
People and Culture: The Foundations  
of Growth

Digital transformation, a shift to knowledge work, and 
increasingly complex social and geopolitical environments 
have made traditional ways of doing business obsolete. 
Business leaders must embrace change and find creative 
ways to remain competitive. As leaders look to architect 
new strategies, their focus naturally gravitates toward 
performance —refreshing outdated business models and 
recharging revenue streams. Fewer leaders begin with 
people and developing culture-centered strategies. 

Ignoring people and culture in business strategy is a 
missed opportunity. At best, it leads to competency 
traps and limits perspective on how to optimally 
engage talent. At worst, it creates a climate where 
individuals feel discouraged from sharing opinions, 
raising new ideas, and taking the risks required for 
innovation to thrive. These gaps in talent management 
and organizational design strategies are hard to see, 
but easily exploitable; they have left most companies 

susceptible to attrition, lack 
of engagement, and stunted 
innovation. 

Diversity, equity, and inclusion (DE&I) have been viewed as 
the aspirational keys to unlock potential in organizations. 
Data from McKinsey (2020) shows that companies with 
more gender and ethnic diversity on executive teams 
achieve 25% and 36% more profitability, respectively, than 
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their counterparts with less diversity. When diversity and 
inclusion are embraced, employee engagement increases 
and stronger, sustained growth ensues.

Despite the promise of better performance, progress 
in the DE&I space is slow. For many organizations, DE&I 
efforts are performative, focused solely on socially 
constructed definitions of appearance and neglectful of 
the company culture that lies at the heart of performance. 
The truth is, without a climate of inclusivity, diversity 
cannot shine. If the Great Resignation has taught us 
anything, it is that employees want to feel valued and 
bring their full selves to work. When this doesn’t happen, 
they let their feet do the talking.

Given today’s tight labor market, talent and culture are 
top priorities among CEOs as the competition for talent 
increases. Forbes recently reported that nearly 6 in 10 
CEOs rate talent and culture among their top concerns 
today, with the Great Resignation being a key concern. 
According to our research at Mpact International, 
employee exodus is not the only problem. Employees 
who choose to stay and don’t feel included or free to voice 
opinions cost employers an average of 60% of employee 
salaries in lost productivity. Unfortunately, this typically 
goes unnoticed until employees resign (Deloitte, 2019).

Reconstructing organizational habits, creating room for 
new ways of thinking, and adopting a new set of team 
behaviors focused on learning are essential to prevent 
employee attrition. This can take many forms, from 
evolving team structures to increasing flexibility in how 

teams collaborate. The most critical element is leadership 
commitment to DE&I and an organizational culture that 
considers growth in people on par with growth in revenue.

 

Psychological Safety: An Essential Element 
for Business Growth

Organizations need to embrace a broader perspective of 
DE&I that centers on the collective power of unique and 
individual experiences, cognitive diversity, and the way 
each contributes to something bigger. For companies to 
benefit from collective expertise, employees must feel 
comfortable sharing what they know – and this requires 
psychological safety. Originally defined by William Kahn 
(1990) as “feeling able to show and employ one’s self 
without fear of negative consequences to self-image, 
status, or career,” the term is gaining traction in business 
settings. Leaders recognize that when team members feel 
emotionally and interpersonally safe, they can be more 
open and honest with feedback, and more comfortable 
admitting mistakes. This leads to better products and work 
outcomes.

Employees who choose to stay 
and don’t feel included or free 

to voice opinions cost employers 
an average of 60% of employee 

salaries in lost productivity.  



Extinguishing fear and building a climate of candor is 
a prerequisite to psychological safety and inclusion. 
In her 2019 book, The Fearless Organization, Amy 
Edmonson describes such an organization as one where 
interpersonal fear is minimized and an environment exists 
where people feel safe to share their opinions, ideas, and 
failures freely. Edmonson details the following merits of 
psychological safety:

1. It enables performance, particularly in 
contexts with high uncertainty and a need 
for creativity.

2. It promotes learning, as people feel free 
to admit mistakes, raise new ideas, ask for 
help, and provide honest feedback.  

3. It promotes individual ownership and 
agency, allowing people to speak up, 
challenge the status quo, and better 
problem-solve without fear.

When employees feel psychologically safe, they are more 
open-minded and free to be creative without fear. Trust 
and open communication promote a risk-taking climate. 

Simply put, when people feel safe, they are more likely to 
be innovative and take risks, an essential component of 
growth.

Feelings of psychological safety pay off for 
companies in multiple ways:

• Improved performance with more 
creativity and innovation

• Increased commitment to the 
organization, and increased employee 
retention

• Improved communication and sharing 
of knowledge among team members 
— reducing redundancy and improving 
efficiency

• Increased openness to learning, including 
the ability to learn quickly from failures

• Increased levels of initiative, persistence, 
motivation, and engagement among 
employees



In 2012, Google’s People 
Analytics division kicked 
off Project Aristotle, a 
two-year project devoted 

to understanding team effectiveness. Prior to this, 
Google had already spent millions of dollars and 
countless hours seeking to build the ‘perfect’ team.

After analyzing close to 200 teams and combing 
through volumes of academic research, the 
psychologists, researchers, and engineers 
working on Project Aristotle found that a group of 
intellectually superior individuals was less important 
to success than the collective ability of the team. 
They found that the collective ability of the team 
was driven by group norms, defined as unwritten 
and often unspoken rules that guide behaviors. 
Teams that thrive are those whose members 
encourage others to speak up, make each other feel 
valued, and act as a collective. In other words, their 
research revealed psychological safety, more than 
anything else, was the critical element for effective 
team functioning. 

The lessons learned through Project Aristotle can be 
applied to any team:

1. Embrace conflict as a collaborator, 
replacing attacks or retreats with a 
win-win approach.

2. Connect with people first and be 
empathetic. Focus on the need for 
mutual respect, preservation of social 
status, desire to feel competent, and 
autonomy.

3. Build emotional intelligence to 
communicate effectively and 
anticipate others’ reactions to 
comments or questions.

4. Be curious and truly ask with an intent 
to learn.

5. Proactively seek feedback and ensure 
the messages you send are received 
as intended; we all own a role in 
building psychological safety.

6. Monitor psychological safety and be 
prepared to act on what you learn.

Example: Unlocking the Team and Growth Code at Google



Creating a Psychologically Safe Workplace

How do you build psychological safety into the design of 
your organization to galvanize team members and achieve 
effective enterprise performance? The answer is not so 
simple; this work requires intentional reinvention, the 
adoption of new frameworks, and a redefinition of culture 
based on a vision of the future. A large part of this effort 
requires developing the capacity for learning across the 
whole organization – to build a mindset of curiosity for 
diversity and a commitment to inclusion of all ideas. The 
North Star is culture change.

By making psychological safety an explicit priority, 
leaders send a clear message that everyone’s well-being 
is important, and that begins with creating a safe and 
supportive work environment. The following five steps can 
help guide your efforts: 

1. Recognize and give everyone a voice 
To create a psychologically safe environment, leaders 
must give employees a platform to voice their opinions, 

share the value of their individual diversity, and encourage 
open dialogue about sensitive topics. When everyone feels 
their identities and opinions are valued and welcomed at 
the table, organizations can tap into a wealth of creativity 
and perspective that would otherwise be lost. Inclusion 
isn’t just the right thing to do - it’s also good for business. 

2. Model psychological safety 
As a leader, if you want your employees to feel 
comfortable being open and honest, you need to model 
that behavior yourself. When leaders cover or hide their 
shortcomings, or shame and embarrass others for their 
mistakes, it sends a message that failure isn’t an option. 

Leaders have the opportunity to create a culture of trust 
and respect where everyone feels it is acceptable to make 
mistakes. Acknowledging mistakes is not a weakness; 
it’s a sign of resilience that will contribute to persistence. 
Making space to fail safely today, will prevent redundance 
and lead to cost savings in the future as employees feel 
more comfortable asking for help. 

3. Provide psychological safety training for all 
employees 
Make sure all employees are aware of what psychological 
safety is and why it’s important. Providing employees 
with the tools they need to feel safe and supported in 
their work environment is essential for both mental 
health and productivity. By offering training on how 
to create a psychologically safe workplace, everyone 
gains clarity about their role in fostering a supportive 
environment. Instead of focusing on getting it right, make 

In 1990, William Kahn defined 
psychological safety as “feeling 
able to show and employ one’s 
self without fear of negative 
consequences to self-image, 
status, or career.”   



room in training to just listen, learn, and share. Most 
importantly, leaders should not be left to do this work 
alone. Creating buy-in at all levels is essential to the 
sustainment of a psychologically safe culture. 

4. Invite feedback — and act on it 
One of the most important jobs for leaders is to create 
a positive and productive work environment for team 
members. One way to do this is to regularly solicit 
feedback from employees on how they’re feeling, what 
matters to them, and what can be done to improve 
organizational culture. Once leaders receive this 
information, it’s important to show compassion and 
take action to show that you’re committed to making 
changes. This will not only help to improve morale and 
increase productivity, but it will also show employees 
that their input is valued, and leadership is willing to 
make changes to improve their experiences.

5. Promote creative problem solving 
For business growth and employee retention, it is 
critical to encourage employees to think outside the 
box and actively contribute to innovative solutions. 
This requires space for structured and unstructured 
ideation. While having the answer is great, sometimes 

the best solutions come from pulling together ideas 
that alone make little sense. 

Modeling creative problem solving, where free-
flowing ideas or wild what ifs are encouraged, will 
help promote a culture of innovation and creativity. 
Encourage employees to brainstorm different ways to 
tackle challenges and be open to hearing new ideas. By 
fostering a culture of creativity and innovation, you’ll set 
your company up for success and signal to employees 
that you are adaptable to doing things in new ways.

Conclusion

Today’s volatile, uncertain, complex, and ambiguous 
(VUCA) social, political, and economic dynamics create 
pressure on organizations to pivot faster as the 
market shifts. It is tempting to believe that revenue 
performance at all costs will ensure survival under 
these conditions. Let this article serve as a reminder 
that people and culture are the true catalysts for 
performance. By fostering a psychologically safe 
climate, leaders build a mindset of curiosity, increase 
the capacity for learning across the whole organization, 
and better leverage the diversity of thought required to 
navigate and adapt to change. 
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