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Review Paper

THE IMPACT OF CULTURE ON MENAGEMENT
PRACTICES IN INTERNATIONAL BUSINESS

Marina BANOVIC!

University of Montenegro

e-mail: marinab@ucg.ac.me

ABSTRACT:

This paper examines the influence of culture on corporate practices in the context
of globalized business. It draws on established research in cultural anthropology,
sociology, and international business. The study investigates how these cultural
paradigms affect various aspects of organizational behavior, such as leadership
styles, decision-making processes, communication, and ethics. The research
explores the strategies for cross-cultural management, focusing on developing
cultural intelligence, fostering inclusive organizational cultures, and utilizing
diversity as a source of competitive advantage. The paper also considers emerging
trends in corporate strategy, including technological advancements, generational
changes, and sustainability. The findings highlight the importance of cultural

awareness and adaptability for organizations in

1 Marina BANOVIC- holds PhD in Entrepreneurial Science from Economic Faculty, University of
Udine, Italy. After the academic engagement during PhD studies, she worked in banking for 17
years, with the latest position as a Chief Operations Officer. She worked as State Secretary for
digital transformation for 2 years. Currently, she covers position of advisor to the rector at the
University of Montenegro.
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multinational contexts. The work synthesizes current knowledge and identifies
potential areas for future research.

KEY WORDS:

Cultural Differences; Cultural Diversity; Diversity Management; Cross-Cultural

Management; Competitive Advantage

SAZETAK:

Ovaj rad ispituje uticaj kulture na korporativne prakse u kontekstu globalnog
poslovanja. Oslanja se na postojeca istrazivanja na polju kulturne antropologije,
sociologije i medunarodnog poslovanja. Studija istraZuje kako odredene kulturne
paradigme uti¢u na razli¢ite aspekte organizacionog ponaSanja, kao Sto su
vodstvo, procesi donoSenja odluka, komunikacija i etika. Istrazivanje proucava
strategije upravljanja u multikulturalnom okruZenju, fokusirajué¢i se na razvoj
kulturne inteligencije, poticanje inkluzivne organizacione kulture i koriStenje
razliCitosti kao izvora konkurentske prednosti. Rad takode razmatra nove
trendove u korporativnoj strategiji, ukljuc¢ujuci tehnoloski napredak, generacijske
promjene i odrzivost. Nalazi naglasavaju vaznost postojanja svijesti o kulturi i
prilagodljivosti u organizacijama koje posluju u multinacionalnom kontekstu. Rad
sintetizuje postojea saznanja i identifikuje potencijalna podrucja za buduca

istrazivanja.

KLJUCNE RIJECI:

Kulturne razlike; Kulturne razlicitosti; Upravljanje razli¢itostima; Medunarodni

menadZment; Konkurentska prednost;
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INTRODUCTION

As businesses increasingly operate across national borders, understanding the
impact of culture on organizational practices and management has become
crucial. This paper examines culture as it relates to companies, drawing on
seminal research in the field to analyze how cultural differences shape business
practices and organizational structures.

The globalization of markets and the internationalization of business operations
have brought the issue of cultural differences to the forefront of management
concerns. Companies operating in multiple countries face the challenge of
navigating diverse cultural landscapes, each with its own set of values, norms, and
expectations. The success of international business ventures often hinges on the
ability to understand and effectively manage these cultural differences.

This paper aims to provide a comprehensive overview of how culture influences
companies in today's globalized business environment. It synthesizes insights
from leading cultural theories and research, offering a multifaceted examination
of the relationship between culture and business practices.

The paper is structured in three main sections:

1) Definitions and key elements of culture

2) Major cultural dimensions and frameworks

3) The impact of culture on companies and strategies for managing cultural
diversity

By exploring these areas, this paper seeks to equip business leaders, managers,
and scholars with a deeper understanding of the role of culture in shaping

organizational behavior and success in the international business arena.
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DEFINING CULTURE

Evolution of Cultural Definitions

The concept of culture has been studied across various disciplines, including
anthropology, sociology, and psychology. Early definitions of culture, such as
Edward Taylor's description of culture as "that complex whole which includes
knowledge, belief, art, morals, law, custom, and any other capabilities and habits
acquired by man as a member of society," laid the groundwork for future research.!
Over time, definitions of culture have evolved to emphasize its learned and shared
nature. Kroeber and Kluckhohn defined culture as "transmitted patterns of values,
ideas, and other symbolic systems that shape behavior." This definition highlights
the role of culture in influencing human behavior, a crucial aspect for

understanding its impact on business practices.

Key Elements of Culture
While definitions of culture vary, most researchers agree on three main
characteristics:
— Culture is learned, not inherited: It is acquired through socialization and
experience, not through genetic inheritance.
— The various elements of culture are interdependent: Changes in one aspect
of culture often lead to changes in others.
— Culture is shared and defines the boundaries of groups: It creates a sense

of belonging and distinguishes one group from another.

Geert Hofstede provides a widely cited definition of culture as "the collective
programming of the mind which distinguishes the members of one group or category
of people from another." This definition emphasizes the role of culture in shaping

collective patterns of thinking and behavior.
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He also defines key elements of culture as:

Symbols: Words, gestures, pictures, and objects that carry a particular
meaning recognized only by those who share the culture. In business, this
might include corporate logos, dress codes, or industry jargon.

Heroes: Persons, alive or dead, real or imaginary, who possess
characteristics highly prized in a culture and thus serve as models for
behavior. In a business context, this could be successful entrepreneurs or
corporate leaders.

Rituals: Collective activities that are technically unnecessary to achieve
desired ends but are considered socially essential within a culture. In
organizations, this might include annual meetings, team-building exercises,

or celebration of milestones.

Values: Broad tendencies to prefer certain states of affairs over others.
Values form the core of culture and are often unconscious. In business,
values might include attitudes towards risk, time, or the importance of

relationships versus tasks.

Layers of Culture

Individuals belong to multiple cultural groups simultaneously, each influencing

their behavior and attitudes. Hofstede identifies several cultural layers:3

National: Based on one's country (or countries) of origin or residence.
Regional/ethnic/religious/linguistic: As many nations are composed of
culturally different regions or ethnic/religious/language groups.

Gender: Related to whether a person was born as a girl or as a boy.

Generation: Separating grandparents from parents from children.
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— Social class: Associated with educational opportunities and with a person's
occupation or profession.
— Organizational: For employed people, related to the way employees have

been socialized by their work organization.

Understanding these layers is crucial for businesses, as they interact and

sometimes conflict, influencing employee behavior and attitudes in complex ways.

Levels of Culture
Culture manifests at different levels of depth, from the easily observable to the
deeply unconscious:

— Explicit/observable: Artifacts, behaviors, and rituals that can be easily
seen, heard, or felt. These include dress, language, food, architecture, and
visible traditions.

— Implicit: Norms, values, and beliefs that are not directly observable but can
be inferred from behavior. These include concepts of time, personal space,
and attitudes towards authority.

— Unconscious: Basic assumptions that are taken for granted and rarely
questioned. These form the deepest level of culture and are the most

difficult to change.

Edgar Schein's model of organizational culture illustrates these levels,
emphasizing that the deeper levels (basic assumptions) are more difficult to

observe and change than surface-level artifacts.*

Culture vs. National Character
It's important to distinguish between culture and national character. While culture

refers to collective programming of the mind, national character relates
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to personality characteristics that are prevalent among the population of a
nation.
Inkeles and Levinson identified three components of national character:>

1) Relation to authority
2) Conception of self (including individual-society relationship and
masculinity-femininity concepts)

3) Primary dilemmas or conflicts and ways of dealing with them

These components have influenced subsequent cultural frameworks, including

Hofstede's dimensions.

Major Cultural Frameworks and Dimensions
Several frameworks have been developed to understand and compare cultures
across nations. These models provide valuable insights for businesses operating

in diverse cultural environments.

Hall's High/Low Context Framework
Edward T. Hall classified cultures based on their communication styles:®

High-context cultures:

- Communication is implicit and indirect

- Meaning is embedded in the context and nonverbal cues

- Group-oriented and relationship-focused

- Examples: Japan, China, Arab countries

Characteristics of high-context business environments:

- Emphasis on building relationships before conducting business
- Preference for face-to-face meetings

- Contracts are often fluid and subject to change

- Decision-making tends to be slower and more consultative
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Low-context cultures:

- Communication is explicit and direct

- Meaning is primarily in the verbal message

- Task-oriented and individualistic

- Examples: USA, Germany, Scandinavian countries

Characteristics of low-context business environments:

- Focus on tasks and objectives over relationships

- Preference for clear, detailed written communication

- Contracts are typically detailed and binding

- Decision-making tends to be faster and more individualistic

Hall also introduced the concept of polychronic vs. monochronic time orientation:

Monochronic cultures (e.g., North America, Northern Europe):

— Linear view of time
— Prefer doing one thing at a time

— Adhere strictly to plans and schedules

Polychronic cultures (e.g., Latin America, Middle East):

— Cyclical view of time
— Comfortable doing multiple things simultaneously

— More flexible with plans and deadlines

Understanding these differences is crucial for effective cross-cultural

communication and negotiation in business settings.

Hofstede's Cultural Dimensions
Geert Hofstede's seminal research identified five major dimensions along which

national cultures differ. 7
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His study, initially conducted with IBM employees across 50 countries, has been

widely influential in understanding cultural differences in business contexts.

1. Power Distance Index (PDI):
Definition: The extent to which less powerful members of institutions and
organizations accept that power is distributed unequally.
High PDI cultures (e.g., Malaysia, Philippines):
— Centralized, hierarchical organizational structures
— Autocratic leadership styles

—  Formal communication between hierarchical levels

Low PDI cultures (e.g., Austria, Denmark):

- Flatter organizational structures

- Participative leadership styles

- Open communication across hierarchical levels
Business Implications:

- Leadership styles and decision-making processes

- Organizational structure and reporting relationships

- Employee expectations for involvement and autonomy
2. Individualism vs. Collectivism (IDV):

Definition: The degree to which people in a society are integrated into groups.
Individualist cultures (e.g., USA, Australia):

- Focus on individual goals and achievements

- Value personal time and privacy

- Emphasize individual decision-making

Collectivist cultures (e.g., Guatemala, Indonesia):

- Prioritize group goals and harmony

- Strong loyalty to extended family and organizations

- Emphasis on consensus in decision-making
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Business Implications:
- Motivation and reward systems
- Team dynamics and collaboration

- Marketing and advertising strategies

3. Masculinity vs. Femininity (MAS):

Definition: The distribution of emotional roles between genders and the emphasis
on "tough" versus "tender" values.

Masculine cultures (e.g., Japan, Italy):

- Emphasis on competition, achievement, and success

- Clear distinction between gender roles

- Work takes priority over family life

Feminine cultures (e.g., Sweden, Netherlands):

- Focus on quality of life and caring for others

- Overlapping gender roles

- Balance between work and family life

Business Implications:
— Work-life balance policies
— Conflict resolution approaches

— Performance evaluation criteria

Uncertainty Avoidance Index (UAI):
Definition: The extent to which members of a culture feel threatened by

ambiguous or unknown situations.
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High UAI cultures (e.g., Greece, Portugal):
— Preference for strict rules and regulations
— Resistance to change and innovation

— Detailed planning and risk avoidance

Low UAI cultures (e.g., Jamaica, Singapore):
— More comfortable with ambiguity and change
— Greater willingness to take risks

— Flexible planning and problem-solving approaches

Business Implications:
— Innovation and change management
— Decision-making processes

— Contractual relationships and legal frameworks

Long-term vs. Short-term Orientation (LTO):

Definition: The extent to which a society maintains links with its past while dealing
with present and future challenges.

Long-term oriented cultures (e.g., China, Japan):

- Value persistence, perseverance, and long-term planning

- Emphasis on future rewards

- Adaptability to changing circumstances

Short-term oriented cultures (e.g., USA, UK):

- Focus on immediate results and quick gains

- Respect for tradition and fulfilling social obligations

- Preference for stability
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Business Implications:

- Strategic planning horizons

- Investment decisions and financial management

- Employee development and retention strategies

Hofstede later added a sixth dimension, Indulgence vs. Restraint (IVR), which
describes the extent to which people try to control their desires and impulses. This
dimension has implications for work-life balance, consumer behavior, and

marketing strategies.

Trompenaars' Cultural Dimensions
Fons Trompenaars (1993) proposed seven fundamental dimensions of culture,

building on and expanding Hofstede's work3:

1. Universalism vs. Particularism:

- Universalist: Focus on rules and consistency (e.g., USA, UK)

- Particularist: Focus on relationships and flexible circumstances (e.g., China,
Russia)

Business Implications: Contract negotiations, ethical decision-making

2. Individualism vs. Communitarianism:

Similar to Hofstede's Individualism vs. Collectivism dimension.

3. Neutral vs. Affective:
- Neutral: Emotions are controlled and subdued (e.g., Japan, UK)
- Affective: Emotions are openly expressed (e.g., Italy, Mexico)

Business Implications: Communication styles, conflict resolution

4. Specific vs. Diffuse:
- Specific: Clear separation of work and personal life (e.g., USA, Germany)
- Diffuse: Overlap between work and personal life (e.g., China, France)

Business Implications: Relationship building, work-life balance
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5. Achievement vs. Ascription:

- Achievement: Status based on performance (e.g., USA, Australia)

- Ascription: Status based on age, class, gender, education (e.g., Japan, Saudi
Arabia)

Business Implications: Hiring practices, promotion criteria

6. Sequential vs. Synchronic:

- Sequential: Linear view of time, focus on punctuality (e.g., Germany, USA)

- Synchronic: Cyclical view of time, flexible approach (e.g., Japan, Brazil)

Business Implications: Project management, scheduling

7. Internal vs. External Control:
- Internal: Belief in controlling nature and outcomes (e.g., USA, Australia)
- External: Belief in adapting to external circumstances (e.g., China, Russia)

Business Implications: Strategic planning, risk management

GLOBE Study
The Global Leadership and Organizational Behavior Effectiveness (GLOBE)
research program, initiated by Robert House in 1991, expanded on previous
cultural frameworks. The study involved over 17,000 managers from 62 societies
and identified nine cultural dimensions:

1. Power Distance
Uncertainty Avoidance
Institutional Collectivism
In-Group Collectivism
Gender Egalitarianism

Assertiveness

N o 1k W

Future Orientation
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8. Performance Orientation

9. Humane Orientation

The GLOBE study not only measured cultural practices ("as is") but also cultural
values ("should be"), providing insights into potential cultural changes and

aspirations.

Impact of Culture on Companies
Cultural differences significantly influence various aspects of business operations
and management practices. Understanding these influences is crucial for

companies operating in diverse cultural environments.

Organizational Structure and Management Practices

Cultural values proposed by Hofstede significantly influence organizational
structures and management styles across countries:?

Power Distance:

— High PDI cultures: Tend to have more centralized, hierarchical structures
with clear lines of authority. Decision-making is typically top-down, and
there's a strong emphasis on status symbols.

— Low PDI cultures: Favor flatter organizational structures with more
participative leadership styles. Employees expect to be consulted, and

status differences are downplayed.

Example: A French company (high PDI) operating in Denmark (low PDI) might
face challenges if it maintains its hierarchical structure and autocratic leadership

style, as Danish employees may expect more involvement in decision-making.
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Uncertainty Avoidance:

— High UAI cultures: Prefer formal rules and procedures. There's often
resistance to change and innovation, with a focus on stability and risk
mitigation.

— Low UAI cultures: Have fewer rules and are more open to change and

innovation. There's greater tolerance for ambiguity and risk-taking.

Example: A German company (high UAI) expanding to the UK (low UAI) might
need to adapt its rigid planning and control systems to allow for more flexibility

and innovation in the British market.

Individualism/Collectivism:

— Individualist cultures: Emphasize individual decision-making and
performance-based rewards. There's a focus on personal achievement and
career advancement.

— Collectivist cultures: Prefer group decision-making and rewards based on
seniority or group performance. Loyalty to the organization is highly

valued.

Example: An American company (highly individualistic) operating in Japan
(collectivist) might need to adjust its performance evaluation and reward systems
to emphasize group achievements rather than individual contributions.
Masculinity /Femininity:

- Masculine cultures: Foster competitive, results-driven organizational cultures.
There's a strong focus on achievement, assertiveness, and material rewards.

- Feminine cultures: Promote cooperative, quality-of-life focused cultures. There's
an emphasis on work-life balance, interpersonal relationships, and caring for

others.
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Example: A Swedish company (feminine culture) expanding to Japan (masculine
culture) might face challenges in implementing its egalitarian and consensus-
based management style in a more hierarchical and competitive business

environment.

Long/Short-term Orientation:

- Long-term oriented cultures: Focus on strategic planning and long-term
investments, including in employee development and relationships.

- Short-term oriented cultures: Emphasize short-term financial goals and quicker
staff turnover. There's a focus on immediate results and quick adaptation to
market changes.

Example: A Chinese company (long-term oriented) operating in the United States
(short-term oriented) might need to adapt its long-term planning horizons and
investment strategies to meet the expectations for quick results in the American

market.

Communication and Decision-making
Hall's context model significantly influences business communication and
decision-making processes:
High-context cultures:
— Communication is indirect and implicit, relying heavily on non-verbal cues
and context.
— Decision-making often involves building consensus and considering the
impact on relationships.
— Relationship-building is crucial before conducting business.
— Contracts are often viewed as flexible guidelines rather than rigid

agreements.



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSS 503

Example: In Japan, a high-context culture, business meetings often start with
socializing and relationship-building. Decisions are made through consensus, and
direct confrontation is avoided.
Low-context cultures:

— Communication is direct and explicit, with a focus on verbal content.

— Decision-making tends to be faster, based on facts and data rather than

relationships.
— There's a clearer separation between business and personal relationships.

— Contracts are typically detailed and considered binding.

Example: In the United States, alow-context culture, business meetings often focus
on agenda items and action points. Decisions are often made quickly, based on
data and analysis, with less emphasis on building consensus.

Understanding these differences is crucial for effective cross-cultural
communication and decision-making in international business settings.
Companies operating across cultural boundaries need to adapt their

communication styles and decision-making processes to fit the local context.

Negotiation Styles
Cultural differences significantly impact negotiation approaches and outcomes:
Individualist vs. Collectivist cultures:
— Individualist cultures focus on the deal itself, emphasizing efficiency and
results.
— Collectivist cultures prioritize building and maintaining relationships
throughout the negotiation process.

Example: An American negotiator (individualist) might become frustrated with
the time spent on relationship-building by a Chinese counterpart (collectivist)



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSS 504

before discussing the actual business s deal.

High vs. Low Power Distance:
— High power distance cultures often have hierarchical decision-making
processes, with final decisions made by top management.
- Low power distance cultures may have more decentralized decision-

making, with negotiators having more autonomy.

Example: In a negotiation between a French company (high power distance) and
a Dutch company (low power distance), the French team might need to consult
with higher management frequently, while the Dutch team may have more
authority to make decisions on the spot.
High vs. Low Uncertainty Avoidance:

— High uncertainty avoidance cultures prefer detailed contracts and clear

agreements.
— Low uncertainty avoidance cultures may be more comfortable with

ambiguity and flexible agreements.

Example: A German company (high uncertainty avoidance) negotiating with a
British company (low uncertainty avoidance) might insist on more detailed
contract terms, while the British side might prefer a more general agreement with
room for flexibility.
Monochronic vs. Polychronic Time Orientation:

— Monochronic cultures prefer linear, structured negotiations with clear

agendas and timelines.
— Polychronic cultures are more flexible with timing and may engage in

multiple discussions simultaneously.
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Example: An American negotiator (monochronic) might become frustrated with a

Brazilian counterpart (polychronic) who takes phone calls during negotiations or

discusses multiple issues simultaneously.

Leadership and Motivation

Effective leadership and motivation practices vary significantly across cultures:

Leadership Styles:

Autocratic vs. Participative: Cultures with high power distance often expect
more autocratic leadership, while low power distance cultures prefer
participative styles.

Task-oriented vs. Relationship-oriented: Masculine cultures tend to favor
task-oriented leadership, while feminine cultures often prefer leaders who

prioritize relationships and employee well-being.

Example: A Swedish manager (low power distance, feminine culture) leading a

team in Russia (high power distance, masculine culture) might need to adapt their

participative, consensus-building leadership style to a more directive approach to

meet local expectations.

Motivation and Rewards:

Individual vs. Group-based Incentives: Individualist cultures often respond
better to individual performance-based rewards, while collectivist cultures
may prefer group-based incentives.

Financial vs. Non-financial Rewards: The effectiveness of different types of
rewards (e.g, monetary bonuses, public recognition, additional
responsibilities) varies across cultures.

Short-term vs. Long-term Performance Focus: Cultures with different time
orientations may prioritize immediate results or long-term achievements

differently.



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSS 506

Example: A U.S.-based company (individualist, short-term oriented) might need to
adjust its annual individual bonus system when operating in Japan (collectivist,
long-term oriented), perhaps incorporating group-based rewards and long-term

incentives like career development opportunities.

Ethics and Corporate Social Responsibility
Cultural values significantly influence ethical standards and expectations for
corporate social responsibility (CSR):
Individualist vs. Collectivist Cultures:
— Individualist cultures often focus on shareholder value and individual
rights.
— Collectivist cultures tend to consider a broader range of stakeholders and

societal impact.

Example: A U.S. company (individualist) operating in India (collectivist) might
need to expand its CSR initiatives to include community development projects to
meet local expectations.
Masculine vs. Feminine Cultures:
— Masculine cultures often emphasize economic growth and competitiveness
in CSR initiatives.
— Feminine cultures tend to focus more on social welfare, environmental

protection, and quality of life issues.

Example: A Japanese company (masculine culture) expanding to Sweden
(feminine culture) might need to shift its CSR focus from purely economic

contributions to include more social and environmental initiatives.
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Short-term vs. Long-term Oriented Cultures:
— Short-term oriented cultures may prioritize immediate financial returns
and short-term impact.
— Long-term oriented cultures often focus on sustainable development and

long-term societal benefits.

Example: A British company (short-term oriented) operating in China (long-term
oriented) might need to adapt its CSR strategy to include more long-term,

sustainable projects rather than focusing solely on immediate, visible impacts.

Managing Cultural Diversity in Companies

As businesses expand globally, effectively managing cultural diversity becomes
critical for success. This section explores key strategies and approaches for
navigating cultural differences in multinational corporations.

Cox  proposed an exhaustive definition of diversity as a managerial
issue:“Planning and implementing organisational systems and practices to manage
people so that the potential advantages of diversity are maximised while its potential
disadvantages are minimised...the goal of managing diversity as maximising the
ability of all employees to contribute to organisational goals and to achieve their full
potential unhindered by group identities such as gender, race, nationality, age, and

departmental affiliation.”0

Cultural Intelligence

Beging of this centary anther concept that contributes explanation of relationship
between culture and leadership Is cultural intelligance (CQ).1? Developing CQ in
leaders and employees is crucial for effective cross-cultural management. CQ

encompasses four key capabilities:
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Motivational CQ: The drive and interest to adapt to cultural differences.
Cognitive CQ: Knowledge about different cultures and cultural differences.

Metacognitive CQ: The ability to strategize when crossing cultures.

=W N

Behavioral CQ: The capability to exhibit appropriate verbal and nonverbal

actions in cross-cultural situations.

Strategies for developing CQ include:

— Cultural Awareness Training: Providing employees with knowledge about
different cultures, including values, norms, and business practices.

— International Assignments: Immersing employees in different cultural
contexts through expatriate assignments or short-term international
projects.

— Diverse Project Teams: Creating multinational teams to foster cross-
cultural collaboration and learning.

— Language Learning: Encouraging employees to learn foreign languages to

enhance communication and cultural understanding.

Example: IBM's Cultural Intelligence Initiative provides employees with online
tools and resources to assess and develop their CQ, complemented by in-person

workshops and international assignment opportunities.

Adapting Management Practices
Jamieson and O’Mara described three paths for addressing workplace diversity: 12

e Diversity awareness training
¢ Diversity as an organisational and management opportunity

¢ Revision of policies and practices which include diversity
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Successful multinational companies recognize the need to adapt their
management practices to local cultural contexts while maintaining global
consistency. This often involves:
Leadership Styles:

— Adapting leadership approaches to match local expectations and norms.

— Developing a repertoire of leadership styles that can be applied flexibly in

different cultural contexts.

Communication Approaches:
— Adjusting communication styles to fit high-context or low-context cultures.
— Developing protocols for cross-cultural communication in multinational

teams.

Decision-making Processes:
— Balancing global standardization with local autonomy in decision-making.
— Adapting decision-making processes to fit local preferences for consensus-

building or hierarchical approvals.

Performance Management Systems:
— Tailoring performance evaluation criteria and feedback methods to local
cultural norms.
— Developing globally consistent principles while allowing for local

adaptation in implementation.

Example: Unilever has developed a global leadership model that emphasizes
cultural adaptability, allowing managers to adjust their styles based on local

cultural contexts while adhering to core company values.
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Building a Global Mindset
Fostering a global perspective throughout the organization is essential for
effective cultural diversity management. Strategies include:
Diverse Executive Teams:
— Ensuring cultural diversity in top management and board positions.

- Leveraging diverse perspectives in strategic decision-making.

Cross-cultural Mentoring Programs:
— Pairing employees from different cultural backgrounds for mutual learning
and development.

— Facilitating knowledge transfer across cultural boundaries.

Job Rotations Across Countries:
— Providing employees with opportunities to work in different cultural
contexts.
— Developing a pool of culturally adept managers for future leadership

positions.

Global Talent Management:
— Implementing talent identification and development programs that value
cultural diversity.

— Creating career paths that include international experience.

Example: PricewaterhouseCoopers (PwC) has implemented a global mobility
program that offers short-term international assignments to high-potential

employees, fostering cross-cultural skills and a global mindset.
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Creating an Inclusive Organizational Culture
Developing a culture that values diversity is crucial for leveraging the benefits of
cultural differences. Key elements include:
Clear Diversity Policies and Goals:
— Establishing and communicating clear policies on diversity and inclusion.
— Setting measurable goals for diversity representation and inclusion at all

levels of the organization.

Employee Resource Groups:
— Supporting the formation of employee groups based on shared cultural
backgrounds or interests.

— Leveraging these groups for cultural insights and employee engagement.

Inclusive Leadership Training:
— Providing training for managers on inclusive leadership practices.
— Developing skills for managing diverse teams and fostering an inclusive

work environment.

Celebrating Cultural Differences:
— Organizing events and activities that celebrate various cultural traditions.
— Promoting cross-cultural learning and appreciation throughout the

organization.

Example: Accenture has implemented a comprehensive inclusion and diversity
strategy, including employee resource groups, inclusive leadership training, and a

global celebration of cultural diversity called "Inclusion & Diversity Week."



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSS 512

Leveraging Cultural Diversity
Harnessing diversity as a source of innovation and competitive advantage
involves:
Diverse Teams for Creative Problem-solving:
— Forming cross-cultural teams to tackle complex challenges.

— Encouraging diverse perspectives in innovation processes.

Culturally Tailored Products/Services:
— Leveraging cultural insights to develop products and services for specific
markets.

— Adapting global offerings to local preferences and needs.

Local Market Insights:
— Utilizing culturally diverse employees to gain deeper understanding of
local markets.

— Incorporating local cultural knowledge into market entry strategies.

Enhanced Adaptability to Change:
— Leveraging diverse perspectives to anticipate and respond to global market
changes.

— Developing organizational resilience through cultural diversity.

Example: L'Oréal has successfully leveraged its cultural diversity to develop
products tailored to different markets, such as skincare products for Asian
consumers and hair care products for African consumers, driving innovation and

market growth.

Challenges in Managing Cultural Diversity
While cultural diversity offers significant benefits, it also presents challenges that

organizations must address:
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Communication Barriers

Language differences and varying communication styles can lead to
misunderstandings and inefficiencies. Companies must invest in language
training, translation services, and developing cross-cultural communication
protocols to overcome these barriers.

Example: Daimler-Chrysler faced significant communication challenges during its
merger, with German and American employees struggling to understand each

other's communication styles and decision-making processes.

Conflict Management

Cultural differences can lead to increased conflict in multinational teams.
Organizations need to develop culturally sensitive conflict resolution mechanisms
and train managers in cross-cultural conflict management.

Example: In a joint venture between a Japanese and an American company,
conflicts arose due to different approaches to decision-making, with the Japanese
team preferring consensus-building while the American team favored quicker,

more individualistic decisions.

Resistance to Change

Implementing culturally adaptive practices may face resistance from employees
accustomed to their own cultural norms. Organizations must manage change
carefully, providing clear rationales for adaptations and involving employees in
the process.

Example: When a Swedish company tried to implement a more egalitarian
management style in its Italian subsidiary, it faced resistance from Italian

managers who were accustomed to a more hierarchical structure.
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Balancing Standardization and Localization

Multinational companies often struggle to find the right balance between global
standardization for efficiency and local adaptation for effectiveness. This requires
careful consideration of which practices to standardize globally and which to
adapt locally.

Example: McDonald's maintains global standards for food quality and service but
adapts its menu and marketing to local tastes and cultural norms in different

countries.

Legal and Ethical Complexities

Navigating different legal systems and ethical standards across countries can be
challenging. Companies must ensure compliance with local laws while
maintaining global ethical standards.

Example: A U.S. company operating in China might face ethical dilemmas
regarding data privacy practices, as Chinese regulations may conflict with the

company's global privacy standards.

Future Trends in Cultural Diversity Management
As the business world continues to evolve, several trends are shaping the future

of cultural diversity management:

Technological Advancements

Emerging technologies are transforming how companies manage -cultural
diversity

Virtual Reality (VR) and Augmented Reality (AR):

— Using VR for immersive cross-cultural training experiences.
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— Employing AR to provide real-time cultural guidance in international

interactions.

Artificial Intelligence (Al):
— Developing Al-powered tools for cultural adaptation in communication
and decision-making,.
— Using machine learning to analyze and predict cultural dynamics in

multinational teams.

Example: Some companies are experimenting with VR-based cultural immersion
programs that allow employees to experience different cultural contexts without

physical travel.

Generational Diversity
As younger generations enter the workforce, companies must manage not only
national cultural differences but also generational cultural differences:
— Adapting leadership styles to meet the expectations of millennials and Gen
Z employees.
— Balancing the needs and preferences of multiple generations in the

workplace.

Example: Companies like Google are redesigning their workspaces and policies to
accommodate the preferences of younger employees for flexibility and work-life

balance, while also meeting the needs of older generations.

Remote Work and Virtual Teams
The rise of remote work is creating new challenges and opportunities for cultural

diversity management:



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSS 516

— Developing strategies for building cultural intelligence in virtual teams.
— Creating inclusive cultures in distributed work environments.
— Leveraging technology to facilitate cross-cultural collaboration in remote

settings.

Example: GitLab, a fully remote company, has developed a comprehensive
handbook detailing how to manage cultural differences and foster inclusion in a

distributed workforce.

Intersectionality
Recognizing that individuals belong to multiple cultural groups simultaneously,
companies are adopting more nuanced approaches to diversity management:
— Considering the interplay of national culture with other aspects of diversity
(e.g., gender, age, religion).
— Developing more sophisticated diversity and inclusion strategies that

address multiple dimensions of identity.

Example: IBM's diversity initiative now focuses on "intersectionality," recognizing
that employees have multiple, overlapping identities that influence their

experiences and perspectives.

Sustainability and Social Responsibility
Cultural diversity management is increasingly being linked to broader
sustainability and social responsibility initiatives:
— Integrating cultural diversity into Environmental, Social, and Governance
(ESG) frameworks.
— Leveraging cultural diversity to drive innovation in sustainable business

practices.
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Example: Unilever's Sustainable Living Plan incorporates cultural diversity as a

key element in achieving its sustainability goals, recognizing that diverse

perspectives are crucial for developing sustainable solutions for different markets.

Conclusion

Culture profoundly shapes how companies operate, from organizational

structures and management practices to communication styles and ethical

standards. As businesses increasingly operate across borders, understanding and

effectively managing cultural differences is crucial for success.

Key implications for companies include:

1.

Recognize the pervasive influence of culture on all aspects of business
operations.

Develop cultural intelligence at all organizational levels to enhance cross-
cultural effectiveness.

Adapt practices to local contexts while maintaining global integration and
consistency.

Create inclusive organizational cultures that value and leverage diversity.
Harness cultural differences as a source of innovation and competitive
advantage.

Address challenges proactively, including communication barriers, conflict
management, and balancing standardization with localization.

Stay attuned to emerging trends in cultural diversity management,
including technological advancements and the impact of generational

diversity.
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By embracing cultural diversity and developing strategies to bridge differences,
companies can thrive in today's globalized business environment. However, this
requires ongoing commitment to cultural learning and adaptation.

As the business landscape continues to evolve, the ability to effectively manage
cultural diversity will likely become an even more critical determinant of
organizational success. Companies that can navigate the complexities of cultural
differences while leveraging the strengths of diverse perspectives will be best
positioned to succeed in the global marketplace.

Future research should further explore how cultural factors interact with
industry, organizational, and individual variables to influence business outcomes.
Additionally, as cultures evolve in response to globalization and technological
advancements, continued study of cultural dynamics and their business
implications is essential. This ongoing research will be crucial in helping
organizations develop more sophisticated and effective approaches to cultural

diversity management in the years to come.

NOTES-NAPOMENE:

1 Edvard B. Tylor, Primitive Culture, Smith, Gloucester, 1924.

2 Geert H. Hofstede, Cultures and Organisations: Softer of the Mind, McGraw-Hill
International, London 1991.

3 Geert H. Hofstede, Culture’s consequences: International differences in work-related values,
Sage Publications, Beverly Hills, 1981.

4 Edgar H. Schein, Organisational Culture and Leadership, Jossey-Bass, San Francisco, 1985.
5 Alex Inkel and Daniel J. Levinson “National Character: The study of modal personality and
sociocultural systems”, The Handbook of Social Psychology, 274 ed., Vol.4, Reading, MA:
Addison-Wesley, 1969.

6 Edward T. Hall, Beyond Culture, Doubleday Anchor Books, Garden City, 1976.

7 Geert H. Hofstede, Culture’s consequences: International differences in work-related

values, Sage Publications, Beverly Hills, 1981.



8 Fons Trompenaars, Riding the Waves of Culture, The Economist Books, London, 1993.

9 Geert H. Hofstede, Culture’s consequences: International differences in work-related
values, Sage Publications, Beverly Hills, 1981.

10 Taylor H. Cox, Cultural Diversity in Organisations: Theory, Research & Practice, Berrett-
Koehler Publishers, San Francisco, 1993.

1 P.Chistopher Earley and Soon Ang, Cultural Intelligence: Individual Interactions across
Cultures. Stanford University Press, Palo Alto, 2003.

2 David Jamieson, Julie O’Mara, Managing Workforce 2000-Gaining the Diversity

Advantage, Jossey-Bass, San Francisco, 1991.



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSE 520

REFERENCES:

- Adler, Nancy ]., “Cultural Synergy: The Management of Cross-
Cultural Organisations”, in Bruke, W.W. and Goodstein (eds.), Trends
and Issues in OD: Current Theory and Practices, University Associates,

San Diego, CA, 1980.

- Adler, Nancy ], International Dimension of Organisational Behaviour,

South-Western, Cincinnati, Ohio, 2002.

- Cox, Taylor. H., "The Multicultural Organisation,” The Executive, vol.

5,n.2,1991.

- Cox, Taylor. H., Cultural Diversity in Organisations: Theory, Research

& Practice, Berrett-Koehler Publishers, San Francisco, CA, 1993.

- Earley, P. Christopher and Ang, Soon, Cultural Intelligence:
Individual Interactions across Cultures. Stanford University Press,

Palo Alto, 2003.

- Hall, Edward T., The Hidden Dimension, Doubleday & Company,
Garden City, NY, 1966.

- Hall, Edward T., Beyond Culture, Doubleday Anchor Books, Garden
City, NY, 1976.

- Hall, Edward T., The Silent Language, Doubleday Anchor Books, New
York, 1981.



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. - MJSS 521

- Hofstede Geert H., Culture’s consequences: International differences

in work-related values, Sage Publications, Beverly Hills, CA, 1980.

- Hofstede Geert H., Cultures and Organisations: Softer of the Mind,
McGraw-Hill International, London, 1991.

- Hofstede, Geert H., ,Attitudes, Values and Organisational Culture:

Disentangling the Concepts®, Organisation Studies, vol. 19, n. 3, 1998.

- Hofstede, Geert H., ,Identifying Organisational Subcultures: An
Empirical Approach®, Journal of Management Studies, vol. 35, n. 1,
1998.

- Hofstede, Geert H., Neuijen, Brian, Ohayv, Denise D., and Sanders, Geert,
»,Measuring Organisational Cultures: A Qualitative and Quantitative
Study Across Twenty Cases,” Administrative Science Quarterly, vol.

35, 1990.

- Inkeles, Alex and Levinson, Daniel ]., “National Character: The study
of modal personality and sociocultural systems,” in Lindsey, G. and
Aronson, E. (eds.), The Handbook of Social Psychology, 2" ed., Vol .4,
Addison-Wesley, Reading, MA , 1969.

- Jamieson, David and O’Mara, Julie Managing Workforce 2000-Gaining
the Diversity Advantage, Jossey-Bass, San Francisco, CA, 1991.



MONTENEGRIN JOURNAL FOR SOCIAL SCIENCES - Volume 8. 2024. Issue 2. « MJSE 522

- Kroeber, Alfred. L. and Kluckhohn, Clyde, “Culture: A Critical Review
of Concept and Definitions,” Peabody Museum Papers, vol.47, no.1,

Harvard University, Cambridge, MA, 1952.

- Schein, Edgar, Organisational Culture and Leadership, Jossey-Bass,

San Francisco, CA, 1985.
- Tylor, Edward B., Primitive Culture, Smith, Gloucester MA, 1924.

- Terpstra, Vem and David, Kenneth, The Cultural Environment of
International  Business, South-Western College Publishing,

Cincinnati, 1985.

- Trompenaars, Fons, Riding the Waves of Culture, The Economist

Books, London, 1993.

Web sites
European bank for Reconstruction and Development:

http://www.ebrd.com

World Bank: http://www.worldbank.org/data/



http://www.ebrd.com/
http://www.worldbank.org/data/

