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Abstract

The article is a review report on the cultural diversity and its effect in the workplace. With 
the growth of MNCs, off shoring and outsourcing, diversity has reached a new dimension. 
It has brought a revolution in the working habits, change in the working policies and more 
focus on interpersonal relationships also has proved a boon in compensation management. 
Although it has benefited organizations cultural diversity has also brought certain 
constraints. This study attempts to highlight the probable difficulties, the distinguished 
features of some of the nations and its impact in the work area.  It has also tried to find 
some imperative remedies against these odds.
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Introduction

Cultural diversity in the workplace became more prevalent since 1990s with the 
introduction of outsourcing and off shoring to overcome serious shortages of IT 
professionals in The United States and Europe. Countries such as India with a pool of 
skilled IT professionals became a favourable destination for offshoring. Consequently, 
projects completed quickly and profitably within stipulated time and budget.1

As time passed by the world started shrinking and technically, has become a global 
village. It is obvious because people belonging to different cultural backgrounds are 
working and communicating together.2 Cross-Cultural Management explains the 
appropriate behavior of people and norms to work in an organization from different 
cultural background. Compensation System - due to off shoring for U.S. and Europe 

1 Igbaria, M. and Shayo, C. Strategies for managing IS/IT personnel, Hershey, PA, Idea Group Pub, 2004.
2 Kawar, Issa Tagreed, “Cross-cultural Differences in Management”, International Journal of Business and 

Social Science, Vol. 3   (2012), No. 6, p105
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an apparent change in the wages of IT professionals in Indian as well as through out 
Asia has increased and is still on the verge of increasing with effect to job market. 
Cultural Competency is being more tolerant, aware and knowledgeable about cultural 
practices of others as well as own.

 The paper attempts to present a review on the problems and effects of cultural 
diversity in the workplace. The study is restricted to MNCs and IT companies, as these 
are active examples of huge cultural diversity both nationally and internationally.

Analysis of the problem

The issues of cross-cultural differences as well as their impact on business and 
organizational work culture have been studied in this section.

Cross- Cultural Differences:  According to a study on offshore software development, 
it is evident there is a reduced labour cost in the U.S. and European Countries; but, the 
study also highlights the major challenge on cross-cultural relationship. Data shows 
that it influences work ethics, task performance and other factors at irrespective levels 
of an organization including management.3  In case of MNCs with it wings spread 
world wide; it becomes mandatory to recognize the impact of socio-cultural values. 

Cultural differences in Communication: With the rising of multi-national companies 
(MNCs) and acknowledging the concept of globalization communicating across the 
world of cultures has become challenging. Consequently, due to difference in culture 
the characteristics and individuality of people also vary country wide. Some are loud, 
some soft-spoken and few even direct or blunt. It becomes really important to adjust 
while negotiating with business partners or even in regular business meetings.4 It could 
be easily said that communication across the world is highly influenced by cultural 
factors. These factors could be categorically grouped in:

3 Patel D, Lawson C -Johnson & Patel S, “The Effect of Cultural Differences on Software Development”, in The 
Effect of Cultural Differences, 2009

4 URL: http://www.internations.org/magazine/cultural-differences-in-business, (accessed on 10.08.13)
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As it could be rightly quoted, in terms of communication what is accepted and 
acknowledged in one culture could be offensive and non-acceptable in other culture. 
In today’s globalization communicating across has become necessary. To understand 
and respect the differences, could lead to cross-cultural success.

Cultural Differences in Time Valuation

Interestingly, the concept of time varies according to culture. Time has been distinguished 
into two types- Monochronic system and Polychronic system.5 Monochronic time is 
linear in nature. It states people perform one activity at a time according to a pre-set 
schedule. Unlike, monochromic time system, polychronic focuses o more than one 
task and depends less on detailed information, with flexibility in scheduling.6

Countries like Germany are more focused on time believes in punctuality. On the 
other hand, African and South American countries treat scheduled appointments 
as general guidelines and do not strictly abide by them. Due to these differences in 
valuing time a meeting could be easily jeopardized.7

Comparative Study between Different Cultures

This section of the study involves a comparative study of fundamental differences 
between culture and organisations. The study is based on Hofstede’s 4 cultural 
dimensions: Power distance; Individualism; Collectivism and Uncertainty avoidance.

5 Hall, E.T. and Hall, M.R, Understanding Cultural Differences, Yarmouth, ME: Intercultural Press, 1990
6 Kawar, Issa Tagreed, “Cross-cultural Differences in Management”, in International Journal of Business and 

Social Science, Vol. 3, (2012) No. 6, 108
7 URL: http:// www.geert-hofstede.com, accessed on (10.08.13)
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Fig1: Lawrence and Rhye-Sang Yeh “The influence of Mexican Culture on the use of Japanese 
Manufacturing Techniques in Mexico,” in Management International Review 34, (1994) no.1

The table below shows difference between two strong economies of the world: 

Fig: 2 Sources www.wikipedia.org (18 June 2013)

The figure below enlists some differences between two developing economies of the 
world:

Fig.3: sources geert-hofstede.com

Remedial Strategies

People from different cultural groups take on the exciting challenge of working together. 
Cultural values sometimes do conflict and could be misunderstood. It may happen 
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sometimes because often we are not even aware that cultural values or assumptions 
are different from each other. Common sense and sensitivity is of importance here. It 
is not possible to understand the reasons for a colleague’s behavior, but one can still 
build a great relationship if one keeps up a friendly manner and an open mind.

Christopher Earley and Soon Ang8 introduced the concept of cultural intelligence 
in their 2003 book of the same name. They define cultural intelligence as someone’s 
ability to adapt successfully to a new cultural setting.

Anyone can improve their cultural intelligence. According to David Livermore,9 an 
expert on cultural intelligence and author of the 2011 book “The Cultural Intelligence 
Difference,” there are four things that contribute to it: Drive, Knowledge, Strategy, 
and Action . According to Livermore, it must develop each of these to be culturally 
intelligent: 

Drive is one’s motivation to learn about and adapt to a different culture. People who 
aren’t interested in what shapes a particular culture are unlikely to adapt well to it. 
To minimise the gap between the differences in culture, Cultural Intelligence10 must 
include learning about different cultures, understand and accept the values, beliefs, 
traditions and customs of each other and manage the difference in attitude, behaviour, 
perceptions amongst team members. Confidence is also important, because interacting 
with different cultures can be challenging. Building self-confidence by setting and 
achieving small goals, and by putting oneself into new situations.

Cultural knowledge isn’t about learning a new culture inside out. Rather, it means 
learning about how culture in general shapes someone’s behaviors, values, and beliefs. 
For example, specific gestures and facial expressions mean different things to different 
people. It’s especially important to understand a country or region’s history when 
relocating there, or when putting together a local team. 

The “strategy” component of cultural intelligence describes the (often instinctive) 
planning as a result of being culturally aware. It involves from being aware of cultural 
differences, and making robust, culturally sensitive plans as a result.

Example: A colleague in Japan sends a polite reply to an email asking him to do 
something, but then doesn’t start the task. A Japanese colleague may consider that 
saying “No” is impolite. This is part of their cultural heritage, which also applies in 
the business environment. Japan’s traditions have developed over thousands of years, 
and are deeply rooted in people’s daily lives, including in the workplace. In addition, 

8 Earley Christopher and Ang Soon, Cultural Intelligence, Individual Interaction, Across Cultures, California, 
Stanford University Press, 2003

9 Livermore Dr.David, The Cultural Intelligence Difference, American Management Association, 2011
10 http://www.mindtools.com/pages/article/cultural-intelligence.htm, accessed on 10.08.13
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Japanese workers tend to identify strongly with their employers, and are unlikely to 
do something that could cause offence to colleagues and managers.

These examples shows how an understanding of Japanese culture could help to 
phrase requests in a different way in the future. It also shows how the concept of 
politeness differs across cultures. A manager who understands this would change the 
way that he asks people to do things, when working with colleagues in other cultures. 
We all can improve our awareness of cultural interactions, whether at work or in 
public, or by studying local media, movies or magazine articles. This would reveal 
new insights into how culture affects people’s working lives.

Action

The last part of cultural intelligence relates to an individual’s behaviour, and, in 
particular, how one can adapt when things don’t go according to plan. Cross-cultural 
interactions won’t always go smoothly, so it’s helpful to stay in control of emotions, to 
learn business etiquette in the respective culture .When observing a different culture, 
one must pay close attention to what people say and do. For example, to explore 
voice intonations, body language, and conversation style. This would give a deeper 
understanding of them, and help to interact with them in a better way.

Conclusion

Cultural intelligence is related to emotional intelligence,11 but it goes a step further. 
People with high emotional intelligence can pick up on the emotions, wants, and 
needs of others. Those with high cultural intelligence are attuned to the values, beliefs, 
attitudes, and body language of people from different cultures; and they use this 
knowledge to interact with empathy and understanding. People with high cultural 
intelligence are not experts in every culture; rather, they use observation, empathy, 
and intelligence to read people and situations, and to make informed decisions about 
why others are acting as they are.

11 http://www.amazon.com/Cultural-Intelligence-Individual-Interactions-Cultures/e-book, (accessed on 
10.03.13)


