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Abstract

The subject of culture has gained much prominence and attention in the management of international human resource.
This paper examines the issues of culture, both national and organisational, reviews and discusses relevant literature
and draws conclusions based on the issues at hand. The discussion of this paper is based on Hofstede’s cultural
dimensions. The findings of this paper revealed that elements contained in national cultures can transcend into
organizational concerns. Moreover, not only are national cultures the main determinants of the success or failure of
multinational businesses, but also organisational cultures. The paper advances that in dealing with matters of culture
in the international domain, the point in question is how these cultural issues are managed and not the mere existence
of the same that determines the success or failures of organisations.
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1. Introduction

Culture affects and governs all facets of life by influencing values, attitudes and behaviours of a society. The culture
of an organisation relates to the unique modes of carrying out their activities. Furthermore, the nature of
organisational culture is largely influenced by the cultural orientations of the individuals forming it. Viewed as the
socially transmitted behaviour patterns, norms, beliefs and values of a given community or organisations, culture is
often seen as a source of conflict than of synergy Hofstede (1998). This conflict arises when people of different
cultures interact with one another. In this light, the content of the organisational culture, which is either in line with
or different from their respective cultural orientations, would determine to a large extent, the success or failure of the
multinational business.

Culture is central in managing the current global workforce dynamics. Aguilera & Dencker (2004) have divided
culture into two distinct but overlapping groups; organisational cultures and national cultures. National and
organisational culture can have a pervasive and powerful influence in organisations and in various aspects of global
workforce management. Each culture is unique and those who find themselves in a particular culture imbibe it and it
becomes an integral aspect of their lives. Such cultures may differ slightly or significantly from one organisation to
the other.

A more critical issue in this categorization of cultures is that the success of mergers and acquisitions do not depend
on the mere differences in culture (organisational or national); but how the cultural issues are managed (Harzing et al,
2011).

The success of mergers and acquisitions involving multinational companies to a large extent depends on the effective
management of diverse cultures arising out of such ventures. For this reason, organisations engaged in cross-border
mergers and acquisitions need to take into careful considerations cultural issues if they are to be successful. In
managing human resources in the international settings some issues of paramount importance are; recruitment &
selection strategies, training, retention & remuneration and exit strategies. In all these, culture is a key variable and a
predictor of success or failure.

The assertion that if multinational companies want to be successful and maintain a competitive advantage in any
international domain, they must adopt an organisational culture that is properly suited in the context of the national
culture within which they operate is premised on the belief that leadership styles and behaviours are culture-bound
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(Kuada, 2010). It is against this backdrop that this paper seeks to examine the issues of culture based on Hofstede’s
cultural dimensions to explore the elements contained in national cultures that impact the overall performance in
organisations. It assesses the influence culture, both national and organisational, has on international human resource
practices and in its submission, reveals that an analogy between national culture and human resources practices is
more likely to augment organisational performance.

2. National Culture and Human Resource Practices

The universality of human resource practices has been questioned. Human resource policies that may be successful
in one jurisdiction may be unsuccessful in another. For instance, in an attempt to reach a desired outcome in human
resource practice, salary structures may be effective in one country and proves ineffective in another. Similarly,
quality circle programmes which are successfully used in Japan have not been effective in the United States
(Newman & Nollen, 1996).

National cultures influence strategic decisions and leadership styles (Schneider & DeMeyer, 1991), as well as human
resoure management practices such as performance appraisal (Luthans, Welsh & Rosenkrantz, 1993). In cultures
with high power distance, loyalty and obedience to those in higher authority is required, and, in fact, is the norm. In
this case, management usually makes use of performance appraisal based on the behavioural criteria rather than
results criteria. Additionally, drawing upon the Hofstede typology, it is not difficult to see how a nation’s culture
might impact on practices related to performance. For example, the United States scores 40 on power distance, which
means moderate acceptance of status and hierarchy differences, while India scores 77 when measured against the
world average of 56.5 Hofstede (1980). This suggests that individuals are more likely to accept without argument
upward supervisor feedback in India than in the United States. As such a multinational company operating in both
nations will have to adapt appropriate management practices and feedback mechanisms, as managers for example are
less likely to be willing to receive downward feedback in India Harzing et al (2011). Similarly, in countries known
for collectivist values like China, people prefer group-based, rather than individual-focused training (Earley, 1994)
and according to Van de Vliert et al., (2004) may respond better to group-based, rather than individual-focused
feedback.

Furthermore, a number of human resource practices have specific characteristics related to specific countries. For
example, life-time employment policy is very popular in Japan, however, it is uncommon practice in USA. Also
generally, Japanese companies spend more money for social activites and recreational facilities than that of
American companies (Pascale & Maguire, 1980).

A cross-cultural research involving 277 respondents in American companies, 291 Japanese companies, and 50
European companies by Kagono et al., (1985) in Smith (1992) concluded that Japanese companies have shorter
hierarchical structures, flexible job descriptions, control systems built upon self-discipline and more promotions from
within the organisation.

Laurent (1983) found that in Germany, decision making is more centralized than in United Kingdom. Besides, it is
common for top positions in organisations in Germany to be occupied by an outsider. Meanwhile, companies in UK
tended to have promotion from within policy, and spend more money for emoloyee well-being and middle
management development programs.

Jaeger (1986) conducted research on the applicability of human resource parctices in developing countries and
asserted that although there is a strong will to replicate western human resource policies, those policies cannot be
implemented successfully. Besides, it is required that to be successfully practiced, those policies must fit with the
assumptions of the local cultural context within which they seek to function.

3. Organisational Culture and Human Resources Practices

Organisational culture and the environmental factors in which an organisation exist determines the way of managing
the organisation (Saffold, 1988). The relationship between organisational culture and human resources practices can
be deduced from the interpaly of human behaviour in organisations in the face of prevailing organisational norms or
cultures. When the members of organisations understand and internalise the organsational culture it enables them to
choose strategy and behaviour that fit with their personality as well as organisational activities. This sets the tone for
the emergence of organisational specific human resource practices reinforcing the fact that human resource practices
are not universal. Where there is congruence between national culture and human resources practices, research shows
a positive correlation between this particular outcome and organisational performance (Harzing et al (2011).

Research by Newman & Nollen (1996) indicated that organisation performance is better in the companies where
there is congruency between national culture and human resources practice. At the business unit level where
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conscious efforts are made to adopt human resource policies that are in conformity with the values and prescriptions
of a country, the performance of such a business unit in terms of return on assets and return on sales is better, which
may reflect in bigger and better bonuses for employees.

According to Earley (1994) if the human resource management practices are not in line with the basic tenets shared
by employees, it will lead to dissatisfaction, lack of commitment and discomfort among the employees. On the
contrary, when human resource practices fit with the values shared by employees, organisational performance is
impacted positively.

4. Hofstede’s Cultural Dimensions and Managerial Implications

Geert Hofstede defined national culture as the set of collective beliefs and values that distinguish people of one
nationality from those of another. In his original comprehensive study conducted while working at IBM as a
psychologist and involving over 100,000 individuals from 50 countries and three regions, Hofstede identified four
important dimensions in national cultures. These dimensions are outlined as follows:

4.1 Uncertainty Avoidance

This dimension refers to the extent to which people feel comfortable when they are exposed to an ambiguous or
uncertain situation. People in a low uncertainty avoidance society are more willing to take risks and appreciate
flexibility and informality in the workplace. In contrast, people in a high uncertainty avoidance society tend to be
risk-averse, and favour rigid and formal decision-making processes in the workplace.

The perceived difference in tolerating uncertain situations has several important implications at both macro and
micro levels. Firstly, at the macro level, the acceptance of uncertainty is essential for innovation because it requires a
tolerance for risk and change. On the other hand, at the micro or organisational level, in high uncertainty avoidance
societies, numerous formal internal rules and regulations exist to control the work process of employees. In low
uncertainty avoidance societies, managers are allowed to exercise more latitude and discretion in their
decision-making rather than relying on rigid internal rules and regulations.

4.2 Power Distance

Power distance refers to what extent people have an equal distribution of power. In a large power distance culture,
power is concentrated at the top in the hands of relatively few people while people at the bottom are subject to
decisions and instructions given by superiors. Conversely, in a small power distance culture, power is rather equally
distributed among the members of the society (House et al., 2002; 2004). Power distance as a concept has important
implications in the organisational setting.

Firstly, managers in high power distance societies tend to believe in giving subordinates detailed instructions with
little room for interpretation. Subordinates are supposed to respect the authority and superiority of upper
management. Thus, the “mechanistic characteristics” of high power distance cultures, such as inequality among the
members in the society, lack of free communication across different levels of the hierarchy, and centralized control
can all stifle employee creativity and new ideas.

In contrast, low power distance societies are coupled with “organic characteristics,” such as lack of hierarchical
authority and less centralization which tend to promote employee interaction, lateral communication, and less
emphasis on the rules. Non-directive, hands-off monitoring systems have often been implemented to allow the
creativity and exploration necessary for successful innovation.

4.3 Individualism vs. Collectivism

This dimension is concerned with the degree to which individuals are integrated into groups. Individualism as a
concept means that people seek and protect their own interests over the common goal of the society and their role in
the society. In an individualistic culture, people are comfortable with having the authority to make a decision based
on what the individual thinks is best. In individualistic societies, employees are provided with a great deal of
personal freedom and autonomy.

However, in a collectivistic culture, people tend to belong to groups or collectives and look after each other in
exchange for loyalty. Collective cultures thereby do not usually allow the freedom and independence necessary for
organisational members to think creatively and, thereby, fail to cultivate an environment that fosters an innovative
spirit.

Innovation is also curtailed upon since collective cultures are reluctant to accept variety and diversity in society.
Moreover, the overwhelming and unconscious pressure for conformity and uniformity in collective cultures does not
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cultivate an environment for diversity, and provides less room for people to deviate from established norms, thus
impeding the innovation process.

4.4 Masculinity vs. Femininity

This dimension deals with the distribution of emotional roles between the genders. Hofstede believes that the
masculine dimension is very closely related to the concept of achievement motivation. A masculine culture is
basically a performance driven society where rewards and recognition for performance are the primary motivational
factors for achievement.

This type of culture tends to give the utmost respect and admiration to the successful achiever, who fulfills his
ambition and demonstrates assertiveness and willingness to take risks in order to achieve goals. Top management
positions are usually filled with men who tend to display characteristics of dominance and assertiveness which tend
to be discouraged among women by societal gender norms.

On the other hand, in feminine cultures people tend to emphasize the quality of the “whole” life rather than money,
success, and social status, which are easier to quantify. They are willing to reach out to the underprivileged and share
their wealth with them. Overall, organisations with a feminine culture are not as competitive as those with a
masculine culture, since the former places higher priority on concern for others and little distinction is made between
men and women in the same position.

4.5 Confucian Dynamism

Using a different survey instrument called the Chinese Value Survey (CVS), Hofstede & Bond (1988) identified a
new cultural dimension, “long-term versus short-term orientation,” that strongly reflects Confucianism, a cultural
backbone of East Asian countries. Hofstede emphasized that this particular cultural dimension was missing in his
original study and only relevant to countries in East Asia. Confucian dynamism may reflect a society’s search for
virtue rather than truth, truth being driven by religious ethics in Western countries.

Long-term orientation captures the following elements: adaptation of tradition to the modern context, high savings
ratio driven by thrift, patience and perseverance towards slow results, and concern with respecting the demand of
virtue. On the other hand, a short-term orientation contains the following aspects: respect for traditions, lower
savings rate, quick results orientation, and concern with possessing the truth.

4.6 Criticisms
Hofstede’s research has received several criticisms which are outlined below:

Firstly, the research may have been culturally bound since his research team, composed of Europeans and Americans,
may have unintentionally influenced the analysis of the answers by their Western perspective.

Secondly, as mentioned already regarding regional and local subcultures, many countries have more than one culture.
For example, the US has multiple regional and local subcultures, as the country consists of various ethnic groups and
regional traditions, with a strong emphasis on local autonomy and individual states rights. Therefore, it may be
presumptuous to generalize a certain country’s culture. Lastly, most importantly, his findings may have lost
explanatory power over the years since culture is not static and changes over time, albeit slowly.

5. Implications of Hofstede’s Study on International Human Resource Practices

In multinational firms, there are occasions that call for new policies. Some of such policies involve risk to which the
business must decide whether to continue with such a venture or opt out. Where the directors or the strategists are of
a low uncertainty avoidance orientation, they are likely to go in for the deal though risky. On the other hand, those
with a high uncertainty avoidance orientation would want to avoid any possible loss and so may not attempt the deal
at all.

Taking leaders into consideration, those from high power distance cultures may tend to be very authoritative, and this
may lead to problems, especially when such leaders are dealing with subordinates from low power distance cultures
who expect leaders to come to the same level as their subordinates.

Group or team work is one of the key activities undertaken in many businesses. In the situation where individuals
from both individualist and collectivist cultures are brought together to work as a team, challenges are likely to be
faced because of the way each side would approach the issues at hand. For instance, while those from the
individualistic culture may want to have their views implemented regardless of the views of others, those from the
collectivist culture would want collaboration and mutuality.
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Again when it comes to working out the long-term objectives of the organisation, views as to what should be the
main focus may differ, depending on whether the individual is of a masculine or feminine-centered culture or
orientation. Thus while the feminine culture will focus on holistic aspects, the masculine culture will emphasize
success, achievement, social status, and quantifiable realities.

Businesses in the global environment have no option but to be dynamic (change) if they are to be relevant to the fast
moving times particularly in the business world. It therefore suggests that at a point the way businesses do things
might have to change. The level of acceptance of this new change depends on the orientation of the people within the
organisation. In this case, those of the long-term orientation would be willing to adapt to new situations while those
of the short-term orientation would want to maintain the existing culture and so would resist any change efforts.

The above issues raised point to the fact that in any situation that involves the human resource, such as decision
making, responding to change, leadership, team work and risk taking, issues of culture may arise, especially in
multinational businesses that are made up of individuals from different countries, thus different cultural orientations.
With the human resource viewed as the most important asset of businesses with which success can be attained
(Armstrong, 2006), the issues of culture that directly relates to the people must not be neglected. It must be
emphasized that in the event of cultural diversities, success can only be attained through effective management of the
cultural issues.

6. Conclusion

All over the world multi-national companies find themselves in cultures different from their parent country cultures
and therefore call for such companies having to deal with different cultural orientations. The success of such firms
can as such be impacted by how these are handled. This is because human institutions such as businesses cannot
exist without culture, that is, the “how-we-do-it-here” phenomenon. It is therefore important that cultural issues are
adequately given the needed attention if such organisations are to succeed particularly in a competitive business
environment.

The author proposes three approaches critical to the success of multinational companies in the handling of cultural
issues in organisations.

The first approach in tackling the cultural challenges is the “Hybridisation of culture” where aspects of the culture of
dominant nationals are interwoven into a common culture of the organisation. This will require the involvement of
all relevant stakeholders in ensuring that decisions taken are holistic and largely agreed upon by all.

The second approach can be by “Culture adoption” an organisational culture strategy that involves the adoption of
the culture of one of the parties involved. Thus the organisational culture of the acquiring firm or “acquiree” (in the
case of mergers and acquisitions) or of the parent company or subsidiary (in the case of multinational business), as
agreed by the consenting parties, can be institutionalized as the corporate culture by which all must abide by.
Ignoring such considerations and focusing mainly on potential financial gains which often tend to be the oil that
drives the wheels of investment both at the domestic and international levels can spelled the doom of businesses with
untold repercussions.

The third approach to addressing and handling the challenges that cultural issues posed to organisations is the
“Creation of a new culture”. This may appear to be a more extreme form of forming organisational culture whereby
new systems, rules and procedures, as well as norms are created. In pursuing this approach, attention should not
necessarily be paid to the existing cultures of the stakeholders but rather efforts must be directed more towards the
creation of the new culture with the strategic intent of enabling the multinational business to attain its long-term
goals and objectives.

It is worth emphasising that the aim of organisational culture is to ensure that there is an agreed and uniform way of
doing things in organisations so as to minimise all possible conflicts due to cultural differences. Planned
interventions must therefore also be in place to ensure that where there are deviations from agreed norms, corrective
actions are immediately taken. Clearly multinational companies cannot ignore such considerations if they are to
operate successful in the international domain.
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