexibility, vision | cation, evaluation of | valuation, risk of in-
high-risk projects, in- | stability
novation valuation
(EVA, MVA)

Clan culture Community, loyalty, Long-term value cre- | Diffuse responsibility,
people development, | ation through human | weaker financial fo-
involvement capital development, | cus

labor cost analysis,
employee satisfac-
tion metrics

Hierarchy culture Stability, procedures, | Budgeting, cost con- | Excessive bureau-
control, compliance | trol, internal audit, cracy, limited flexibil-

process efficiency ity and innovation
monitoring

Source: own elaboration based on Cameron, K.S., Diagnosing and Changing Or-
ganizational Culture: Based on the Competing Values Framework, 2011.

The presented comparison indicates that the effectiveness of implementing the
value-based management (VBM) concept is largely dependent on the dominant
type of organizational culture. A market culture - focused on competition, effi-
ciency, and measurable results — constitutes the most natural environment for
VBM practices, as its underlying logic aligns with the financial dimension of per-
formance and managerial accountability. In an adhocracy culture, the concept
finds partial application: flexibility and innovation orientation support value cre-
ation, yet difficulties in precisely measuring outcomes may lead to instability and
the risk of incorrect valuation.

In clan cultures, built on social bonds and the development of human capital,
VBM encounters limitations resulting from diffused responsibility and a weaker
emphasis on financial goals. Conversely, hierarchical cultures, although support-
ive of budget discipline and cost control, may constrain the innovation necessary
for long-term value growth.

Thus, it may be concluded that aligning organizational culture with VBM assump-
tions is a necessary condition for its effective implementation. In organizations
where dominant values conflict with economic logic and performance
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orientation, implementing value-based tools may lead to distorted decision-
making, bureaucratization, or excessive financialization of processes. Under-
standing the role of organizational culture therefore enables not only more ap-
propriate design of value measurement systems but also the identification of po-
tential risk areas in the implementation of VBM.

Organizational culture is a critical factor shaping the effectiveness of value-based
management in any institution. In organizations dominated by economic values,
performance orientation, and accountability, VBM can operate according to its
original logic, developed during the formulation of the concept, leading to en-
hanced financial performance and greater clarity in decision-making processes.
However, in public, educational, medical, or non-profit institutions — where the
notion of “value” is social or qualitative — uncritical transfer of VBM tools may
result in distortions and flawed managerial decisions. This may manifest in the
oversimplification of performance measures, marginalization of the organiza-
tional mission, and, ultimately, misallocation of scarce resources.

When attempting to apply VBM in such organizations, it becomes necessary to
redefine the notion of “value” so that it includes ethical, educational, and social
dimensions consistent with the institution’s mission. This implies expanding
classical VBM toward a sustainable value management perspective that inte-
grates both financial and non-financial indicators (e.g., ESG, employee well-be-
ing, quality of public services).

A key condition for successfully implementing VBM is conducting an organiza-
tional culture diagnosis before introducing value-based systems, ensuring that
measurement tools and strategic goals align with the norms and beliefs of em-
ployees. This also requires adjusting motivational systems to the cultural context
of the organization so that they promote not only the achievement of financial
objectives but also social and developmental goals.

In managerial practice, this means developing comprehensive VBM models that
balance economic aspects with social, educational, and ethical values. Only such
an approach allows organizations to avoid the risks of excessive financialization
while ensuring coherence between their mission and the adopted methods of
measuring and evaluating performance.

Conclusion

The conducted analysis clearly confirms that the effectiveness of the Value-Based
Management (VBM) concept is strongly conditioned by organizational culture
and depends on the degree of alignment between the economic assumptions of
this concept and the dominant value system within the organization that intends
to implement it. The key cultural features supporting VBM include a strong ori-
entation toward financial results, acceptance of precise performance measure-
ment, trust in market mechanisms as the primary decision regulator, and readi-
ness to make decisions in short cycles that enable rapid responses to changes in
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the environment. All these elements are characteristic of a market-oriented cul-
ture, which makes it the most natural environment for implementing VBM.

In adhocracy cultures, VBM implementation is possible, but requires greater
methodological flexibility due to high levels of innovation and difficulties in
clearly measuring outcomes. In clan and hierarchical cultures, significant barri-
ers emerge — respectively: diffused responsibility and excessive bureaucratiza-
tion — which may hinder the effective introduction of the financial logic charac-
teristic of VBM. Under such conditions, a strong emphasis on financial instru-
ments may lead to distorted decision-making, marginalization of the organiza-
tional mission, and misallocation of resources.

Therefore, VBM is not a universal solution and should not be implemented in any
organization without first diagnosing its culture and properly defining the basic
concepts related to value. In public, educational, medical, or non-profit institu-
tions, the notion of “value” has a social or qualitative character, which requires
the development of entirely different indicators — combining financial and non-
financial dimensions such as service quality, educational mission, social impact,
and stakeholder well-being. It is thus necessary to first identify what type of
value an organization actually manages, and only then determine appropriate
methods for its measurement and control.

Consequently, it is essential to extend the VBM approach toward a perspective of
sustainable value management that integrates traditional financial indicators
with ESG elements and stakeholder management systems. Implementation of
VBM should be preceded by an in-depth diagnosis of organizational culture, anal-
ysis of its coherence with economic logic, and - if necessary — a gradual adapta-
tion of cultural processes to ensure consistency between the tools used and the
mission of the institution intending to implement VBM. In practice, this means
balancing financial objectives with social responsibility, operational stability,
and long-term development.

In conclusion, organizational culture constitutes both a prerequisite and a limi-
tation for the application of VBM. Only deliberate adaptation of the concept to
the specific characteristics of a given organization allows culture to be treated
not as a barrier, but as a resource supporting sustainable and responsible value
creation — economic, social, and organizational. It is also important to note that
the use of isolated VBM tools in organizations that do not implement the concept
as a whole may be problematic, as it can lead to decision-making inconsistencies
and misinterpretation of results.

Based on the conducted analysis, the research hypothesis can be confirmed. The
results indicate that the effectiveness of the VBM concept is strongly dependent
on the compatibility of its assumptions with the organizational culture. The high-
est level of compatibility occurs in organizations with a market-oriented culture,
while significant implementation limitations are observed in clan-based and
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hierarchical cultures, confirming that VBM is not universal and requires adapta-
tion to the cultural context.
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