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Abstract

The aim of this thesis is to investigate the influence of inclusion on the relationship between
cultural diversity and innovation performance in the context of unit orientation in the German
automotive industry. A distinction is made between operational and innovative units. For this
purpose, semi-structured interviews with ten employees from six German automotive
companies were conducted in the context of a comparative case study. This form of
qualitative research is particularly suitable for identifying subjective perceptions in terms of
sensitive subjects. The current uncertainty and digital disruption in the automotive industry
adds to the highly dynamic and competitive environment of MNCs. With increasing cross-
cultural interactions, a culturally heterogeneous workforce represents a resource that
enhances creativity and adaptability in the context of dynamic capabilities. This paper shows
that innovative units are more culturally heterogeneous than operational units and
consequently confirms the assumption that cultural diversity acts as an important driver for
innovation. Furthermore, it is found that the development of cultural competences accelerates
adaptation processes in heterogeneous environments and that some companies possess a
higher cultural absorptive capacity due to global innovation activities, market-specific
product requirements and a diversified product portfolio. Finally, it is found that inclusion
positively influences peak innovation performance and that inclusion provides a greater
impact for innovative and culturally heterogeneous units. Furthermore, this paper develops a
conceptual model that complements current research regarding diversity and innovation
management and is therefore equally relevant for international business research and socio-

psychological research.
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1. Introduction

1.1. Problematization and Scientific Relevance

In their review of evolving research in the context of MNCs, Kostova et al. (2016) find that,
in addition to research on subsidiary roles and their relationship to headquarters (HQ) and
global human resource management (HRM), the subject of knowledge creation and
knowledge transfer has been at the forefront of IB research since the 1990s. This reflects the
demands of innovation and knowledge diffusion and at the same time the challenges of
MNC:s today. Increasing cross-border interactions between global actors and MNCs equally
demand and promote the importance of knowledge transfer and integration. The tendency
towards increasingly dispersed R&D centers and innovation labs primarily serves to provide
access to resources and local knowledge in order to study regional trends and requirements
from a very short distance and to adapt one's own products and services to these pressures
(Czerny et al., 2011). Teece (2014) calls this form of organizational learning and adaptation to
local needs dynamic capabilities. Especially in changing environments with constantly
changing actors and external demands, dynamic capabilities are one of the crucial sources of

competitive advantage for successful MNCs (ibid.).

More than any other, the automotive industry is currently facing great uncertainty (Kuhnert et
al., 2018). New market entrants, highly varying and dynamic customer demands, and digital
disruption challenge original equipment manufacturers (OEMs) and suppliers to identify key
trends of the future and demonstrate great responsiveness in implementing them (Berret,
2022). As the largest automotive industry in the world, the German automotive industry is
therefore an essential participant, but also a formative factor in shaping the mobility of
tomorrow (Kuhnert et al., 2018; Riedle & Bernhart, 2021). This growing pressure to innovate
new products and services calls for the identification of sources of knowledge creation and

innovation that are both available and adaptable.

Due to highly global interactions, MNCs are constantly confronted with culturally
heterogeneous environments. Culture can be understood as the collective programming of the
mind, which differs within different groups (Hofstede, 1984). These differences of collective

programming influence personal characteristics, core beliefs and behavioral patterns of



individuals. However, they are equally influenced by experiences and learnings, which makes

culture adaptable and dynamic (Tung, 2008).

Furthermore, globalization is leading to cultural blending in countries that have been facing
increasing social division for years. Although this is not in the context of profit driven
companies, an overall societal confrontation with culture, as well as with demographic,
sexual, and ethnic diversity, leads to a context in which each individual, but also MNCs, must
inevitably confront the challenges and potential opportunities of cultural diversity. These
growing intercultural commonalities through globalization and migration consequently
provide a highly complex environment for MNCs, which will need to overcome such
challenges of knowledge transfer and innovation in the context of differing views,
approaches, and beliefs (Bandura, 2002; Teece, 2014). Equally, however, cultural diversity
also provides opportunities to do things differently than in the past. New ideas, diversity of
experience, and new forms of problem-solving can lead to significant increases in knowledge
creation, especially in the innovation process (Hunt et al., 2020). Consequently, the context of
MNCs, innovation performance and cultural diversity as a potential driver for innovation is
highly interdependent and relevant for the success of MNCs in the German automotive

industry.

However, there is only limited research on how variations in knowledge sourcing benefits
and integration challenges depend on the respective unit orientation as well as organizational
orientation of MNCs and in which combination and context cultural diversity can actually
lead to a gain in benefits over costs (Seo et al., 2020). Due to changes in demographics of
workforce and organizational structures, MNCs are increasingly dependent on cultural
diversity, but it is necessary to know when and how to tackle cultural diversity, since
establishing cultural awareness and high inclusive workplaces is associated with costs and
investments that are not generally effective (Yang & Konrad, 2011). The question by which
measures in certain contexts managers can achieve a higher innovation performance through
cultural diversity has consequently a high practical relevance and can be characterized as

inclusion.

10



1.2. Research Question

Based on this identified academic gap and the context of the German automotive industry, the

intention of this thesis is to empirically address the following research questions:
(1) Are innovative units more culturally heterogeneous than operational units?

(2) What impact does inclusion have on the relationship between cultural

diversity and innovation performance in the context of unit orientation?

1.3. Structure and Method

For the purpose of addressing the aforementioned interrelationships, this introduction is
followed by a review of the German automotive industry and the area of cultural diversity. In
addition to current key trends in the automotive industry, the German automotive industry is
characterized and selected global innovation initiatives of selected automotive organizations

are outlined.

Furthermore, chapter 3 provides the theoretical foundation for the following analysis. The
cultural dimensions according to Hofstede and GLOBE are introduced and critically
examined for their scientific applicability. Subsequently, various perspectives on diversity
management will be presented. With the cognitive theory, the similarity-attraction-paradigm,
the social cognitive theory (SCT), the social identity theory (SIT) as well as the resource-
based theory (RBT), various socio-psychological as well as organizational perspectives on
cultural diversity are illuminated and argumentation is presented. Cultural intelligence (CQ)
is then discussed as a driver for an inclusive workplace and different dimensions of inclusion
are addressed. Finally, various determinants of innovation management in the context of the
German automotive industry are outlined before a theoretical framework with further

empirical literature is presented as a basis for the upcoming analysis.

Furthermore, the methodology of this study is explained. In the course of a comparative case
study, ten participants from the German automotive industry were interviewed. Valuable
insights from the anonymous respondents were obtained from a total of six of the most

important automotive companies in Germany.
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Subsequently, the results are presented and analyzed in the context of the previously
established theoretical basis. Moreover, a conceptual model is developed and presented
before summarizing the results of the analysis and drawing a conclusion in relation to the

research question. Finally, implications and limitations of this thesis are outlined.

12



2. Background

The following section provides an overview of the scientific and practical relevance of this
study. For this purpose, culture is outlined as a societal dimension, and the German
automotive industry is classified in terms of current trends, pressures and actions of its
participants. Finally, cultural diversity and inclusion is emphasized as a potential innovation

driver characterizing the significance of this dimension for MNCs.

2.1. German Automotive Industry & Innovation

2.1.1. Key Trends in the Automotive Industry

According to a study by KPMG (2022), 59% of the top executives from the automotive
industry surveyed identified connectivity and digitalization as the most important automotive
key trend by 2030. Connected vehicles, public transportation and a digitalized infrastructure
are the prerequisites for other trends such as new mobility concepts, the further expansion of
sharing platforms and the path to autonomous driving (ibid.). Oliver Hoffmann, Member of
the Board of Management for Technical Development at Audi AG, considers the latter to be
the "gamechanger" (Audi AG, 2022b) and to fundamentally transform mobility. The
automotive industry finds itself in a phase of radical innovation, which emphasizes the
novelty and transformative power of innovations and challenges the companies involved to
be extremely creative, customer-oriented and flexible within a short period of time (Berret,

2022).

Furthermore, alternative drives compared to the combustion engine have been paving the way
to more sustainable mobility solutions for years. Above all, electrification provides an
approach that has already gained acceptance worldwide — but especially in Germany
(Riederle et al., 2021). Germany is the second largest market for electric vehicles behind
China, with 400,000 new electric cars registered in 2020 (ibid.). High societal pressures for
greater sustainability, stringent emissions targets, and monetary incentives such as federal
bonus payments further encourage this development (Berret, 2022). Fuel cell drives and

various forms of hybridization complement this progression. While fuel cell drives and

13



synthetic fuels are still at an earlier stage of development, it is mainly hybrids that fulfill
scalability with reasonable emissions (KPMG, 2022). But here, too, the development
opportunities have not yet been exhausted. More efficient battery systems, new solutions for
adoption in infrastructure, and better charging infrastructure have yet to be provided (StartUs

Insights, 2022).

At the same time, new mobility concepts such as Mobility-as-a-Service (MaaS) are
simultaneously revolutionizing the scope of business models. According to this approach,
different modes of transportation are offered in a single mobility service, which removes
capacity restraints and can be considered the result of the digital and technological disruption
(ibid.) This is also followed by the societal trend away from status-oriented ownership

towards a practical and more sustainable sharing economy (Berret, 2022).

In this context, great advancements in artificial intelligence (Al), deep neural networks, as
well as connectivity and sensor technology will make mobility autonomous (KPMG, 2022;
Kuhnert et al., 2018). With 98% of all traffic accidents being caused by humans, the primary
benefit will be safety, but also increased comfort (Berret, 2022). Consequently, the CEO of
Audi AG defines software as “[...] the most important lever for synergies and

innovation" (Audi AG, 2022b).

An essential change with regard to the creation of mentioned innovations will be the rapidity
and quantity of model cycles (Kuhnert et al., 2018). An increasing number of market
participants and contributors will lead to an increase in the rate of innovation (ibid.). Software
updates are already finding their way to customers over-the-air, but as far as hardware is
concerned, the pressure on OEMs and all the players involved is steadily increasing to offer
creative solutions at ever shorter intervals. Competition is becoming more intense as new
opportunities, products, customer requirements and business models emerge. This poses a
challenge, particularly for the established large corporations, to keep pace quickly and
dynamically on the one hand, and to be able to implement their own standards of perfection

in the context of complex processes und highly networked units on the other.
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2.1.2. German Automotive Industry

The German automotive industry is considered the largest and most influential in the industry
(Volzow et al., 2021). Developed by Carl Benz in 1886, the Patent Motorwagen is considered
the first automobile and has changed individual mobility worldwide from this point onwards.
The German industry benefits equally, with 24% of total domestic industry revenue coming
from the automotive industry in 2019, accounting for almost a quarter of total industry

revenue (Di Bitonto, 2020).

This long-term dominance is largely based on the competence and local alignment of
surrounding institutes as well as the support of government initiatives (ibid.). Especially the
south of Germany is characterized by automotive engineering: OEMs like BMW, Audi,
Porsche or Mercedes-Benz hold their headquarters in Bavaria and Baden-Wuerttemberg and
are complemented and supported by industry-leading suppliers like Bosch, Schaeffler or
Draexlmaier (Volzow et al., 2021). In this context, the corporations have access to an
excellent R&D infrastructure, which, in addition to the participating companies themselves,
also includes universities and research organizations such as the Fraunhofer-Gesellschaft or
the Leibniz Association providing a source of expertise (Di Bitonto, 2020). In addition, there
are a large number of intermediary agencies that bring together young startups with special
partial solutions with established OEMs and thus conduct technology scouting (ibid.). Based
on this R&D infrastructure, the German automotive industry can rely on clusters in which
concentrated expertise is available, generating knowledge spillovers and consequently being

rightly considered among the most innovative automotive hubs in the world (ibid.).

Accordingly, this local R&D network has the benefit of short distances and reduced barriers
for MNCs. Based on this argumentation, highly complex, knowledge-intensive activities tend

to be located close to the headquarters (Mytelka & Farinelli, 2000).

2.1.3. Global Innovation Initiatives

The previous chapter addressed the strength of the German automotive industry and the
development and density of German automotive clusters as a source of innovation and

progress. Due to access to a high-quality workforce and engineers, research institutes,
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suppliers in close proximity, and government support, R&D-intensive activities have

traditionally been located close to the HQ (Asheim et al., 2011).

This contrasts with technological development, which makes information and knowledge
increasingly accessible allowing emerging economies to develop strong knowledge bases
(Holzer et al., 2019). Asheim & Coenen (2005) distinguish between synthetic and analytic
knowledge bases in clusters. Engineering-intensive knowledge, i.e., problem-related and
applicable knowledge, would therefore lead to innovation by combining existing knowledge
in a new way and therefore meeting the criteria of the automotive industry (ibid.). Analytical
knowledge bases are characterized by the creation of new knowledge and require cooperation
between firms and research organizations, which is particularly necessary in the IT and

science-based industries (ibid.).

With digital trends concerning the connectivity of vehicles and infrastructure as well as
autonomous driving, the focus of the automotive industry is increasingly shifting from
engineering to ICT. Technologies such as cloud computing, connectivity software,
cybersecurity and the management of big data are aspects that lie outside the primary area of
expertise of automotive OEMs. Consequently, new needs call for new ways of innovation
management. A growing globalization and highly mobile workforce further causes
knowledge bases to evolve very quickly and dynamically (Uzuka & Gullapalli, 2019). The
environment of established OEMs is similarly becoming more dynamic and requires speed of
action, however localized R&C is risky and costly at the same time due to industry-related
high assets and investments (ibid.). Hence, the conventional, centralized R&D network is
contrasted by an increasing effort to source skilled resources and innovative solutions abroad
through collaborations with established companies, but mostly young startups (Taylor, 2018).
These next-generation R&D operating models are characterized by adapting to the qualities
and unique characteristics of each location and, in the sense of Teece, exploiting local
resources and knowledge bases through dynamic capabilities (Uzuka & Gullapalli, 2019).
This type of R&D requires more flexibility on the one hand, but also cultural intelligence and
the understanding to operate in culturally diverse contexts on the other hand. The interaction
between established MNCs and startups is characterized above all by a high mutual
willingness to learn. The required adaptability and agility in the context of global markets is

often difficult to implement for highly bureaucratic corporations with well-established
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structures (Taylor, 2018). However, in addition to learning about agility, MNCs may also
benefit from specific solutions for products and processes and develop new capabilities

(ibid.). Moreover, they are trained to deal with uncertainty and mistakes (Audi AG, 2019).

This development of globally oriented R&D initiatives through R&D labs or collaborations
with startups interactively shapes the further development of global innovation systems.
Starting from specific knowledge bases in certain regions where expertise on certain fields is
located, clusters emerge that become part of a global innovation system (GIN). In the context
of the automotive industry, for instance, India represents a strong Al ecosystem, while China
has strong expertise in electrification and Israel has a powerful knowledge base for

cybersecurity, Al innovation and other ICT (Uzuka & Gullapalli, 2019).

Selected Initiatives of German Automotive Companies

OEMs and suppliers in the German automotive industry have already adapted their business
model with regard to innovation management and R&D activities to the next-generation of
flexible and agile initiatives cited above, characterized by a high willingness to adapt.

Accordingly, the corresponding strategic initiatives are in line with the goals and intentions.

With its Audi Innovation Research (AIR), for example, Audi AG has established an
innovation lab in Beijing, China, which is primarily intended to observe trends and customer
requirements in the most important market and forward them to HQ (Audi AG, 2022a). China
is considered to be the most important innovation driver in the industry, accounting for more
than 1/3 of all patents, and is even more important than the North American region (NAR)
and Europe in terms of sales figures (ibid.). According to Yu Zhao, team member of AIR,
Chinese customers are "unique and complicated" and therefore deserve particular monitoring
(ibid.). However, in addition to market research and technology scouting, AIR continues to
operate a prototyping office, which is essential to the company's local understanding and
adaptability (Seltmann, 2021). In this context, the team consists of Chinese with a German
background, former students in Germany, or former expats who have already gained work

experience in Germany. In order to be able to actively keep up with the current era of radical
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innovations and to diffuse information and trends in a purposeful manner, this team

composition is the key to success (ibid.; Audi AG, 2022a).

Another example of Audi AG are collaborations with Israeli startups such as Cognata or
Otonomo, which develop and provide platforms for the simulation of autonomous driving
and respectively data analysis solutions (Aimera, 2018; Cheng, 2018). In addition to silicon
valley, Tel Aviv represents the largest ICT cluster in the world and features the spirit of
innovation and progress with a very active startup scene (Apfelbaum & Aharon, 2019). The
advantage of knowledge spillovers and great human capital leads to the fact that other
automotive companies such as Continental, Bosch, BMW, Porsche or Mercedes-Benz have
also entered into collaborations with Israeli startups or established innovation labs within a

remarkably short period of time (Philips, 2019).

As a final example, the BMW Group has established a venture client model with the BMW
Startup Garage, according to which startups are scouted in early phases and tied as potential
suppliers of innovative products, services or product supplements. The aim of this is to
evaluate and enable startups as long-term partners and suppliers without disposing of
ownership rights (BMW AG, 2022a). With the HQ of the BMW Startup Garage in Munich
and offices in Silicon Valley, Tel Aviv, Shanghai, Seoul, and Tokyo, the company seeks and
mediates in the currently most important automotive and ICT cluster in the world and
integrates the knowledge as well as the connections to startups in the HQ in Munich (BMW
AG, 2022b).

The list of examples is not exhaustive in terms of the importance of innovation-oriented
collaborations and R&D initiatives, but the required agility with regard to automotive trends

is increasingly reflected in the R&D models of the companies.

2.2. Cultural Diversity

With higher digitalization and greater reliance on technologies, people become the ultimate
source of competitive advantage (Corsaro et al., 2012). The automotive industry thrives on
the ability to generate new solutions and create innovations. As a result, a diverse knowledge

base through a diverse workforce has the potential to create more innovation (Schneider &
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Eckl, 2016). Tung (2008) emphasizes that with regard to different forms of cultural diversity
(nation state, ethnicity, organization and industry, global culture), a strong sense for poly
contextual sensitivity is needed to not generalize but to act locally sensitive. With an
increasing social debate about cultural diversity and its implications, the topic is more

relevant than ever.

According to Yang and Konrad (2011, p. 9), diversity management can be defined as “[...]
any formalized practices to enhance stakeholder diversity, create a positive working
relationship among diverse sets of stakeholders, and create value from diversity". However,
science has shown that it is easier to create effective working relationships in workplaces that
tend to be homogeneous (van Knippenberg et al., 2004). The removal of barriers to
employment of historically marginalized groups and the promotion of equity and inclusion is
only one part of diversity management (Yang & Konrad, 2011). Rather, the goal must be to
bundle the potential of heterogeneous and homogeneous teams and to generate synergies. A
McKinsey study from 2020 showed that top-quartile companies outperform bottom-quartile
companies by 36% when it comes to ethnic and cultural diversity (Hunt et al., 2020). To
realize these significant benefits, however, it takes more than just acquiring diverse talent.
New ideas need to be given the space to be heard, and culturally diverse people require the
confidence and participative safety to express opinions and feel treated equally (Dunlap,
2021; Winkler & Bouncken, 2011). This form of inclusion therefore has the potential to

significantly impact the influence of cultural diversity on innovation performance.

Due to the fact that creating an inclusive workplace, which really exploits the potential
benefits of cultural workforce, is associated with costs in terms of cultural training, but also
coordination costs and the further removal of barriers, a cost-benefit tradeoff emerges (Seo et
al., 2020). The goal of inclusive measures and strong diversity management must therefore be

to keep the costs of a heterogeneous workforce lower than the achievable benefits.
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3. Literature Review & Theoretical Framework

The following chapter constitutes the theoretical framework for the analyses,
conceptualizations and findings that will subsequently follow. It includes a theoretical setting
concerning the following relevant key areas in terms of the research question: (1) culture, (2)
diversity management, (3) inclusion, and (4) innovation management. In addition, reference
is made to empirical literature that places theoretical concepts in the context of the
relationship between diversity management, inclusion, and innovation performance in the

German automotive industry.

3.1. Culture

Bandura (2002) initially approaches culture by addressing a question that also serves as a
foundation for the present work: is there a universal human nature, or are there different
manifestations of human nature that develop and influence each other in a bipolar
relationship to cultural milieus? This core question of cultural diversity (CD) was already
posed in the 1960s by Clyde Kluckhohn, according to whom, however, “[...] all cultures
constitute so many different answers essentially to the same questions posed by human
biology and by the generalities of the human situation® (Kluckhohn, 1962, p. 317).
Accordingly, a picture is drawn in which human beings have fundamental biological, social,

and emotional needs independent of cultural characteristics.

Based on this universal approach, a one-dimensional ordering of societies from traditional to
modern was subsequently established (Hofstede, 2011). In this way, culture became
inevitably linked to economic advancement, although critics of this approach also identify
cultures independently of economic evolution (ibid.). Edward T. Hall (1976) added the
dimension 'context' to the view of culture, referring to the nature of communication between
individuals and cultural groups. According to this, information is conveyed very implicitly in
high context cultures, whereas a clear and direct way of communication prevails in low
context cultures (ibid.). Hence, individuals in different contexts differ in the degree of coding
of information through language, which presupposes the knowledge of language and defines

language as an essential component through which an increasing number of frameworks and
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dimensions of culture have evolved. Among others, Parsons and Shils (1951) early on
outlined and subsequently further developed a five variable model of culture that identifies
cultural differences in affectivity, social orientation (self-orientation vs. collective
orientation), relationship building (universalism vs. particularism), social evaluation of
others (ascription vs. achievement), and the consideration of social hierarchies (linearity vs.
collaterality). Discrimination, equal treatment, and questions of how colleagues are perceived
in a team are more relevant than ever in the context of rapid cultural globalization.
Consequently, these multi-dimensional patterns defined and designed cultural differences in
content from an early stage, but lacked a comprehensive database for validation (Hofstede,

1984).

However, this changed when the Dutch cultural scientist and social psychologist Gert
Hofstede gained access to a multinational database of the IT company IBM in the mid-1970s.
100,000 questionnaires from over 50 countries formed a basis that overcame the greatest
weakness of cross-cultural research to date — the lack of recognition between analysis at the
societal and at the individual level (Hofstede, 2011). With building studies and confirming
external research, Hofstede has created a cultural framework based on already established
cultural dimensions and contributions of third parties over the years with a total of six
cultural dimensions, which includes a scoring model for the representation of national
cultures: (1) power distance, (2) uncertainty avoidance , (3) individualism, (4) masculinity -
femininity, (5) long-term vs. short-term orientation, and (6) indulgence (Minkov, 2007;
Hofstede, 2011).

3.1.1. Hofstede’s Cultural Framework

Hofstede (2011, p. 7) perceives culture as “[...] the collective programming of the mind that
distinguishes the members of one group or category of people from others." Accordingly, it is
about a collection of individuals in a group with similarities — but still about individuals.
Furthermore, Hofstede (2011, p. 7) defines a cultural dimension as "[...] an aspect that can be
measured relative to other cultures", whereby micro-aspects are bundled into dimensions and
dimensions remain free of duplication. The dimensions are statistically distinct and can occur

in any combination in different cultural contexts, with some combinations occurring more
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frequently than others (ibid.). A strong link between Hofstede's culture dimensions and
personality dimensions is noticeable (ibid.). This leads to the assumption that culture has a
strong impact on the personal traits and characteristics of individuals, but equally a shaping
of culture by the individuals involved and interacting in it occurs. Hofstede (2011)
emphasizes, however, that the link between personality and culture — proven by applying the
big five personality test according to Costa and McRae (1992) — is initially statistically
proven, but within individual cultures there is a broad diversity of individual personalities and
any other approach primarily promotes stereotypes — 1.e. the cognitive linking of personality
traits to a cultural affiliation (Bandura, 2001). This leads to the assumption that microcultural
flows can develop and dynamically change within individual cultural contexts. Hofstede, on
the other hand, sees national cultures as stable and slowly changing despite intracultural
variations (Berry et al., 2010). He differentiates primarily between deeply rooted cultural
beliefs and superficial aspects, which are easily adaptable depending on the context (ibid.).
As introduced earlier, Hofstede defines the following six dimensions of culture (Hofstede et

al., 2010):

(1) Power Distance

Power distance is defined as the degree to which comparatively powerless members of
organizations or institutions accept an unequal distribution of power, i.e. a strong hierarchy
(Hofstede, 2011). Human equality takes place to varying degrees with varying social
acceptance, but is found in almost every society (Hofstede, 2009). Small power distance
cultures strive for a legitimized use of power, which is not a given fact, but an earned result,
for example a democratic election or a deserved promotion. High power distance cultures not
only recognize the power imbalance, but additionally perceive this as desirable and in some
circumstances stabilizing (Beugelsdijk, Kostova & Roth, 2017; Heine, Foster & Spina, 2009).
According to Winkler and Bouncken (2011), due to a deep embeddedness in cultural beliefs
and values, a large variance in power distance is considered to be among the serious
challenges within multi-cultural teams or diverse contexts. With regard to the individual

countries' scores, Latin, Asian, African, and Eastern European nations in particular tend
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toward higher power distance, while the Anglican and German-speaking regions practice

lower power distance (Hofstede et al., 2010).

(2) Uncertainty Avoidance

The dimension of uncertainty avoidance describes the extent to which an organization or
society “[...] relies on social norms, rules, and procedures to alleviate unpredictability of
future events." (GLOBE Project, 2022). Consequently, dealing with ambiguity and
unstructured contexts that are new and unpredictable is addressed (Hofstede, 2009). Strong
uncertainty avoidance cultures are characterized by the desire for unchanging social
conditions and the belief that new ideas represent potential risks. Eastern and central
European countries, Latin nations as well as Japan and the German-speaking region are
characterized by rather high uncertainty avoidance, while the Anglo-American region and

Chinese culture show weak uncertainty avoidance (Hofstede, 2011).

(3) Individualism

Individualism (Western countries) contrasts with collectivist cultures (less developed and
Eastern countries), which are characterized by highly integrated groups that have a propensity
for binding and loyal patterns of behavior (Beugelsdijk & Welzel, 2018). Individualistic
nations instead convey the approach of loose ties, individual goals and objectives, and
relationships that serve the cause. Collectivist structures, moreover, show a clear tendency

toward harmony and group-oriented thinking (Hofstede, 2011).

(4) Masculinity - Femininity

The dimension of masculinity versus femininity is related to the division of emotional and
cognitive roles between men and women (Hofstede, 2011). As with the distinction between
individualism and collectivism, this refers to disparities in social characteristics, not
individual traits. Studies have shown that men's values vary more within different contexts

than women's values (ibid.). Specifically, a high degree of assertiveness is attributed to
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masculinity, while femininity is associated with characteristics such as caring and restraint
(Hofstede, 2009). Furthermore, a high score for masculinity indicates the pursuit of
competition, success and status. In this respect, Germany can be classified as a high
masculinity country, because aspects such as performance and the pursuit of perfection are
omnipresent (Hofstede Insights, 2022a). It is noticeable that feminine countries and
organizations have the same feminine characteristics for men and women, but masculine
countries register a gap between men's and women's values. This must be considered when
evaluating countries and attributing values to them. High masculinity occurs not only in
German-speaking countries but also in Japan, while Nordic, Latin and Asian countries tend to

be characterized by high femininity (Hofstede, 2011).

(5) Long-Term vs. Short-Term Orientation

The distinction between long-term and short-term orientation refers to the emphasis of
people's efforts (ibid.). Short-term orientation implies a tendency toward traditions, past
successes, social spending and consumption, and the perception that certain conditions are
irrevocable (Hofstede, 2009). Long-term orientation, on the other hand, is characterized by a
high degree of self-efficacy, the faith in being able to accomplish tasks independently and
successfully, large savings, and the belief that traditions and values are adaptable to new
developments and contexts (Vinney, 2019; Beugelsdijk & Welzel, 2018). East Asian countries
and Eastern and Central European countries are characterized by long-term orientation, while
the United States of America (USA), Australia, Latin American, African, and Middle Eastern

countries are short-term oriented (Hofstede, 2011).

(6) Indulgence

The last cultural dimension according to Hofstede was added in 2010 based on Minkov's
contributions and, with the distinction between indulgence and restraint, describes the
tendency of societies to recognize natural human desires such as enjoyment, happiness and
freedom (indulgence) or to regulate and limit the satisfaction of human and social needs in

the course of social norms (restraint) (Hofstede et al., 2010). Like long-term orientation vs.
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short-term orientation, this dimension is defined by the extent of self-efficacy. Freedom of
speech, sexual norms and the personal perception of control over one's own decisions and
experiences characterize a high level of indulgence, whereas Eastern European, Asian or
Muslim countries with sexual taboos, a greater urge for structural order and acceptance of
apparently irrevocable facts are characterized by low self-efficacy (Hofstede, 2011). Again,
these are overall societal tendencies that may differ in many isolated cases. In this respect,
Bandura (2001) speaks of a distinction between self-efficacy and collective efficacy,
according to which the degree of self-efficacy can always deviate from collective efficacy,
but a social tendency can be recognized in different contexts when it comes to the question of

collective agency.

3.1.2. The GLOBE Framework

The Global Leadership and Organizational Behavior Effectiveness (GLOBE) project has
been developed extensively over many years in collaboration with a variety of researchers to
give managers and organizations a perspective on how to deal with cultural differences and to
provide a guideline on how to operate best in foreign markets (GLOBE Project, 2022). With
the aim of incorporating Hofstede's cultural framework but developing it in a new age
(1990s) and adapting it to the prevailing spirit of the times, more than 17,000 managers from
62 countries were integrated into the project by 170 researchers from 60 countries (House et
al., 2004). The findings of this research resulted in a scoring process for countries into
cultural clusters, grouping affected countries into relevant concentrations according to
similarities while retaining validity about cultural characteristics (Table 1). While classified
countries in each cluster share similar cultural profiles, many core values such as honesty and
trustworthiness are elements that are highly valued in any cultural pattern (GLOBE Project,

2022).

The refinement of Hofstede's framework can be recognized in the fact that all five of the
initial dimensions are still valid and show high relevance in the sense of GLOBE. Power
distance, masculinity, future orientation and uncertainty avoidance were adopted as cultural
dimensions. Merely individualism was context-specifically extended to institutional and in-

group collectivism. Institutional collectivism describes "[...] the degree to which
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organizational and societal practices encourage the collective distribution of resources", while
in-group collectivism determines the affiliation to organizations and cultural groups as well
as the commitment and pride in these (GLOBE Project, 2022). With performance orientation

and humane orientation, only two further cultural dimensions were established (Raimo et al.,

2019):

Performance Orientation

Performance orientation refers to the extent to which a collective aspires to a meritocracy,
remunerates higher performance socially, and defines success and competition as a societal

driver (House et al., 2004).

Human Orientation

This dimension categorizes cultures according to their general emphasis on fairness and
altruism (GLOBE Project, 2022). Organizations, institutions, or countries with high humane
orientation are characterized by encouraging and rewarding good virtues, collective

solidarity, and caregiving (ibid.).

A significant difference between the Hofstede and GLOBE frameworks is that Hofstede
implies a fundamentality of cultural characteristics, whereas the GLOBE project
distinguishes between cultural practices and cultural values. As a consequence, a comparison
can be drawn between cultural clusters, according to which group practice scores either meet
the intended group value score, or scores differ significantly from each other. Consequently,
there are cultures that convey certain values, but in reality do not meet their own standards,
and contexts in which a more realistic representation of their own cultural values takes place.
This different degree of overestimation or realistic classification opens up another dimension

that is not included in Hofstede's cultural framework.
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Anglo Confucian Germanic  Latin Nordic Middle Sub- Eastern Southern  Latin

Asia Europe America Europe East Saharan Europe Asia Europe
Africa
Australia  China Austria Argentina  Denmark  Egypt Namibia Albania India France
Canada Hong Kong  Germany Bolivia Finland Kuwait Nigeria Georgia Indonesia  Israel
England  Japan Netherlands  Brazil Sweden Morocco  South Greece Iran Italy
Africa
Ireland Singapore Switzerland Colombia Qatar Zambia Hungary Malaysia Portugal
New South Korea Costa Rica Turkey Zimbabwe  Kazakhstan  Philippines Spain
Zealand
South Taiwan El Poland Thailand Switzerland
Africa Salvador
(White)
USA Guatemala Russia
Mexico Slovenia
Venezuela

Table 1. Country clusters according to GLOBE (GLOBE Project, 2022).

Cultural Characterization of Germany according to Hofstede and GLOBE

This paper addresses the relationship between cultural diversity management and innovation
performance in the German automotive industry and examines how inclusion moderates this
relationship.The automotive industry has an enormous importance in the German economy as
well as being one of the strongest and most important industries in the world (Di Bitonto,
2020). As globally operating MNCs, OEMs and automotive suppliers operate in different
markets and are confronted with different cultural contexts. It is, nevertheless, useful to focus

on the home country of these companies first.

Based on Hofstede's dimensions, which have been further developed in the sense of the
GLOBE project, the German cultural area can initially be described as very competitive.
According to figure 1 as well as figure 2, Germany can be characterized as individualistic,

masculine, and restrained with high uncertainty avoidance and strong long-term orientation.

27



Germany 1is characterized by direct communication channels and a performance-driven
environment that generates high expertise and self-efficacy, with individual action tending to
depend on context and personal capabilities. A high uncertainty avoidance indicates that
individuals in German-speaking countries prefer to be in control of their situations and to
make rational decisions that are only partially risky. A high long-term orientation suggests
that Germany is forward-looking, can adapt traditions to new developments and is more
pragmatically oriented. In this context, Beugelsdijk, Kostova and Roth (2017) identified in a
comprehensive study the German-speaking countries as the only cultural areas where supra-
national identification is higher than national identification. This suggests that the degree of
cultural pride and identification can vary equally strongly intraculturally. An evaluation
according to cultural dimensions must therefore take place very precisely and include the
separate, identity-giving sub-cultures in Germany — especially considering the reunification

in 1990.

B Germany

Power Distance Individualism Masculinity Uncertainty Avoidance Long Term Orientation Indulgence

Figure 1. Scoring of Germany according to Hofstede's cultural dimensions (Based on: Hofstede Insights, 2022a)
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As can be seen in figure 1 and figure 2, the values of Hofstede and GLOBE diverge with
regard to the dimension power distance. As already stated, GLOBE's evaluation includes a
cultural value score and a cultural practice score. For Germany it is noticeable that there are
substantial discrepancies between the own cultural value understanding, in other words the
demands and own standards, and the realistic conversion in practice. Value and practice are
combined in Hofstede's score, although the communicated ideal of dimensions that seem
rather negative, such as power distance, leads to a lower value for Hofstede, after which the
cultural practice score according to GLOBE for power distance is comparatively high
(GLOBE, 2022a; Hofstede Insights 2022a). This also applies to dimensions such as
assertiveness, i.e., masculinity, which suggests that Germany is pursuing a change in the
status quo and desires more gender egalitarianism as well as less assertiveness and power
distance (ibid.). A low value for humane orientation and a high value for performance
orientation according to GLOBE coincides with the comparatively high value of masculinity

based to Hofstede (ibid.).

Group practice score
Performance orientation I A v
‘ Range: practices
Assertiveness / Masculinity I I Y V  Group value score
I ' Range: values
Future orientation
v I I Average of GLOBE group scores
Humane orientation v I ’
Institutional collectivism v I '
In-group collectivism v I
\ A
Gender egalitarianism vi I
Power distance L / I v I
Uncertainty avoidance I v
v I
1) @ ® @ N0 . ©® o0 (D
oW ( oW . oW Ao “\g\\ \“\g‘“ g
verd seative Y we xe\a\'\“ew verd

Figure 2. Cultural practices and values in the Germanic Europe group according to GLOBE (Based on: GLOBE
Project, 2022a)
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3.1.3. Critics on Hofstede and GLOBE

Based on the previous work, Hofstede's cultural dimensions and the GLOBE project have the
common goal of identifying potential contextual differences in the operating spheres of
MNCs and optimizing cross-national interaction. Cross-national differences increase
uncertainty by slowing down or even preventing knowledge flows between countries or
cultures (Berry et al., 2010). In this context, culture is an essential driver of cross-national
differences, but critics emphasize that there are additional cross-national distances that can
influence MNCs in many ways (ibid.). Kutschker and Schmid (2011) highlight that neither
the Hofstede nor the GLOBE study, despite extensive scope, can fully explain the diversity of
cultural influences on organizations. Accordingly, "[...] the relationships between culture and
its effects on management [...] remain speculative and based on considerations of
plausibility" (Kutschker & Schmid, 2011, p. 775). Berry et al. (2010) approaches the problem
of cross-national distance through an institutional perspective and expands the influencing
variables to include economic, financial, political, administrative, demographic, knowledge,
geographic as well as global connectedness distance. However, this is contrasted with the
view of Hofstede supporters that culture — a highly social construct associated with each
person's growing up and origin — influences every one of these additional distances from the
ground up (Beugelsdijk et al., 2018). Accordingly, it can be assumed that cultural dimensions
and values can have considerable influence on, for instance, demographic characteristics or
political distance. Nevertheless, the criticism of a strong one-dimensionality with regard to
cross-national distance and insufficient explanation with purely cultural indicators persists,

even though culture is analyzed in a very multi-dimensional manner.

Tung (2008) further criticizes that the frameworks and underlying conceptual foundation of
Hofstede and GLOBE make two false assumptions: first, the assumption of cultural
homogeneity, and second, the assumption of cultural stability. While Hofstede has
acknowledged a certain dynamism of cultural contexts over time, culture continues to be
defined as a very stable construct that changes only slowly and under high external influences
or costs (Hofstede, 2011). Tung (2008) distinguishes between the cultural and technological
imperative with regard to the statics of culture. According to the cultural imperative,

particular cultural expressions of individuals can be changed at different rates. Similar to an
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onion model, important and robust core values and beliefs lie in the middle, with more and
more layers of more quickly changeable and dynamically adaptable cultural attributes lying
on the outside. Hofstede similarly acknowledges this dynamic (Hofstede, 2011). According to
Tung, however, the technological imperative does not find its way into Hofstede's and
GLOBE's considerations. Consequently, the further globalization of goods through cross-
national interactions, migration and an expanding global workforce would lead to cultural
blending, in which cultural differences would be washed out over time and new sub-cultures

would emerge.

Similarly, Détsch (2016) sees culture rather as a multi-layered construct that evolves over
time due to increased interactions among people from different national and cultural contexts.
In addition, there is an enormously high level of intra-cultural developments. For example,
table 1 (country clusters) shows that in the course of the GLOBE project 62 nations were
grouped into only ten country clusters and up to nine nations are classified in a single
configuration with identical cultural values. In addition, this superficial distinction of cultural

contexts does not consider the interaction of the relevant countries.

According to Tung (2008), cultural values are caused by external events. These external
events are not limited in the number of times they occur or the speed of their impact. Wars,
forced displacement, or socioeconomic drivers can lead to rapid cultural blending in the wake
of an interconnected world and rapidly accessible resources, making it increasingly difficult
to attribute certain behavioral patterns or cultural dimensions to specific cultural groups

(ibid.).

Ditsch (2016) further provides criticism for the lack of distinction between national culture
and professional culture. In Hofstede's and GLOBE's conception, primarily cultural influence
is the determinant that provides for firm behavior in cross-border relations and management
of people. The question of how MNCs internally, but also externally influence culture as well
as its development in certain contexts is disregarded. Accordingly, "[...] the relationships
between culture and its impact on management [...] remain speculative and based on
plausibility considerations" (Kutschker & Schmid, 2011, p. 775). This aspect of the
relationship between culture and MNCs is addressed, among others, with diversity

management and defines the content of the following chapter.
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3.2. Diversity Management

International business research, especially on interactions of MNCs in multi-cultural settings,
has long been concerned with the impact of high cultural diversity in the workforce, among
partner companies, customers or other stakeholders. Over time, competing views have
emerged, each attempting to explain how diversity is either harmful or beneficial to
organizational outcomes and — of relevance to this paper — innovation performance (Mello
& Rentsch, 2015). Diversity can be understood as the distribution of differences among
members of a certain group with respect to specific attributes (Czerny et al., 2011).
Geopolitical, social, economic, and technological advancements in recent decades have led to
new approaches and opportunities for culturally diverse people to engage with each other.
The complexity of integrating this diversity defines one of the main challenges of MNCs
(ibid.). The multitude of different experiences, views, and approaches of culturally diverse
environments are associated as an important driver for inventiveness, intelligent problem
solving, and creativity (Mitchell et al., 2017). This is contradicted by higher costs due to
slower processes, adaptation measures, cultural trainings, or increased conflict and
coordination efforts (Sherrerd, 2019). Accordingly, diversity can be viewed from two

perspectives.

3.2.1. Cognitive Diversity

According to Miller et al. (1998), the term cognitive diversity (CGD) initially encompasses
the range of team member characteristics, such as expertise, experiences, or views. Culture
has an influential effect on cognitive experiences and attributes, making cultural diversity an
effective variable on cognitive diversity (ibid.). Following Bender & Beller (2016), the
influence of cultural background on cognition is widely discussed in psychology, whereby the
content of cognition in particular — 1i.e. values as well as behavioral patterns and
communication — is certainly influenced by the cultural context. The cultural background
provides a set of beliefs and values that guide our behavior, attention, and interaction with
other people and collectives in dynamic contexts (ibid.). In this regard, human cognitive

processes are always dependent on the environment and action, which is why they may differ
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in different contexts. Moreover, cognitive processing is trained with continuous confrontation
with information input (ibid.). This diversity of cognitive formatting and adaption of specific
situations defines the advantages for MNCs, which may eventually result in more discussion,
learning opportunities and knowledge creation (Mitchell et al., 2009; Horwitz & Horwitz,
2007). Consequently, cognitive diversity theory represents a viewpoint from which the
benefits for innovation performance and organizational outcomes predominate. Building on
this, Sherrerd (2019) finds that well-functioning teams with high cultural diversity offer a
pool of creativity and innovation, which is why they are able to outperform homogeneous
teams when collaborating (Mello & Rentsch, 2015). In the same way, however, it must be
emphasized that the approach of cultural diversity and its integration must be manifested in
the firm's vision and strategy. Reynolds and Lewis (2017) further find that cognitive diversity
also affects an extended learning process and diverse teams can outperform homogeneous
units after a period of adaptation. According to Mitchell et al. (2009), units that value diverse
values and backgrounds are more likely to raise and discuss alternatives, allowing diverse
teams to have a significant impact on the work environment and the degree of inclusion
through a high degree of CGD itself (ibid.). This is related to the fact that a state of increased
disagreements and low cohesion due to cultural differences can lead to groupthink being
prevented and previously unchallenged ideas coming to fruition (Miller et al., 1998).
Consequently, a certain level of discussion is in the sense of knowledge creation, whereby
discussions increase the understanding in the team and a cultural learning process is
facilitated (ibid.). At this point, however, emphasis should be placed on the management and
the distinction between constructive and destructive discussion. If insufficient attention is
paid to the coordination of these influencing variables, cultural diversity ends in slower

processing, higher costs and in-group conflicts.

This is illustrated by the reasonable view that high degrees of diversity can lead to
communication failures and conflicts (Miller et al., 1998). According to this perspective,
culturally diverse individuals are so strongly influenced by their views and behavior patterns
that a coexistence of highly diverse groups complicates integration (Mello & Rentsch, 2015).
The similarity-attraction paradigm, social cognitive theory, and social identity theory,

emphasize that high diversity can inhibit organizational performance.
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3.2.2. Similarity-Attraction Paradigm

The similarity-attraction paradigm addresses the tendency of individuals to feel attracted to
people who resemble themselves or have similar views, values or personality traits (Byrne,
1997). In this regard, Byrne et al. (1986) find that individuals initially screen subjectively
negative characteristics in order to eventually make the most appropriate choice from a pre-
selection when deciding on relationship building. In terms of this two-stage process,
dissimilarities, negative attitudes, or physical unattractiveness are used to exclude certain
groups of people before positive characteristics and similarities are used to create a sense of
belonging in the second stage (ibid.). Heine et al. (2009) primarily identify positive feelings
of rewarding interaction as a main driver for the similarity-attraction effect (SAE), the
majority of which occurs among similar individuals. In addition, individuals have an
emotional need to be liked by others, which is also more likely to be shared by similar

individuals (ibid.).

However, the similarity-attraction paradigm faces the criticism that subjective decisions are
based on a variety of information and that people constantly cope with situations of
incomplete information (Heine et al., 2009). Individuals make use of so-called heuristics, i.e.,
short-cuts to make a decision based on previous experiences and stereotypes in a simplified
data situation when information is insufficiently available in diverse contexts (Kahneman,
2002). Furthermore, SAE has been studied almost exclusively in a specific cultural context
(USA). Transferability across cultures is questioned by Heine et al. (2009), who add a

cultural lens to a sociopsychological subject.

Comparing Canada and Japan, the authors find that similarity is not equally attractive in all
cultural settings (ibid.). The two-stage process of relationship building according to Byrne et
al. (1986) continues to be valid, but the evaluation of criteria is based on a different
understanding of attractiveness. Accordingly, reasons such as a lower relational mobility, i.e.,
a lower level of opportunities for relationship building, as well as a lower self-esteem are

reasons that lead Japanese to regard similarity as less attractive (ibid.).

These findings show that negative effects of SAE on multi-cultural teams may vary
depending on the cultural context. Moreover, cultural blending further reduces the importance

of such interaction. Differences can change dynamically, making it increasingly difficult to
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assign specific cultural characteristics. Consequently, it becomes clear that determinants that
trigger negative or positive effects on organizational performance through cultural diversity
must be made dependent on the context and that a universal prescription of characteristics in
the sense of such theories is to be considered equally critical as a general assignment of

cultural characteristics by national borders.

3.2.3. Social Cognitive Theory

Cultural diversity can be further addressed from the perspective of social cognitive theory
(SCT), which also emphasizes a primarily detrimental influence on organizational outcomes
of MNCs. Initiated as the social learning theory by Albert Bandura and further developed in
1986 as the social cognitive theory, it explains how individuals acquire and sustain behavior
while simultaneously considering the social environment in which people execute this
behavior (Bandura, 2001). According to this theory, the way in which people learn such
behavior is determined by past experiences and values, as well as their expectations of a
certain environment, making SCT highly relevant for the relationship of cultural diversity in

business units to the innovation performance of MNCs.

Following Bandura (2002), SCT assumes a role in which human behavior is analyzed from
an agent view with respect to adaptation and change. This behavior derives from three
dimensions: (1) personal agency, in which behavior is performed individually, (2) proxy
agency, in which individuals achieve desired outcomes by influencing others, and (3)
collective agency, in which behavioral patterns serve the common good and the achievement
of collective goals (ibid.). The bridge to cultural diversity is built by the fact that the
combination, extent, as well as blending of these three determinants varies cross-culturally
(ibid.). Based on this, individuals act as agents who both influence and are influenced by their
environment. In order to be able to make decisions when information is limited, individuals
make use of heuristics and stereotypes in the context of SCT (Bandura, 2005). Accordingly,
other people and groups are categorized and even discriminated against on the basis of

external or demographic characteristics such as sex, race, gender or ethnicity.
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The most significant mechanisms of human agency are beliefs and personal efficacy
(Bandura, 2002). Beliefs represent robust values that individuals bring from their cultural
context and shape their conception and understanding of the world. Self-efficacy can be
described as a person's trust in being able to perform desired actions independently, even in
severe circumstances, based on his or her own competencies (Vinney, 2019). Behavioral
capability further describes having the understanding and ability to perform a particular
behavior. According to Bandura (2001), these are the basic requirements for observational
learning, whereby people observe other behavior in a certain environment and, with
behavioral ability and self-efficacy, are able to imitate behavior. According to Luszczynska
and Schwarzer (2015), the extent to which a person adopts an observed behavior depends on
motivational processes, which in turn are determined by expected outcomes. Accordingly, an
expected punishment of certain behavior may lead to not executing it despite observational
learning and a high behavioral capability and self-efficacy. Furthermore, the decision for or
against a particular action can depend on high contrast to one's own values and perspectives.
This implies that culturally diverse units are confronted with the challenge of integrating
strongly divergent views into a goal-oriented and uniform behavior in the interest of the

company.

Besides self-efficacy, which determines human functioning through cognitive and
motivational processes, Bandura introduces the importance for collective efficacy, which can
be defined as an "[...] emergent group-level property that embodies the coordinative and
interactive dynamics of group functioning." (Bandura, 2002, p. 271). According to this,
collective efficacy results from the self-efficacy of participating members, but differs in some
areas. People's shared beliefs in their collective efficacy is equally dependent on the degree of
collective effort and consequently creates an atmosphere of cooperation. Based on a high
degree of interconnectiveness due to advancing ICT and increasing cross-border interactions,
a strong sense of collective efficacy is needed to integrate these dynamics profitably in
society and business and to exploit the potential of a culturally diverse workforce (Bandura,

2002).

As in the context of the similarity-attraction effect, however, social cognitive theory raises the
question of cross-cultural generalizability. Earley (1993) conducted a comparative study of

self-efficacy and group productivity in the United States, China, and Hong Kong and found
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that managers achieved the highest personal efficacy and group productivity when their
personal beliefs and orientation corresponded to the organizational social system. Americans,
who according to Hofstede tend to be collectivist, had the highest performance in a group-
oriented setting, while Chinese individualists showed the highest output in an individualistic
framework (ibid.; Hofstede Insights, 2022b; Hofstede Insights, 2022¢). However, personal
orientation was a main driver of the effects, thus contributing intracultural diversity as an
important aspect in the context of SCT. It is this intracultural diversity, in turn, that often
results in misleading generalizations and individuals no longer defining human behavior as

socially situated and contextualized.

Further criticism of SCT appears in the fact that although cultural dynamics are
acknowledged as a driver for learning processes and adaptation, SCT assumes that changes in
the environment necessarily result in changing behavior of operating actors (Bandura, 2005).
SCT provides the foundation for learning processes, but motivational processes of a cognitive
nature determine the execution of behavior. Cultural influences can be very robust depending
on their origin — this component of motivation is strongly neglected by SCT. Furthermore, it
remains unclear to what extent the influencing mechanisms of person, behavior and

environment interact.

3.2.4. Social Identity Theory

The question of identity concerns science, but also each person individually. The issue of
defining who you are, what you represent, or who you want to be is familiar to every child
from an early age. In the context of IB, stakeholders are just as often exposed to this question.
Every organization represents certain values and develops an identity that is to be carried and
embodied by its employees, but also by its customers. In the course of cultural globalization,
MNCs are inevitably confronted with the situation of understanding and integrating different
identities — relating to customers or employees. The concept of identity as well as the social
identity theory (ICT) is therefore closely linked to culture in that it assumes that people place
themselves in relationships in which they assign a certain group or cultural background.
While Tajfel's (1981) social identity theory focuses primarily on psychological motivations,

the similar, further developed self-categorization theory by Turner et al. (1987) focuses on the
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cognitive mechanisms that lead to the categorization of individuals, thus following the
argumentation of the cognitive theory but coming to different conclusions. However, both
theories are comparable in the essence of the statements and vary mainly in the perspective as

well as the origin of social identity development.

Tajfel's social identity theory accordingly describes cognitive factors as the basis, with
motivational influences as an additional dimension, through which individuals categorize and
internalize group labels as their own identity (Huddy, 2001). This assignment to a cultural in-
group also leads to cognitive processes that result in discrimination against out-group
members — including collective settings (ibid.). Examples of this phenomenon can be found,
for instance, in children of an ethnic minority who, in the context of their sports clubs or
school classes, constantly describe themselves as being part of this ethnic minority. Mullen et
al. (1992) found that this form of group salience even leads to the further development of in-
group bias. Furthermore, in the question of identity, a distinction must be made between
personal and social identity (Brown, 2000). While a high level of control is felt in a private

situation, behavior in the group is increasingly determined by category-based processes.

Turner and authors (1987) develop in terms of self categorization theory primarily the
cognitive origins of identity development. It shifts the conventional categorization of
members of a grouping to a blurred perception in which some members are seen as typical or
more superior with better fulfillment of traits and characteristics. Lakoff (1987) defines this
behavior using prototype theory, which generalizes social traits equally to stereotypes and
suggests an ideal-typical attribution of characteristics to a particular group as positive or
negative (ibid.). As a result, personal perceived similarity to these prototypes of particular

groups has considerable influence on the development of social identities.

Furthermore, self categorization theory affirms that an attribution of social identities is
strongly context-driven and implies that salient self-categories as an intrinsic variable
depends on characteristics such as age, gender, or other cultural influences and can
dynamically adapt to new contexts (Trepte, 2013). This supports the definition of culture as
heterogeneous, context-dependent, and flexible, and further implies a great potential of
cultural adaptation and diversity with regard to the question of social identity. Based on

Brown (2000), individuals consequently face a variance between personal and social identity,
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in which individuals may have to change between these identities and adapt to the context in
each case (Stets & Burke, 2000). The degree of this changing mechanism depends on the
correspondence between personal and social identity. Consequently, the dynamics of culture
and social identity is an interplay in which social identity reacts as highly responsive to social
comparative contexts and group prototypes vary across ideal-type attributes and social trends

across social settings and can lead to further identity shifts in different cultural environments.

Tajfel (1981) further considers motivational influences, which are grounded in cognition, as
formative beyond cognitive processes. Accordingly, when assigning an identity, the origin of
certain groups must also be considered and a distinction must be made between high-status
and low-status groups. This implies that outsiders face a greater challenge to become part of a
desired group than in-group members who have already grown up in this social identity
(ibid.). This indicates that people with a different cultural background are confronted with the
task of integrating and that the success of this integration depends on their own measures on
the one hand and on the receptiveness and willingness of in-group members on the other
hand. Studies show that people with high self-esteem are more often part of the in-group and
tend to exclude out-group members to protect their own group standing (Huddy, 2001). Out-
group members subsequently perceive a necessity to enhance their own group characteristics,
which, if not successful, may even lead to a denial of out-group membership and identity
(ibid.). These ethical considerations play a significant role in identity formation, the extent of
adaptability as well as integration. The question of the impact of cultural diversity
management in the context of innovation performance is therefore dependent on the
organizational capability to create a space of social identity in which barriers are reduced and
integration is promoted and the shift of personal and social identity can succeed in the sense

of corporate success and all actors involved.

3.2.5. Resource-Based Theory

Cognitive diversity theory, the similarity-attraction paradigm, SCT, and SIT are selected
psychological frameworks that provide a perspective on the potential of influencing firm
outcomes by explaining the behavior of individuals from different contexts through cognitive

processes. Resource-based theory (RBT) reflects an approach from IB research, according to

39



which cultural diversity can be defined as a strategic tool for sustainable competitive

advantage (SCA) (Barney et al., 2001).

In this context, the focus of RBT addresses the underlying question of the composition of
resources that MNCs use to achieve performance heterogeneity in different contexts (Yang &
Konrad, 2011). Accordingly, companies have physical, financial, human, and corporate
capital resources that are bundled in the course of organizational activities and are intended to
lead to SCA within a specific configuration (ibid.). A sustainable competitive advantage is
created only by those resources that are valuable, rare, imperfectly imitable and non-
substitutable (Barney, 1991). Valuable resources enable a firm to generate and implement
strategies that improve efficiency of own actions. Rare resources are further defined by the
criterion that they are not simultaneously possessed by a wide range of firms or competitors,
which can give them a competitive advantage. Imperfectly imitable resources appear as
resources that are difficult to obtain, often due to causal ambiguity or high social complexity.
However, only those resources lead to a sustainable competitive advantage that are also not

substitutable, i.e. that appear on the market without an equivalent (Barney et al., 2001).

For long-term competitiveness, innovation-driven industries such as the automotive industry
are characterized by the need to generate SCA and differentiate themselves from the
competition. However, innovations have to be created, and do not emerge through natural
processes or are given. Human resource is critical for innovation performance in terms of
imperfectly imitability and non-substitutability, which means that a high level of expertise in
the workforce can be defined as a potential driver for SCA (Kochan et al., 2003). Due to high
diversity in backgrounds, problem-solving, and expertise, multi-cultural teams offer great
opportunities to generate this SCA (Czerny et al.,, 2011). Barney and Wright (1998)
emphasize the high relevance for MNCs of having complex system-level intangible resources
that come into play through the interactions of individuals in complex environments. System-
level resources are defined as organizational capabilities that occur only in relationships and
therefore cannot be imitated by competitors at all or only under very costly conditions

(Czerny et al., 2011; Barney, 1991).

Nevertheless, there are companies that are less aware of the potential of multi-cultural teams

and underestimate their value (Yang & Konrad, 2011). Others overestimate the value and get
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into the situation of overspending for cultural diversity management (ibid.). Consequently, it
is important to build diversity management as a firm capability and valuable resource itself,
which can be used to respond appropriately to context-specific situations and to practice
diversity management when it is necessary and serves corporate purposes (Kochan et al.,
2003). The outcomes of diversity management practices are thus highly dependent on one's
own understanding of diversity management and the knowledge of when such practices
create value. The development of cultural capabilities such as CQ through cultural training as
well as other inclusive measures such as the development of a trust base in the team, a
feedback culture as well as high procedural justice is therefore required (Lubiano, 2019; Foss
et al., 2012). Consequently, appropriate and effective diversity management has the potential
to trigger organizational outcomes such as lower costs, higher innovation and greater product

differentiation (Kochan et al., 2003; Czerny et al., 2011).

Due to organizational change such as more dispersed units and R&D centers around the
globe, market-specific product requirements in the automotive industry and a highly
globalized workforce, MNCs in the German automotive industry find themselves in a
dynamic and highly competitive environment. Flexibility and change as well as great
innovation pressure therefore indicate a strong dependence on diverse teams, since multi-
cultural teams have a higher potential for adapting to contexts, trends and requirements more
quickly (ibid.). According to Teece (2014), this form of adaptation to dynamic environments

for the benefit of companies is referred to as dynamic capabilities.

3.3. Inclusion

This chapter aims to provide an overview of different dimensions of inclusion in the context
of multi-cultural teams in MNCs and to introduce the development of cultural intelligence
(CQ) as an essential capability for realizing their potential. While most companies recognize
the importance of cultural diversity management as a source of innovation and organizational
performance, due to challenges associated with communication, coordination and conflict
management, many fail to realize the full benefits of multi-cultural teams and generate SCAs
(Chow, 2018). On paper, the majority of organizations are diverse, but to leverage all

untapped resources of skill, talent, and creativity, an inclusive work environment is needed
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that leads to higher team performance through management and team members and goes
beyond simply recognizing demographic statistics (Lubiano, 2019; Hunt et al., 2020).
Inclusion must therefore be distinguished from the term cultural diversity management in that
it is about "[...] developing the organizational capacity to leverage cultural diversity as a

resource [...]" (Roberson, 2006, p. 29).

In this context, an inclusive workplace can be defined as an environment in which cultural
differences of team members are not only recognized, but also how these differences can
contribute to organizational success (Cottrill et al., 2014). Furthermore, an inclusive
workplace is defined by measures that prevent all forms of discrimination and bias and create
an environment in which proactive behavior regarding cultural diversity is encouraged (ibid.;

Bearman at al., 2017).

3.3.1. Cultural Intelligence

The previous chapters have provided theoretical foundations and rationales for the potential
positive (cognitive diversity theory, RBT) and negative (similarity-attraction paradigm, SCT,
SIT) contributions of cultural diversity to organizational outcomes and innovation
performance. MNCs are inevitably exposed to the situation of diverse cultures and therefore
have to develop capabilities how to not only master this context, but how to best use it for
their own benefit. The concept of cultural intelligence (CQ) was initially developed for global
managers who are constantly operating in changing and culturally diverse environments
(Earley & Mosakowski, 2004). For the purpose of this paper, however, cultural intelligence
can also be applied as a key attribute of culturally heterogeneous unit members and managers
— both, in-group member and out-group member, to keep an adaptation phase on both sides
as short as possible and to develop a common social identity based on inclusive practices.
Globalization has changed the configuration of cultural training, and with regard to new
needs such as shorter periods and multi-cultural teams, the development of personal
competencies rather than studying other cultures is at the forefront of MNCs (Earley &
Peterson, 2004). The required speed of action in dynamic environments such as the highly
innovation-driven and competitive automotive industry consequently requires high cultural

intelligence as a social capability in order to be able to exploit and master the advantages of
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cultural diversity and the challenges of a global operating environment. Thus, cultural
intelligence is one of the essential characteristics of highly inclusive MNCs, where leaders
prioritize culture and have the ability to exploit and unleash the benefits of cognitive and

cultural diversity through inclusive actions and high CQ (Sherrard, 2019).

Cultural intelligence "[...] refers to a person's capability to function effectively in intercultural
environments" (van Dyne et al., 2016) and can be defined as the ability to learn from specific
cultural settings for future events. CQ is composed of 3 facets: (1) metacognitive facet, (2)
motivation facet, and (3) behavioral facet (Earley & Peterson, 2004). Accordingly, CQ
represents a further development of social and emotional intelligence, in which a system of
interacting abilities and personal attributes leads to a greater understanding of other cultures
and purposeful, appropriate behavior in diverse cultural contexts and fulfills the principle of
intelligence that emphasizes the adaptability to a certain environment (Brislin et al., 2006;
van Dyne et al., 2016). However, although mentioned personal characteristics provide a basis
for CQ, a high willingness to learn as well as cultural metacognition are essential
prerequisites for high CQ (Earley & Mosakowski, 2004). Metacognitive skills are primarily
characterized by a high level of awareness of cultural differences as well as reflection of
certain behavior patterns and situations (ibid.). According to Thomas et al. (2008) it is critical
for the attainment of higher awareness to reflect situations and to provide education and
active engagement with cultural diversity in the units. The identification of a problem is
followed by the formulation of a strategy to solve the problem, the execution and long-term

monitoring and evaluation of certain behavior (ibid.; Earley & Ang, 2003).

Earley and Peterson (2004) follow this approach, building on the metacognitive facet and
considering the motivational and behavioral facet as elementary for CQ. Individuals would
not only have to understand the attention and knowledge of intercultural environments, but
also feel the motivation to use this knowledge. The authors take up thoughts of the social
cognitive theory, according to which a high self-efficacy is necessary to have the
understanding, by means of motivation, to perform certain behavior and to act culturally
appropriate (Bandura, 2002). This indicates that cultural training can serve as a source of
motivation for expat managers as well as local unit members to increase their own cultural
receptivity (Shaffer & Miller, 2008). High self-efficacy in this context means the belief of

personal capability to understand foreign cultures and to act appropriately and independently
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(Bandura, 2002). The behavioral facet, as the last dimension, is strongly influenced by
personal characteristics. Metacognitive skills, i.e. the attention and understanding of cultural
contexts as well as the motivation to perform certain behavior are of no use if the behavior is
not performed and no actions are taken. In the sense of Hofstede's and GLOBE's cultural
dimensions, one's own cultural background can influence the way of behavior execution,
allowing the identification of tendencies and potentials for high CQ (Earley & Mosakowski,
2004). In this context, CQ leaders possess the competence of all three facets, whereby
cultural influences can tangentially affect the interaction of metacognition, motivation and

behavior (Earley & Peterson, 2004; Earley & Ang, 2003).

The development of high CQ within the team but also at the management level is
consequently an important prerequisite for the inclusion of multi-cultural teams, higher
commitment and trust, higher willingness to share resources, and ultimately greater team and

innovation performance (ibid.).

3.3.2. Dimensions of Inclusion

Bearman et al. (2017) address the difficulty of measuring inclusion in their research. As can
be seen from the previous chapters, diversity can be approached with cognition and
demographics from two dimensions. Human characteristics such as intelligence or personal
experience are difficult to assess due to the strong dependence of context and complexity.
However, Lubiano's (2019) framework defines eleven dimensions of inclusion, which are
categorized into three tiers based on their relevance and occurrence (Table 2). The following
definitions are adapted from Lubiano (2019) and have been paraphrased for the sake of the

statement.

(1) New ideas are welcome

This dimension describes the openness of people to other cultures, mistakes and opinions and
can be described from the organizational view as the firm's ability to adapt to change and
people to fit their environment. Inclusive organizations not only have a high tolerance for

possibly unorthodox approaches and opinions, but encourage people and teams to share them.
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This form of participative safety (PS) is enhanced by multi-cultural interaction and is an

essential component of an innovative environment (Winkler & Bouncken, 2011).

1 - New Ideas are Welcome
2 - Culture of Trust
Tier 1
3 - Leadership Engagement and Accountability
4 - Feedback System
5 - Inclusive Language
6 - Avoiding Groupthink
Tier 2
7 - Well-defined Policies and Policy Enforcement
8 - Conflict Resolution Plan
9 - High Recruitment Steady Retention

Tier 3 10 - Sharing Power

11 - Fellowship

Table 2. Eleven dimensions of inclusion (Based on: Lubiano, 2019).

(2) Culture of trust

A culture of trust is created by team members and managers being honest and acting with
integrity, and by encouraging a positive working relationship. This in turn can lead to higher
motivation and greater commitment to the team. Motivated and committed people tend to be
more willing to share resources such as time, energy and effort and to help the team through
intrinsic motives (Zahra & George, 2002). A strong culture of trust is therefore an inclusive

dimension that can also be essential for the performance of innovation-oriented units.

45



(3) Leadership engagement and accountability

An inclusive workplace is further reflected in the commitment of managers and their
adherence to the same standards as employees at all organizational levels. In addition,

managers serve as mentors and provide a high level of employee orientation.

(4) Feedback system

New ideas must be allowed to be heard, understood and also criticized. This requires a
feedback system, according to which dialogue as a direct but extremely effective
communication system leads to a purposeful evaluation of ideas and approaches.
Accordingly, a strong feedback culture is a key component of inclusion and, as an integral
facet of the innovation process, of fundamental importance for the innovation performance of

companies (Winkler & Bouncken, 2011).

(5) Inclusive language

An inclusive language is characterized by the fact that members communicate without using
expressions that lead to an out-group understanding of other members and thus create an
atmosphere of separate teams. Correspondigly, inclusive language has the potential to
contribute to a sense of cohesion and unity of purpose, and to increase motivation within the

team.

(6) Avoiding groupthink

The dimension of avoiding groupthink contradicts with several other dimensions, as a
groupthink assessment at the same time opposes the development of a unified thought and an
organizational culture. However, a high level of groupthink negatively impacts the ability of
potentially new ideas and approaches to emerge or be heard, which is why minimizing
groupthink simultaneously leads to well-balanced decision-making and an evaluation of all
possible alternatives. The possible benefits of multi-cultural teams in the innovation process

therefore depend on a spirit of differentiation, without discrimination or restriction.
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(7) Well-defined policies and policy enforcement

The personal impression of team members that organizational policies are well-structured and
applied further contributes to an inclusive workplace. According to Foss et al. (2012), high
perceived procedural justice (PJ) is defined as perceived fairness of formal procedures
regarding treatment and benefit of members and leads to less opportunistic behavior.

Moreover, high perceived PJ has a motivating effect and increases team commitment (ibid.).

(8) Conflict resolution plan

Different views or cultural backgrounds invariably hold the risk of escalating into conflict.
Conlflicts can therefore end in counterproductive violence and destruction, but can also lead
to new ideas and unorthodox practices. If the situation requires it, strong conflict

management is consequently part of an inclusive workplace.

A capable system to control disagreements occurs more frequently in diverse environments
and can increase the perceived participative safety of members (Bell & Pospisil, 2017). In
addition, the safety of maintaining a strong conflict resolution plan can contribute to the
development of social competencies such as CQ and welcoming mentalities. Specifically, all
practices that reduce negative tensions from opposing views and methods for conflict

mediation are considered aspects of conflict management.

(9) High recruitment steady retention

This dimension is characterized by the organizational motivation to show a welcoming
environment for cultural diversity and to promote cultural diversity based on recruitment.
Consequently, an inclusive workplace is defined by a high hiring rate and a stable

employment rate in this regard.
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(10) Sharing power

Sharing power defines the willingness of managers to distribute power and autonomy,
contributing to a collective participation in decision-making. Flat hierarchies and perceptions
of influence further increase participative safety and convey trust and the attribution of
competence. Accordingly, the empowerment of individuals with culturally diverse contexts
creates a greater sense of inclusion, increasing the likelihood of realizing their potential in

terms of organizational contributions.

(11) Fellowship

Fellowship complements an inclusive workplace by providing a sense of belonging and
identity. In addition to monetary incentives, it is intrinsic motives like these that lead to a
higher commitment to the team and a higher willingness to share resources. As a result,
fellowship can act as a driver for shorter adaptation periods and lower conflict intensity.
Ultimately, an inclusive workplace becomes defined by the subjective sense of each

individual to feel fervently included and to experience such participative safety.

3.4. Innovation Management

As early as Schumpeter, the view was expressed that new things can only emerge through the
breakdown of old structures. Following the motto that heat is generated only through friction,
the innovation process requires a creative destruction of resources and capabilities in order to

sustainably establish new products, services or processes (Reinert & Reinert, 2006).

Furthermore, the innovation performance of a company can be defined as its ability to create
knowledge and develop new innovations and, on the other hand, to implement these
innovations in a targeted manner in the company, products or services (Seo et al., 2020.).
Consequently, innovation performance depends on knowledge creation and knowledge
integration. The following subchapters provide the reader with an understanding of different
ways of knowledge creation as well as requirements for knowledge integration. The

distinction between these two components is essential for the understanding of innovation
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performance and is addressed again in the sense of the differentiation between operational

and innovative units in this study:.

3.4.1. Cluster & Innovation Systems

Cluster

According to Porter (1998, p. 78), clusters can be defined as "[...] geographic concentrations
of interconnected organizations and institutions [...]" in an industry. This local concentration
of linked actors can feature firms, research institutes, universities and public authorities and is
understood as a highly complex network of resources, people and infrastructure representing

a dynamic source of knowledge creation and innovation (Bittencourt et al., 2019).

For stakeholders, this density of industry-related network partners has positive and negative
implications. Clusters thus offer participants in this network the opportunity to source, access
information and technologies more productively and efficiently, and provide the necessary
workforce (Porter, 1998). This streamlined access to specialized resources and simplified
coordination and transaction across firms consequently leads to a rapid diffusion of best
practices (Porter, 2008). However, the emergence of clusters is linked to a strong regional
dependence on isolated industries (Asheim et al., 2011). Dedicated provision of
infrastructure, economic development, or workforce training and skills development makes
an adaptation-resistant monostructure potentially vulnerable to structural or cyclical crises
(Bittencourt et al., 2019; Prim et al., 2016). Negative examples such as Detroit in the USA or
the Ruhr region in Germany have shown how entire regions can collapse in terms of loss of

jobs and prosperity, resulting in long-term economic consequences.

Technology clusters such as the silicon valley or emerging locations such as Tel Aviv, Israel
are known for their high innovation capability. Studies show that it is not the location itself,
but rather the networks of highly complementary participants that ensure learning,
collaboration and thus the transfer of tacit knowledge leading to the creation of innovations
(Porter, 2008). In addition, strong competition arises, which creates pressure to innovate and
allows companies to become more agile (Porter, 1998). Crucial to the innovation capability of

clusters is the interaction of separate players to gain a competitive advantage through the
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unique combination of resources (Bittencourt et al., 2019). The resource-based view
discussed in section 3.2.6 is therefore an essential legitimator for the innovation capability,
the development and the continued existence of clusters. In this context, the success of such
agglomerations depends significantly on the absorption capacity (ACAP), which will be

discussed in detail in the next chapter (Cohen & Levinthal, 1990).

For the German automotive industry, this means that German automotive clusters benefit
from high organizational heterogeneity and that the specific combination of local knowledge
bases and resources leads to competitive advantages over global competitors. Referring to the
local workforce being a crucial resource factor, the highly needed heterogeneity of
organizational actors could consequently lead to the assumption that a culturally
heterogeneous workforce can also contribute significantly to the innovation capability of the

German automotive industry.

The legitimacy of German R&D initiatives related to local networks refers to the origins of
automotive engineering as an engineering-intensive and, according to Asheim and Coenen
(2005), synthetic knowledge base. Trends such as connectivity, autonomous driving through
Al as well as other ICT-related technologies challenge German automotive companies to seek
innovations outside local clusters and to establish global innovation networks of analytic

relationships (Prim et al., 2016).

Innovation Systems

Innovation systems differ from clusters in that they consider the development of innovations
as the primary focus, whereas the nature of clusters is primarily a network of related
organizations and institutions and brings innovation as a direct consequence (Asheim &
Coenen, 2005). Furthermore, while innovation systems can be regionally focused, this is not
a necessity. In this context, innovation systems consist of very heterogeneous participants,
similar to industry clusters (Corsaro et al., 2012). The triple helix model (Figure 3)
emphasizes the highly connected interaction between different actors of industries and
business networks such as companies, customer and technology centers, but also research

institutes and institutions that define the legal framework of innovation systems and are
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mostly state-owned (Etzkowitz & Leydesdorff, 2000). For the actors involved, innovation
systems consequently lead to better access to external resources as well as extended
knowledge bases, which can expand and positively influence the development of the firm's

core competencies (Corsaro et al., 2012).

Tri-lateral networks and
hybrid organizations

v T

Academia

Figure 3. The Triple Helix Model of University-Industry-Government Relations (Etzkowitz & Leydesdorft,
2000, p. 111).

A differentiation is made between global innovation systems (GIS), national innovation
systems (NIS) and regional innovation systems (RIS). Global innovation systems can be
defined as a globally organized web of collaborative interactions between different
organizations that have dedicated their actions in these networks to knowledge creation and
consequently to the development of innovations (Barnard & Chaminade, 2011). The
distinction between synthetic and analytical regional clusters according to Asheim and

Coenen (2005) implies a variance in the nature of knowledge bases. As technologies become
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more sophisticated, knowledge becomes highly sticky and difficult to transfer. As a result,
specific knowledge bases are developing across the globe, which are becoming increasingly
important for automotive OEMs. OEMs in the German automotive industry have a globally
oriented strategy and possess large capacities for global activities. Furthermore, based on
further cross-border interactions regarding production and sales, these companies are
experienced within the international context and possess essential organizational abilities to
be successful in GISs. These internal factors of German automotive manufacturers and

suppliers therefore make a globalization of innovation feasible.

External factors are determined by industry-specific aspects as well as national and regional
innovation systems (Asheim et al, 2011). National innovation systems are mainly
characterized by a governmental innovation policy, which enables R&D funds, investments
in education and research institutes as well as economic stimulation to attract innovation
(Chaminade et al., 2018). In this context, companies are related to the government and other
national actors of industry, science and financial organizations and are supervised by

institutions, i.e. the legal framework according to laws and norms (ibid.).

Regional innovation systems are mainly characterized by regional networks and external
factors that influence a company and its innovation activities (Asheim & Coenen, 2005).
Again, it is the interplay of institutional frameworks, the provision of capital by participating
financial organizations, and producing organizations such as OEMs and suppliers that
generate innovation through collaboration (Chung, 2002). More concretely, companies in RIS
experience the application of regional innovation policy tools such as business incubators or
science parks, which support local networks and stimulate innovation (Asheim & Gertler,
2005). Consequently, knowledge creation in RIS takes place even more on the basis of
personal relationships, increasing the degree of tacit knowledge and making knowledge
creation on RIS often sticky and less easy to transfer (Martin et al., 2018; Asheim et al.,
2019). As outlined earlier, the development of RIS depends on its degree of absorptive
capacity. Absorptive capacity can be understood as the ability to recognize the value of new,
external information, as well as the skill to assimilate and adapt this information in a new
context (Bittencourt, 2019). However, according to Martin et al. (2018), RIS are not equally
developed by any means. Thus, RIS are primarily differentiated by their organizational

thickness as well as their specificity (ibid.). With global innovation initiatives and
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collaborations in highly specified and organizationally thick clusters and RIS such as silicon
valley, Tel Aviv or Asian regions, German automotive manufacturers have the opportunity to
draw from a pool of local knowledge and attract relevant skills in addition to the advantages

of increased local responsiveness (ibid.).

Although the need for ICT knowledge creation is also addressed and diffused in German
automotive clusters, the high dynamics and specificity of certain technologies requires the
development of global networks of collaboration partners, globally dispersed R&D centers
for greater local responsiveness as well as great ability to integrate this accumulated
knowledge. This process of integration can be defined as knowledge management (KM) and

characterizes the content of the following chapter (Minbaeva et al., 2003).

3.4.2. Knowledge Management

As an essential part of intellectual capital, knowledge management is considered an important
capability of MNCs. The way in which knowledge is created and leveraged into value is
particularly relevant for globally operating companies, which must transfer and distribute
normative values, corporate culture and product-oriented knowledge (Martensson, 2000).
Increasing complexity and strong competitors in the global context of MNCs consequently

demand ever more efficient knowledge management (Awad, 2007).

According to Greiner et al. (2007, p. 4), KM "[...] includes all activities that utilize
knowledge to accomplish the organizational objectives in order to face the environmental
challenges and stay competitive in the market place". Consequently, great KM enables firms
to be faster, more agile and more efficient in external and internal interactions. In this context,
knowledge emerges from the processing of information of a person and is highly context-
specific (ibid.). The premise of information processing therefore implies that knowledge can
only exist in the context of individuals. This leads to the assumption that knowledge depends
on the way individuals perceive, interpret and process information. As discussed in the
previous chapters, culture is an interdependent mechanism in which individuals are
influenced context-specifically, but equally influence culture with their own experiences. This

leads to the assumption that culture influences the way people process information and that
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diverse people with different experiences, values and interpretations in different contexts lead
to a more diverse knowledge base. However, knowledge becomes valuable to an organization
the moment it is transformed into concrete actions, processes or products (Nickols, 2000).
The value of knowledge and knowledge management therefore depends on the ability to

integrate knowledge.

In this context, the concept of knowledge has to be separated. Tacit knowledge represents
person and context specific knowledge, which is bound and therefore difficult to
communicate (Awad, 2007). A distribution of the entire knowledge of a person is not
possible, which is why an imitation of tacit knowledge of a cultural diverse workforce in the
sense of the resource-based view is equally not realistic. Explicit knowledge, on the other
hand, can be codified and disseminated as data (Nickols, 2000). However, it is crucial that
explicit knowledge is based on tacit knowledge and is created through the externalization of
tacit knowledge (Greiner et al., 2007). Consequently, the strategy of how knowledge is
distributed internally depends on what kind of knowledge is at stake. The codification
strategy, characterized by primary sharing of data, is appropriate especially in codable
knowledge contexts. However, due to the importance of tacit knowledge, companies in
innovation-intensive contexts rely on the personalization strategy, which is mainly focused on
direct communication (ibid.). This leads to the assumption that cultural diversity through
greater bases of tacit knowledge leads to a better precondition for innovation, but in terms of
the personalization strategy there are also challenges to manage due to differences in beliefs,
ways of working, and language and coordination barriers. Accordingly, it is primarily tacit
knowledge that is constantly evolving alongside cultural diversity (Earley & Peterson, 2004).
Few industries are more innovation-intensive in the current phase than the automotive
industry (D1 Bitonto, 2020). This confirms the importance of cultural diversity as a driver for

knowledge creation and inclusion as a driver for knowledge integration.

Absorptive Capacity

As already outlined in the context of clusters and regional innovation systems, absorptive
capacity refers to the ability to identify, incorporate and exploit external value in the sense of

corporate objectives through appropriate application (Nowak, 2020). This type of capacity
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applies not only to the context of regional networks but also to organizational units. It is
therefore not an individual characteristic, but a group-level capability that can vary in degree
and potential impact within a company (Cohen & Levinthal, 1990). Organizational units with
high ACAP are characterized by their ability to manage the transfer of tacit knowledge in
innovation-intensive contexts and their ability to combine learning capabilities and problem-

solving (Zahra & George, 2002).

Zahra and George (2002) take up the original conception of Cohen and Levinthal (1990) and
expand the concept of absorptive capacity in the distinction between potential absorptive

capacity (PACAP) and realized absorptive capacity (RACAP).

Accordingly, PACAP contributes to the company being receptive to the acquisition and
assimilation of external knowledge (ibid.). PACAP is correspondingly characterized by the
regulation of external knowledge and ideas generated in the market (Nowak, 2020).
Acquisition is described as the ability to acquire externally generated information (e.g. from
external partners such as startups) (Nowak, 2020). This dimension determines the frequency
as well as the intensity and direction of external knowledge sourcing (Zahra & George,
2002). Assimilation constitutes the second dimension of PACAP and refers to the
interpretation and comprehension of newly acquired information (Nowak, 2020). The way a
company assimilates knowledge determines which external information is considered

valuable and subsequently used for innovation activities (ibid.).

Cohen and Levinthal (1990) similarly underpin the value of knowledge acquisition, but
presuppose the exploitation of the same in their model. In this context, Zahra and George
(2002, p. 190) complement that it is RACAP that must be used as a "[...] function of the
transformation and exploitation[...]" of external knowledge. RACAP therefore aims to
incorporate new information and select internal applications that can lead to process
implementation (Nowak, 2020). Transformation can therefore be seen as capability to
develop processes that combine existing knowledge with new knowledge generated from
acquisition and assimilation (ibid.). Exploitation represents the second dimension of RACAP
and describes the establishment of routines that leverage existing knowledge or new
combinations of transformed knowledge (Zahra & George, 2002). Here, procedural

mechanisms and fixed structures in particular ensure the sustainable exploitation of
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knowledge in the long term and, according to figure 4, lead to innovation performance and

consequently to competitive advantages (ibid.; Nowak, 2020; Jansen et al., 2005).

Knowledge source
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Potential
Acquisition
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Transformation
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Innovation performance

Activation triggers
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Figure 4. A Model of ACAP (Zahra & George, 2002, p. 192)
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3.5. Theoretical Framework

The following chapter follows the intention to provide a further theoretical basis for the
analysis of the study and the development of a conceptual model. Selected empirical results
from secondary literature are discussed and placed in the context of relevant questions of this

thesis.

Cognitive Diversity

As discussed at the beginning of Chapter 3, the impact of cultural diversity on organizational
outcomes can be positive and negative depending on the context. Cognitive diversity, the
similarity-attraction paradigm, social cognitive theory and social identity theory represent a
primarily cognitive-psychological approach, while the resource-based view shows a more

organizational view of cultural diversity as a resource for sustainable competitive advantages.

Miller et al. (1998), regarding the relationship between cognitive diversity and organizational
performance, state that a wider range of employee backgrounds leads to more learning
opportunities. Opposing views lead to a diverse approach to problem-solving and
consequently increase the potential choice of actions and ideas (ibid.; Mitchell et al., 2017).
Mitchell et al. (2009) corroborate these findings with their research that organizational
openness to CGD leads members to engage in debate behavior, which facilitates knowledge
creation. Units with high awareness and value in cultural differences are more likely to
leverage these knowledge resources, allowing teams to affect the level of inclusion through
their own attitudes toward cultural diversity (ibid.). Furthermore, the authors find that high
cognitive diversity, which is significantly influenced by cultural influences, negatively affects
cohesion. Cohesion can be defined as the extent of members affiliation and commitment to a
units collectively pursued objectives (Nowak, 2020). Individuals who have similar values and
beliefs feel more connected, which leads to higher participative safety. With regard to the
innovation process, according to Winkler and Bouncken (2011), a high level of participative
safety is essential, especially at the beginning of the innovation process when it comes to the
expression of ideas and divergent approaches. Consequently, needs for high cohesiveness

conflict with needs for diverse knowledge bases in the innovation process.
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Miller et al. (1998) further find that ideas generated in cohesive teams pass through group
thinking unchallenged and that high CGD opposes this effect resulting in a greater
understanding of colleagues reasoning through discussion. This leads to the assumption that
the management of diverse units and inclusion measures have a greater potential impact on
innovation in culturally diverse units. Furthermore, it can be assumed that culturally diverse
groups with strongly opposing views will have negative effects on organizational outcomes
without management due to slower processing, as well as higher conflicts and barriers.
However, Reynolds and Lewis (2017) find that diverse teams without inclusion measures and
cultural diversity management achieve higher team performance through cognitive adaptation
processes over time. This dependence on the time of collaboration in the context of highly
dynamic markets of MNCs with great innovation and competitive pressures, nevertheless,
outlines a scenario that companies in the German automotive industry should avoid. (Watson
et al, 1993). Proactively addressing cultural diversity management and inclusion
consequently has the potential to reduce the adaptation time of culturally diverse units as well

as associated costs.

Absorptive Capacity

Cognitive diversity influences collective information processing and affects the way units
address organizational problems or innovation activities (Nowak, 2020). The distinction
between PACAP and RACAP from chapter 3.4.2. already implies that certain characteristics
are needed for the acquisition and assimilation of knowledge and others for the
transformation and exploitation of knowledge. Nowak (2020) finds that CGD is positively
related to PACAP. As figure 5a shows, high CGD leads to a higher level of assimilation of
knowledge in the case of low acquisition but also high acquisition. As a positive variable of
CGD, a higher degree of CD thus affects the acquisition of knowledge and leads to a higher
potential absorptive capacity of units. In short, cultural diversity provides potentially
integrable knowledge through expanded knowledge bases and facilitates the conditions for

the exploitation and combination of existing and new knowledge.

Furthermore, Nowak (2020) finds that in the context of RACAP a high degree of

cohesiveness has a positive effect. Figure 5b shows that higher affiliation and commitment to
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units leads to a more efficient transformation of knowledge and consequently to higher

RACAP.

------ Cognitive Diversity Low ———————  Cognitive Diversity High

ASSIMILATION

ACQUISITION Low ACQUISITION High

Figure 5a. The interactive effect of acquisition and cognitive diversity (Nowak, 2020, p. 19)

—————— Cohesiveness Low ————————  Cohesiveness High

EXPLOITATION

TRANSFORMATION Low TRANSFORMATION High

Figure 5b. The interactive effect of transformation and cohesiveness (Nowak, 2020, p. 20)

59



This relationship between CGD and PACAP as well as cohesiveness and RACAP implies that
a similar distribution of effects is to be expected when distinguishing between operational
and innovative units. Innovative teams in the automotive industry such as R&D units,
innovation labs or internal business incubators have the priority of knowledge creation. Based
on the findings, it can be assumed that cultural diversity has more positive outcomes in
innovative units than in operational units, in which the exploitation of knowledge is the
objective. Knowledge exploitation requires the willingness to share resources (Zahra &
George, 2002). According to the literature, this willingness is higher in homogeneous units.
Social identity theory and social cognitive theory explain that homogeneous units have lower
barriers to knowledge flows than heterogeneous units. However, according to Zahra and
George (2002), social integration mechanisms such as cultural training, CQ and inclusion can
induce knowledge sharing (cf. figure 4). Therefore, those social integration measures reduce
the gap between PACAP and RACAP and increase the efficiency of assimilation and
transformation capabilities of the company (ibid.). Based on this theoretical foundation,
inclusion can therefore contribute to the realization and integration of broad knowledge bases

of culturally diverse innovation units to a greater extent.

Furthermore, Chow's (2018) findings of inclusion as a mediator between cognitive diversity
and team creativity as well as firm performance confirm the connection between inclusive

climates and higher team performance.

As outlined above, the willingness to share resources and knowledge is essential for RACAP.
Minbaeva et al. (2003) find that ACAP partly depends on employee's ability and employee's
motivation. This implies that the development of cultural intelligence as well as cultural
training can increase employee's (cultural) ability. In addition, inclusive dimensions such as
high levels of participative safety through a strong trust base and feedback systems have the
potential to sustainably increase employee motivation. Foss et al. (2012) find that high levels
of procedural justice, i.e. the perceived fairness of formal procedures regarding the treatment
and benefits of actors in the firm, has a positive effect on employee motivation. Well-defined
policies and policy enforcement constitutes one of the 11 dimensions of inclusion already
addressed, which leads to the assumption that high levels of procedural justice can also
positively influence ACAP through greater employee motivation according to Minbaeva et al

(2003). Similarly, Gupta and Govindarajan (2000) provide support in their findings that
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inclusion measures can lead to higher knowledge flows between units by improving ability

and motivation and therefore ACAP.

Innovation Process

Winkler and Bouncken (2011) study the influence of the cultural dimensions context, time
and power distance on the performance of global innovation teams. Under natural
circumstances, they characterize cultural diversity as a limiting factor of innovativeness due
to low group cohesion as well as coordination issues, discrimination and social categorization
(ibid.). Although they acknowledge that diverse cultural backgrounds lead to more creativity
and better access to knowledge, they also emphasize the importance of inclusion as essential
in the innovation process (ibid.). Accordingly, a high level of participative safety is necessary,
especially in the early phases of the innovation process, the recognition and initiation phase
(Cooper, 2008). This coincides with the inclusive dimension 'mew ideas are welcome',
according to which every team member can freely express ideas and opposing views, and is
listened to. This leads to the assumption that inclusive measures are particularly valuable at
the beginning of the innovation process. Winkler and Bouncken (2011) further find that the
medium-level diversity dimensions of context and time, i.e. in the directness of
communication as well as accuracy in time dimensions such as punctuality and adherence to
deadlines, have a negative impact on the innovation process at the beginning. However, this
effect decreases over time and is even transformed into positive influences after a team-
internal adaptation and habituation, whereby inclusion can accelerate this process (ibid.).
Furthermore, this process implies a certain dynamic of culture and team-internal learning
procedures with regard to sensitivity and cultural awareness. As discussed at the beginning of
this paper, there are approaches that view culture as static and homogeneous, while others
define culture as heterogeneous, dynamic and highly adaptive in parts. The authors find a
consistently negative influence with regard to power distance, which decreases over time but
remains negative. This leads to the assumption that certain deeps-level diversity dimensions
are less flexible and adaptable than others. This would be consistent with the definition of
culture according to the onion model, in which key core beliefs and cultural characteristics

are very static and do not change in new environments. Other dimensions that appear further
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out, on the other hand, can be influenced, which can consequently be referred to as cultural
blending. This distinction in cultural dimensions also leads to the assumption that not all
dimensions can be influenced to the same extent by inclusive measures. Consequently, high
diversity levels in static dimensions such as power distance should be avoided, since little
change would be achieved by even cost-intensive inclusion interventions. On the basis of
these results, inclusion is particularly important in the early phases of the innovation process,
since good ideas and projects might be destroyed due to communication and a lack of PS

because they have not yet been adapted.

Cost-Benefit Tradeoff

Higher cultural diversity is accompanied by greater complexity in processes, coordination
and communication. Seo et al. (2020) find an inverted u-shape relationship between
geographic diversity and innovation performance (figure 6). The authors argue that the
complexity of increasing cross-border interactions imposes costs that reduce the benefits of
resulting innovation performance (ibid.). Consequently, a cost-benefit tradeoff can be
identified, according to which a maximum innovation performance of the company is shown
at a moderate level of geographic diversity. However, the findings also show that innovation
performance can significantly depend on the extent of collaboration and team composition.
The u-shaped relationship further emphasizes that a combination of knowledge creation and

knowledge integration is most effective for the innovation performance of MNCs (ibid.).

Geographic diversity is substantially influenced by the implications of cultural diversity.
Consequently, these findings lead to the assumption that costs associated with the internal
coordination of cultural diversity as well as the establishment of CQ and an inclusive
workplace contrast with the benefits realized through knowledge creation and innovation.
Based on this, it can be further assumed that culturally homogeneous units cause less costs,
but also result in less knowledge creation due to lower knowledge bases. The distinction
between operational and innovative units further implies that due to the necessity of a broad
knowledge base, the need for cultural diversity in innovation-oriented units is greater than in
operational units. It can be assumed that culturally homogeneous units have less need for

inclusive measures due to fewer opposing views, beliefs and work methods, and that
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innovative units have a greater capacity for inclusion due to ideally greater cultural diversity.

This relationship will be analyzed in the context of this study.
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Figure 6. Inverted U-shaped relationship between geographic diversity and innovation performance (Seo et al.
2020, p. 859)
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4. Methodology and Data Collection

In the following chapter, the author provides an overview of the chosen methodology, the
reasons and rationale for its selection, and the approach to data collection and data analysis
processes. This section is intended to ensure greater transparency and to provide an

understanding of the validity of the following results and analyses.

4.1. Methodology

This thesis aims to generate new insights and contributions regarding the influence of
inclusion on the relationship between cultural diversity and innovation performance of
relevant organizations in the German automotive industry. Based on the theoretical
framework and literature review, a research gap was identified regarding the determinants of
unit orientation and team composition. For this question, it is crucial to obtain an
understanding of social processes and individual perceptions. According to Bell and Bryman
et al. (2015: 356), this ontological position is where "[...] social properties are outcomes of

interaction among people" and consequently difficult to quantify.

For this reason, semi-structured interviews were used as methodology in the course of
qualitative research (QR). Cultural diversity and inclusion can be perceived as subjective
understandings and views of real phenomena that require reflection and attention. Own
experiences and opinions can be formulated more easily in an interview and offer the
researcher the possibility to interact more intensively with the participants (Doz, 2011). In
this context, QR is essential for surfacing contextual dimensions that are abstract, in need of
explanation, and often only accessible at second glance (ibid.). In addition, QR accesses
information based on experiences and stories that are hard to quantify and offers the
possibility to contribute new ideas and approaches for the researcher (ibid.; Piekkari &
Welch, 2006). Consequently, QR is better suited for the purpose of adding the dimension of
unit orientation and inclusion to existing theoretical framework in the context of cultural

diversity.
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On the other hand, legitimate shortcomings such as a more time-consuming and potentially
more cost-intensive elaboration of the results as well as increased demands on the
respondents have to be considered in terms of qualitative research (Robken & Wetzel, 2017).
In addition, qualitative studies are often accused of limited comparability and
generalizability. For the purpose of this study, the issue of generalizability was addressed by
forming homogeneous classes according to unit orientation and team composition in the
sense of categorical generalization, which abstracts concrete statements into general
formulations in terms of these classes and legitimizes applicability to new specific settings

(Mayring, 2007).

The decision for a comparative case study is based on the intention to create added value for
academia, but also for corporate management practice. The subject of this study is difficult to
address from outside the box and requires more in-depth questioning due to the importance of

subjective perceptions of social processes and relationships.

4.2. Data Collection

4.2.1. Data Sampling

The data drawn on for the analysis is based on primary data through ten semi-structured
interviews of corporate experts from the German automotive industry on the one hand and on
secondary data through an extensive literature review on the other. The participants were
selected in a purposive sampling approach in a strategic way based on their organizational

function, with their corresponding organizational units matching the researcher's intentions.

In total, ten participants from six companies were interviewed, all of them being corporate
experts in the industry. Two of the ten participants can be defined as corporate elite, each
reporting directly to their company's board of management in their function. Six participants
can be classified as middle management, while two respondents can be classified as entry-
level professionals. With 10 interviews, there is a sufficient basis to consider different units
from different companies. In-depth interviews of corporate elites are primarily compelling for
the quality of their insights and statements, which is why this form of research is an

appropriate sample size for this thesis (Mayring, 2007).
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The selection of participants follows the intention to interview leading managers and middle
managers equally and to identify possible differences in their perceptions regarding cultural
diversity management and inclusion. Middle managers engage in a two-pronged relationship,
having leadership responsibilities but also their own supervisor. Consequently, they view the
issue from two perspectives. In addition, the selection offers a good mix of operational and
innovative units. The latter were selected on the basis of their contacts with startups and
collaborating partners, among other things, in order to establish a link to innovation pressures

in the industry.

4.2.2. Interview Process

The benefit of semi-structured interviews is to receive a greater understanding and better
descriptions of perspectives and experiences (Bell & Bryman, 2015). In this context, an
interview guide was created that was initially identical for each participant. However, the
format of semi-structured interviewing consistently allowed for follow-up questions and
responses to what participants were saying. In this way, specific issues could be elaborated
and deepened further. Interviews of this type promote the degree of contribution on the part
of the interviewees and lead to rich, thick data, which is necessary for a purposeful analysis

(Robken & Wetzel, 2017).

For better access to corporate elites, it was decided to arrange the interviews via the online
video platforms Zoom and Microsoft Teams. At the time of the survey, the interviewees were
distributed in Germany, and partly in Europe; conducting the interviews on-site would hardly
have been possible within the scope of this thesis with the same sample size. Access to high-
ranking managers would have been difficult under similar conditions. In addition, the time
flexibility of this method led to a higher acceptance of participating as an interview partner.
The respondents were appreciative of the convenience and schedule flexibility and showed a
high level of motivation to attend the interview throughout. Furthermore, this method ensured
that participants were not distracted or influenced by other contextual factors. The interviews
were conducted within a 4-week period (April 07, 2022-May 05, 2022) and lasted between 26
and 57 minutes with an average duration of 40 minutes and 36 seconds. For better

comparability, the interviews were all conducted in the morning during business hours.
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In addition, the interviews were held entirely in the participants' native language. Especially
in QR, words are essential (Piekkari & Welch, 2006). Consequently, the decision of language
was based on the consideration of providing the participant with a harmonious and familiar
environment in which thoughts and statements should not depend on potential language
barriers. The free expression of subjective perceptions is the main priority for this study.
Ultimately, this has positive implications for the accuracy and authenticity of the data. Based
on these considerations, nine interviews were conducted in German and one interview was

conducted in English.

All participants were informed of the public domain of the study at the time of contact.
Subsequently, seven of the ten participants preferred to remain anonymous, which is why
attention was paid during the interview process not to verbalize personal characteristics. At
the beginning of the interviews, the interviewer presented the purpose of the research to the
participants without revealing the content of the questions or further details. According to
Doz (2011), this creates a basis of trust and promotes understanding on the part of the
participants. Furthermore, emphasis was placed on asking open-ended questions in order to
lead the participant into a flow of speech. Based on the interview guide, each interview was
divided into the following parts: (1) demographic background, (2) working environment, (3)
cultural diversity, and (4) inclusion. All definitions were explained for better understanding

and reduction of errors by the researcher.

4.2.3. Assessment of Research Quality

Qualitative research is always considered to lack comparability of results, especially in
comparison to quantitative methods (Mayring, 2007). With regard to the highly context-
dependent statements of the test persons, a universal assertion and generalizability is indeed
difficult. However, it must be questioned which intention the researcher pursues with his/her
study — observing, identifying or measuring (Bell & Bryman, 2015). To analyze and utilize
clear numbers in the form of measurement, qualitative data is insufficient, but for the purpose
of this thesis, the identification of cultural diversity and inclusion in operational and
innovative units of relevant firms, QR is meaningful. Through a thick description of social

settings in comparable contexts, a database is created in the course of this study, which allows
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a transferability to similar contexts. This form of validity is further achieved by triangulation,
combining and integrating previous studies and drawing on multiple sources of data and

empirical literature (Mayring, 2007).

Consistent agreement between the participants' statements and the literature further provides
a certain level of reliability. In addition, a full transcription of the interviews allows for a

detailed analysis and further increases reliability.

4.2.4. Potential Bias and Susceptibility to Errors

This study was conducted by the researcher in all conscience and with the highest possible
degree of transparency and comparability. The aim was therefore to perform the interviews

with the lowest possible susceptibility to bias and the greatest possible objectivity.

Nevertheless, the open-ended nature of semi-structured interviews can lead to various forms
of bias. In the course of the interview, leading questions may be asked from time to time,
which can influence the responses. The degree of this variance is difficult to measure and can
lead to a loss of validity based on how much the interview guide was deviated from (Piekkari
& Welch, 2006). In addition, a situation may arise in which participants prefer to give the
answers that they think will help the most and are most relevant to the topic (ibid.). In this
study, this risk was mitigated in that little information about the topic of the work was
revealed to the participant and no information at all concerning the research question. A
deliberately incorrect answer would have been highly speculative. In addition, participants
were repeatedly advised at the beginning and also during the interviews that truthful and
detailed answers were essential to the credibility and quality of the study. All participants
gave the impression of following this imperative. With regard to possible anonymization,
there was a broad willingness to answer openly and honestly and also to address sensitive

issues of cultural diversity and possible positive as well as negative aspects.

Furthermore, the nature of semi-structured interviews has the susceptibility of errors in the
interpretation of the answers. Questions can also be misunderstood on the part of
respondents, which in turn leads to incorrect or at least off-target responses (Doz, 2011). This

vulnerability to error was reduced by consistently asking follow-up questions in case of
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ambiguity and by having the researcher clearly read out definitions multiple times if
necessary. Furthermore, errors can occur due to poor audio quality of online video platforms
or poor audio recording. However, this was not the case in any of the interview situations.

The transcriptions of all interviews were done in detail and with the necessary time.

Due to the fact that nine of the ten interviews were conducted in German, the native language
of the interviewer and interviewee, and only one interview was conducted in English, the risk
of language bias was greatly reduced. PM Red (2), as a Canadian citizen, wished to conduct
the interview in English, his native language. There was no difficulty in doing so, and it must
be emphasized that under no circumstances did he take advantage of his linguistic superiority
to create an imbalance in the interview. A single time the definition of the technical term
"procedural justice" was misunderstood. However, after detailed and repeated explanation,

this incident can be considered as not influencing the quality of his following answer.

4.3. Data Analysis

With the consent of all respondents, the interviews were recorded as audio files and saved for
the purpose of subsequent transcription. The complete transcription of the interviews offers
the advantage of being able to analyze and interpret what has already been said in more detail
and thus contributes positively to the research quality of this study. Furthermore, transcription
provides the opportunity to integrate direct quotes into the analysis, leading to greater
transparency on the one hand, and better understanding, readability, and attribution of

statements on the part of the reader on the other (Bell & Bryman, 2015).

In the further course of the analysis, the responses of the participants were classified
according to key words with regard to the main topics of this study and transferred into
charts. Findings with high relevance for the development of the following conceptual model
are integrated in the analysis in the following chapter and partly referred to with direct speech
in the continuous text. For maximum transparency, all relevant quotations are also
categorized and classified in charts (cf. appendix). For this purpose, relevant text passages in

the transcripts were translated from German into English where necessary.
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. . . . . Unit
Identification Gender Age Nationality Employer Education Role Orientation
1 | PMRed (1)* Male 36-40 German Red Graduate. Engineer Project Management ~ Operational
years Automotive
IT Consultant 27 German/ Graduate Engineer Software
2 Male . Gold © =g Development & IT Innovative
Gold* years Turkish Mechanics
Consultancy
3 | PMRed (2) Male ;iars Canadian Red Graduate MBA Project Management  Operational
Salesperson 36-40 Trainee Industrial .
4 Red* Female e German Red Clerk Sales Operational
PhD Student .
Engineer 30 Engineering Automotive
5 e Male German Silver . Development Innovative
Silver* years Automotive Aerodvnamics
Aerodynamics v
Head of PM 36-40 Graduate Engineer Head of Project .
6 Red* Male years German Red Automotive Management Drives Operational
Graduate B.Sc. .
7 | IM Blue* Male 26-30 German/ Blue Business Innovation and Innovative
years Greek L. . Startup Management
Administration
P 't Me 26- .
8 (Odmt anager | Female 6-30 German Silver Graduate MBA Product Management Operational
Silver* years
9 | HoR Black* Male 46-50 German Black Graduate. Engineer Tear.n Principal Innovative
years Automotive Racing
Graduate B.Sc. .
10| IM Green* Male 26-30 German Green Technology L EC CIRERRES Innovative
years Accelerator
Management

Table 3. Participants in the study.

* The quotations of these participants were translated from German into English.

Person-relevant characteristics were decoded unless necessary for the purpose of the study. In
addition, names and employers of the participants were anonymized and converted to
pseudonyms in the sense of table 3. This is another measure that significantly increased the
willingness to participate, but in no way affected the results of the study. A pseudonymization
protocol was created for personal use in order to analyze characteristics and associated
statements more clearly. The naming of the participants was based on their occupation as well
as their employer named as a pseudonym (e.g. PM Red or HoR Black). Although three of the
respondents agreed to be named, ultimately all participants were anonymized equally for the

sake of uniformity in this study.
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Table 3 provides an overview of the participants, each in the context of the information
relevant to this study. A classification was made according to gender, age, nationality,
employer, education, current role in their company as well as by unit orientation (operational
vs. innovative), with the classification being derived entirely from the participants' responses.
The introduction to the participants is presented in more detail at the beginning of the

following section.

Furthermore, for the analysis of reported cultural differences, several databases regarding the

cultural dimensions according to Hofstede and GLOBE were accessed.
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5. Results and Analysis

5.1. Data Introduction

PM Red (1)

PM Red (1) is 39 years old, male and has completed a degree in mechanical engineering by
consistently working his way up through the intermediate school certificate and the technical
baccalaureate. Originating from the region of his employer, red is his first and so far only
company he has worked for. Red is one of the largest German car manufacturers and

classifies itself explicitly in the premium segment.

His current role can be defined as project coordinator for overall vehicle projects. He himself

defines his task as ensuring "[...] that everyone does what they are supposed to do".

IT Consultant Gold

IT Consultant Gold is 27 years old, male and was born near Hamburg as the son of Turkish
immigrants. He completed his secondary schooling, his secondary academic studies, his
bachelor's degree in industrial engineering, and his master's degree in mechanical
engineering. As the son of third-generation guest workers, he now finds himself in a very
contrasting social milieu with great differences in terms of standard of living and the adoption

of seemingly self-evident things in everyday life.

As an IT consultant for Gold, which as an "[...] IT service provider develops software and
offers IT consulting and other IT services", the participant currently has "[...] the role of a
product owner". He and his team are "[...] developing a configuration app for a well-known
automobile manufacturer in southern Germany", where the interviewee's responsibility is to
"[...] support the product owner of the automobile manufacturer by iteratively increasing the
value of the product, i.e. from sprint to sprint“. Consequently, IT Consultant Gold does not
work directly for an automotive manufacturer, but contributes to the automotive organization

as an external specialist and supplier of software solutions.
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PM Red (2)

PM Red (2) is 52 years old, male and originally from Canada. With a completed MBA, he
came to Germany in 1999 to take on various roles for his current employer Red. As a project
manager of multiple vehicle projects, he primarily takes on a ,,[...] coordination role" without
having ,,[...] the disciplinary responsibility". Instead, he has the responsibility "[...] to
coordinate activities [of different departments] and to ensure that the jobs are done in timely
fashion". He further defines his role as a project manager as follows: "As a project manager
you have to stand there in front of management and explain why things cost what they are
and how they work the way they do or why they're not working. It's close to management as

you can get without being a manager."

Salesperson Red

Salesperson Red is 39 years old, female and, after graduating from high school, completed an
apprenticeship as an industrial clerk. This makes her the only person in this group of
interviews who has not completed an academic degree. For the past 11 years, the participant
has been employed by the German car manufacturer Red, where she takes on a role in sales.
"Meaning managing yields and revenues — roughly speaking, making money for the
company by optimizing utilization and revenues accordingly. And doing that again

specifically for some particular model line projects."

Engineer Silver

Engineer Silver is 30 years old, male and is currently completing his PhD in automotive
engineering. He originates from Germany and has no migration background. As a working
student, he was able to gain experience in the technical development of aerodynamics at the
automotive company Silver for two years. Silver is located in the southwestern part of
Germany and is considered one of the most important and largest car manufacturers in the
world, placing itself in the premium segment. His main tasks consisted mostly of "[...]

programming various tools." Furthermore, he took over analyses and research for flow
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analyses using CET. The purpose had been to automate these flow analyses, allowing
simulations to be evaluated independently. Consequently, his role was to "[...] contribute to

and further develop this tool.*

Head of PM Red

Head of PM Red is 40 years old, male and graduated with a degree in engineering before
joining his current employer Red in 2010 after two years at Bosch Engineering GmbH. He
has been working in the role of Head of Project Management Drives for just under two years.
In this role, the participant has "[...] overall responsibility for all drive projects at the site in
Hungary" and "[...] reports directly to the board of management for production." This
involves the "[...] supervision and on-time start of the production of engine families so that
these can be handed over to the series supervision of all participating automobile
manufacturers” of the supernumerary group. Head of PM Red can therefore be defined as a

corporate elite.

IM Blue

Innovation Manager (IM) Blue is 26 years old, male and currently working in the business
innovation department of Blue. Blue is one of the 3 largest automotive manufacturers in
Germany and is based in the southern part of the country. The participant is of German
descent, but additionally has Greek roots. With two degrees in business administration and
psychology, the participant can already demonstrate experience in start-up management and
in the start-up scene despite his young age. For Blue he takes over tasks in the area of "[...]
Start Up Evaluation and Start Up Scouting". With the HQ in Germany but further divisions in
the USA, Israel, China as well as South Korea, the main task of this department of Blue is
"[...] to acquire promising start ups in the early stage as a potential supplier for vehicle-

oriented product solutions within the context of a venture client program".
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Product Manager Silver

Product Manager Silver is 30 years old, female and was born and raised in Germany. After
studying economics and working as an intern at Silver, she subsequently joined the
company's sales planning department on a permanent basis. In product management for the
overseas region, she is responsible for Latin America, Africa, Eurasia and a few European
countries for the management of connectivity software. More specifically, she takes care of,
"[...] representing the customer and the markets in the development from a product-customer

perspective”.

HoR Black

Head of Racing (HoR) Black is 47 years old, male, of German-Austrian origin, and entered
motorsport professionally after studying mechanical engineering in automotive technology. In
2014, he joined his current employer Black, in which role he is responsible "[...] for factory
operations in the World Championship in the professional GT class" and consequently holds
instructional powers. With various motorsport teams under his responsibility, HoR Black can

be defined as a corporate elite.

Black, as a German automotive company, is primarily known for its racing history and long-
established models and clearly assigns itself to the premium sports car segment. As an
innovation-driven industry, models of sport-oriented automotive companies with a connection
to racing in particular constantly benefit from developments and innovations in motorsports,
which are reflected in the market-oriented segment with a time lag. For this reason, a look at
motorsport units is equally relevant for a company's innovation performance in the German

automotive industry.

IM Green

IM Green is 29 years old, male, of German descent and joined his employer Green after
completing his bachelor's degree in business administration and graduating from a start-up

boot camp. There, the then 24-year-old was responsible for "[...] the structural change to e-
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mobility and co-design of a start-up unit". As a business developer, he built up a team that
was responsible for the issues of business incubator, venture capital and acceleration for
Green until March 2021 and therefore made a decisive contribution to the company's
innovation activities. As an automotive supplier, Green is the global market leader for
mechanical forged components in automobiles and sells highly demanding performance parts

"[...] to 80-85% in the combustion engine".

5.2. Results

The following chapter consists of the results and findings of the interviews conducted in the
context of unit orientation, cultural diversity and inclusion. Accordingly, the intention of this
section is to provide an empirical basis for the following analysis. In the appendix, all
argumentative quotes are presented transparently. In addition, relationships are illustrated to

the reader by means of figures.

5.2.1. Workplace & Unit Orientation

Unit orientation

In terms of the unit orientation of their team, five of the participants can be characterized as
operational (blue) and the other five as innovative (green) (cf. appendix). In this context,
project management, sales and product management belong to the operational activity
profiles. PM Red (2) (Personal communication, April 08, 2022) considers this "[...]
unfortunate" and adds: "It'd be nice to be more innovative but it's very much operational. You
have a task and it's implementing that task. It's not defining the task." PM Red (1) (Person
communication, April 07, 2022) agrees and recognizes "[...] in the meantime a very tough
separation of roles", in which operational and innovative roles are divided and also due to a
strict cost structure no more resources are available for unrestricted, free innovation. Product
Manager Silver and Head of PM Red see this in two ways and define their role as operational,
but with a strong connection to innovative products such as connectivity software and various

drive projects.
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IT Consultant Gold (Personal communication, April 08, 2022), on the other hand, recognizes
his role as very innovation-oriented, stating that "in the agile environment and in software
development, innovation or innovation engineering is always a very large component".
Engineering can also be classified as a strongly innovative activity from the perspective of
Engineer Silver as well as HoR Black, although HoR Black (Personal communication, April
28, 2022) sees "[...] high operational quality" as the basis for "competing against the other
factory teams" with regard to the complexity and diversity of task areas in motorsport.
However, success depends on "[...] innovation or further development" continuing HoR
Black that innovation is a "[...] necessity [for] being successful in the long and medium
term®. Innovation and start up management is likewise innovation oriented in substance,
although IM Blue and IM Green acknowledge an operational aspect in their role. However,
both differ in the profile of their units. IM Blue (Personal communication, April 26, 2022)
deals "[...] a lot with autonomous vehicles [...] and mobility concepts of the future®. He said
he gets "a little bit zoned in on that with potential startups that have, for example, new radar
systems, new mobility solutions trying to get off the ground”. As IM of Green, a supplier of
mechanical forgings, the focus is less on broad technology sourcing and start up scouting, but

much more specific in the relevant area.

From the results it further emerges that all participants add operational tasks to their role, but

innovative tasks can only be found in some respondents.

Team composition

A conspicuous characteristic with regard to the team composition can be observed in the
follow-up assessment of the results with regard to the fluctuation in the team. Operational
units are designed for longer collaboration than innovative teams. PM Red (1) answers
(Personal communication, April 07, 2022) that "[...] it is beneficial to work together for a
long time". PM Red (2) adds: "When you start to see the team changing regularly, it becomes
very difficult to work together because you always have to go through that process of
storming, norming, then performing. But it's always the storming and norming before you get
to the performing. And it's tough." This implies a high importance of continuous

collaboration in operational activities. He further adds that "[...] staying within the project
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between three and four years. That tends to be the level of consistency [at Red]“. Product
Manager Silver (Personal communication, April 27, 2022) also observes that "[...] team

members stay in the team for three years and then look for something else®.

When looking at innovation-oriented units, the fluctuation diverges. IT Consultant Gold
(Personal communication, April 08, 2022) registers a strong dynamic in the team, which he
explains with "[...] the possibilities and experiences in the consultant area" and with the fact
that "[...] everyone can decide for themselves which project they want to go into®.
Furthermore, IT Consultant Gold recognizes that greater dynamism is valuable to this area for
"[...] motivational reasons [...] in the case of social friction, [...] or for competence
reasons" (ibid.). In addition, projects in the IT sector often last only a few months, after which
a shuffling of teams is not uncommon. Engineer Silver, on the other hand, sees little
fluctuation in aerodynamics development. The reason for this is the specific nature of the
project and the low knowledge density. In addition, "[...] there is also a lot of information
security. So especially when you change from one company to another, it is common that you
get a three-month lockout. [...] that's why people don't fluctuate back and forth like
that (Engineer Silver, personal communication, April 21, 2022). The need for highly
specified expertise as well as sensitive data and potential knowledge leakages consequently

cause long-term collaboration in this unit.

Furthermore, an interesting finding is that all participants stated that they get along better
with some colleagues than with others. This was almost universally attributed to a variance in
personality traits. IT Consultant Gold (Personal communication, April 08, 2022) believes this
has to do with "[...] similar interests, hobbies and background”“. And Head of PM Red
(Personal communication, April 22, 2022) also confirms from his point of view that "[...]

people who think alike [...] are more likeable [at first]®.

Regional orientation

With regard to regional orientation, there are no differences worth mentioning between
operational and innovative units. As PM Red (2) (personal communication, April 08, 2022)

adequately states: "It really depends on the project". Salesperson Red (personal
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communication, April 17, 2022) has "[...] intensive exchange with the sales units in [...]
China, USA, Europe, [...] but also South America and Mexico", and IM Blue receives most
"[...] inquiries from abroad" in the area of start up management. IT Consultant Gold defines
its activity as globally oriented and emphasizes the advantages of the IT language Java,
which is equally valid internationally. And while Engineer Silver is very locally oriented in
the field of aerodynamics and has little contact with foreign units or partner companies,
Product Manager Silver has a strongly global orientation by managing connectivity software

products for various markets.

A special characteristic arises when considering the automotive supplier Green. IM Green has
primarily a local focus with a very innovative role. The cooperation between Green and start
ups is also rather locally oriented due to a "[...] smaller range of products" and a high
specificity in the area of manufacturing and forging as well as the strong local ties of the
overall company. IM Green (ibid.) describes his employer as the largest employer in the
region and as a "[...] medium-sized company from southern Germany" as rather conservative.
He adds: "[...] if you develop a new Al, which is supposed to examine the quality of forged
components very specifically with light field imaging. Yes, then you walk around on the
street in the pedestrian zone and ask if anyone wants to join in. [...] [OEMs], which look
completely internationally and are open to many, many more topics. They have eight, nine

different fields where they are searching."

Consequently, in terms of regional orientation, a line can be drawn between automotive

OEMs and suppliers with specific niche products.

5.2.2. Cultural Diversity

Unit diversity

PM Red (1) (Personal communication, April 07, 2022) notes that "[...] culturally diversity,
then [...] we don't have that as much. You have to admit that as well“. PM Red (2) (Personal
communication, April 08, 2022) comments as follows: "If you count Swabians and Bavarians
as different cultures, then yeah [laughs]. I'm probably the most diverse there [...]". Head of

PM Red (Personal communication, April 22, 2022) is himself an expatriate, but has in his
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Hungarian unit "[...] actually only Hungarians®. He adds, however, that "[...] most of us have
had an expatriate experience somewhere and have either been to Germany or some are also
from Mexico®. In this context, Head of PM Red goes on to report that "[...] it is extremely
noticeable to the people. Those who have had to deal with other cultures, who have lived in
other cultures, act and react very differently*. (ibid.). And Product Manager Silver (Personal
communication, April 27, 2022) also notes that "[...] most [units] were positioned very
homogeneously [...]" and adds, "It would certainly have been even more productive if we had

been more diverse".

Four of the five respondents assigned to innovative units, on the other hand, emphasize
working in a very culturally diversified environment. For instance, IT Consultant Gold
(Personal communication, April 08, 2022) finds, "[...] that we have a Bosnian colleague, one
from Spain, me with Turkish roots, a colleague from Ghana, one from Israel, and three
German colleagues. I'd say we're at our maximum culturally". Equally, however, he
emphasizes the "[...] multicultural area of business" which is mirrored by the unit in a certain
way (ibid.). Engineer Silver (Personal communication, April 21, 2022) also recognizes that
his team was "[...] [culturally] even very diverse." He had "[...] no women on the team." That
was, however, generally the case in engineering. With colleagues from Bali, Argentina and
Bolivia, there were "[...] basically more colleagues with foreign background [...] than German
colleagues" (ibid.). IM Blue also defines its unit as diverse due to the daily and intensive
cooperation with global departments in the USA, Israel and Asia, and HoR Black (Personal
communication, April 28, 2022) identifies a "[...] share of foreigners of 70%", especially in
the engineering of its factory teams, while it is "[...] 20%" among the mechanics. Here,
however, it is mainly colleagues from other European countries "[...] with one Argentinean as
an exception® (ibid.). He justifies this by saying that the density of knowledge is greater in
this way, while at the same time cultural differences "[...] are hardly different", which benefits

mutual understanding.

The one exception in terms of cultural diversity of innovative units is IM Green, who was
exclusively part of very homogeneous teams. He himself has — like the company — "[...] a
very strong connection with his home region". Furthermore, Green had grown rather
conservatively and simply homogeneously as a supplier to "[...] classic industry" and as a

"[...] medium-sized company*.
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However, it is still noticeable that many of the operational, but also innovative units have a
higher level of gender, age and technical diversity. PM Red (1) (Personal communication,
April 07, 2022) states: "If you have a woman in the team, for example, then [the climate] is
immediately different. That is quite important, definitely". PM Red (2) (Personal
communication, April 08, 2022) also sees "[...] a good mixture of women, a good mixture of
young and old" as beneficial. It can therefore be stated that most units have some form of unit

diversity, although this may not always be cultural diversity.

Consequently, a clear tendency can be identified with regard to the degree of cultural
diversity: Based on these findings and adding the results from unit orientation, operational
units are culturally more homogeneous and innovative teams are culturally more
heterogeneous. This correlation can be seen in the figure 7 below, where the categorization is
based exclusively on the interpretation of the statements of all participants. As the trend line
in the graphic shows, companies in the German automotive industry are more culturally
diverse as their innovation orientation increases. The only exception is IM Green, which

reports a weak to moderate level of cultural diversity despite a high innovation orientation.
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Cultural differences

In total, six of the ten participants have experienced cultural or intercultural differences at
their workplace. PM Red (1) (Personal communication, April 07, 2022) described a context in
which a Turkish colleague in his team escalated a conflict regarding adherence to deadlines.
The interviewee characterizes Germans as "[...] the workhorse" and sees "[...] two attitudes of
work ethics clashing" with regard to temporal dimensions such as punctuality and schedule

adherence.

PM Red (2) (Personal communication, April 08, 2022), himself Canadian, on the other hand,
perceived few cultural differences after immigrating to Germany in 1999: "[...] as a Canadian
I feel very comfortable within the German system. I fit in and I understood 'Okay, this is the
health care system and this is how that works and that's how this works'. There was no great
shock". Furthermore, he characterizes Germany as rather reserved and highly long-term
oriented: "You don't get a lot of people in Germany coming and giving you a hug on your
first day [...]. But if you're looking for people that are really solid, if you're looking for people
that are really willing to make a long term commitment to getting to know you, then

Germany is a pretty inclusive place." (Ibid.).

Furthermore, Salesperson Red has already perceived cultural differences between Germany
and Asian countries such as China and Japan, identifying differences in the context
dimension, i.e. the directness of communication. According to this, Asians are less direct and

tend to avoid the concrete expression of facts.

Head of PM Red (Personal communication, April 22, 2022), on the other hand, expresses the
experience that Hungarians are very "[...] human in their approach". The human orientation is
"[...] much more important than the technical level". At the same time, compared to Germans,

Hungarians are "[...] very cautious towards hierarchically higher people".

Furthermore, IM Blue (Personal communication, April 26, 2022) reported strong cultural
contrasts with a founder from the Middle East. On the one hand, punctuality was a problem,
on the other hand, the female head of Blue's department had to face the situation of not being
accepted as a leader by the founder of the start-up under discussion. One should bring the

"[...] right boss", after which the negotiation was "[...] broken off very quickly". According to
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IM Blue, this lack of acceptance of women as authority was a cultural characteristic that he

had already encountered many times in similar cultural contexts.

However, IT Consultant Gold, representative of most of the respondents, emphasized that
they did not want to confirm a stereotype and also highlighted the fact that personal
characteristics also exhibit intercultural variances. Consequently, personality profiles can be
assigned in part to a cultural origin, but they are by no means tenable for general statements

about cultural background.

Confflicts due to cultural diversity

As can be seen from the literature review and theoretical framework, as the degree of cultural
diversity increases, so does the complexity of interaction and consequently the potential for

conflict.

As outlined in the previous section, the results provide insights into the cultural dimensions
of time and context. Head of PM Red (Personal communication, April 22, 2022) also reports
on differences in hierarchical thinking, i.e. power distance, between Hungarians and Germans
and describes: "This is actually the biggest challenge for me here, to be honest. Getting

people to talk openly because they just don't dare to some extent."

Language barriers can be mentioned as the most frequently mentioned driver for culturally
related conflict points, with this being confirmed by four of the ten interviewees. IT
Consultant Gold (Personal communication, April 08, 2022) recognizes language barriers as
"[...] the greatest potential for conflict", but equally restricts his comments and adds that this
is "[...] within limits [because] in the environment where I currently find myself, English is
taken for granted". This comparatively small effect is confirmed by other respondents,
implying that MNCs as globally oriented companies require English as a language. PM Red
(2) (Personal communication, April 08, 2022) adds from the immigrant's point of view that he
himself had linguistic problems, but also saw the task of integration on his own: "So you have
to kind of move a little bit towards the people there. I made the decision to come to Germany.

I have to adapt.”
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Head of PM Red (Personal communication, April 17, 2022) sees the problem of possible
language barriers casually and even considers it an advantage: "It's also practical, because
you think about it: 'How do I get the message across to him as simply as possible? How do I
get across in simple terms what I actually want?"" Consequently, language barriers can also
lead people to think more carefully about an issue and communicate it in a more purposeful
way. However, the interviewee adds that language might also complicate processes. He
himself feels "[...] the added value from diversity and different approaches [...] is so much
higher than the little bit where [one] has to speak a bit slower, where one might [...] have to
ask again." This implies that cultural diversity brings advantages and disadvantages, which

contrast each other in a tradeoff.

Beyond the aforementioned culturally motivated conflict drivers, it is primarily factual
conflicts that are mentioned. Conflicts of interest between departments, competition for
resources or bureaucracy as an innovation killer are aspects that trigger stress in addition to
perceived lack of competence of colleagues and external factors such as "[...] timing or
resource constraints" (PM Red (2), personal communication, April 08, 2022). Especially
project managers are "[...] in the center of a certain distorted image, where resources or
interests are fought over". Here it is important to "[...] find the best solution for the entire

company" (ibid.).

5.2.3. Inclusion

Perceived inclusion

With regard to perceived inclusion, the results show a clear tendency for innovative units that
are equally culturally diverse to exhibit a higher degree of inclusion. However, it must be
noted at this point that operational units that tend to be more culturally homogeneous also
show a good level of inclusion. The correlation of this relationship is shown in figure 8 and

figure 9 below.

Furthermore, it is also noticeable that IM Green was the only participant to report a weak
level of inclusion. All other four innovative units are characterized by a strong degree of

inclusion, while among the operational units three units reported an inclusive work
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environment and two participants perceive their work environment to be inclusive but cannot
observe any corresponding measures. PM Red (2) (Personal communication, April 08, 2022)
describes on the one hand that "[...] there's all kinds of different people and they're all heard
and listened to and accepted. So, yeah, I think it is inclusive." On the other hand, however, he
feels that "[...] there is specific biases within the decision making culture within [our unit]
and that's effecting us negatively. The recommendations that we're putting on the table for the
last four months are being ignored." Consequently, there is a strong focus on operational
achievements and objectives with less emphasis on inclusive measures, leading to lower

motivation.

Salesperson Red and PM Red (1) also perceive a high level of inclusion and no
discrimination, but cannot name any specific inclusive measures or aspects. However, they
always point out that as an "[...] international company" they quickly switch to English when
necessary and do not value comments as negative (Salesperson Red, personal
communication, April 17, 2022). An inclusive language as well as the acceptance of new
ideas are therefore performed. Product Manager Silver (personal communication, April 27,
2022), on the other hand, describes a "[...] strong team cohesion" and mentions "team events
and employee surveys to gather new ideas on how we can give even better feedback. That's
where our managers are very involved, although it's actually already pretty good." She
continues: "They are all people with whom you can talk quite openly, no hierarchical thinking
where you now have to feel frightened, constricted or something, but really a good

relationship."

Respondents from innovative units, with the exception of IM Green, also consistently report a
strong feedback system, great commitment from managers, flat hierarchies and a great
openness to new ideas and approaches. IM Blue (Personal communication, April 26, 2022)
sees inclusion as "[...] a must" and equally important as "[...] a space where you can address
everything. Communication and feedback". Interestingly, he expresses that it is not actively
forced, but arises naturally: "[...] it is not that I see actively that one wants to have this
cultural diversity, but rather that one really wants to activate the specialties, the abilities of
the one person®. This implies a high level of CQ through a natural acquisition of skilled
people on a global basis. Furthermore, it can be inferred from this statement that due to

cultural blending an international workforce exists and one does not have to actively search
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for culturally diverse employees. Furthermore, Engineer Silver (Personal communication,
April 21, 2022) describes the possibility of "[...] submitting hand-sketched proposals of any
ideas", which "[...] are followed up" and also remunerated. And IT Consultant Gold likewise
expresses the possibility of further training measures, which further increases motivation and
employee ability. HoR Black (Personal communication, April 28, 2022) adds that the
maximum transparency in racing results in a strong culture of exchange and error, as well as
direct communication, which contributes to an inclusive workplace: "That's what's so great
about motorsport, that everything is transparent. It starts with the drivers and their data. There
are many systems in the car that monitor the car. In other words, the engineers who developed
it or look after it are also absolutely transparent®. That transparency, which everyone on the
team is used to, requires a great deal of trust, he explained, without which there is no success

on the team.
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The variance of inclusive measures in the units is further expressed that PM Red (1), PM Red
(2) as well as Salesperson Red reported weak motivation. On the one hand this was an
overuse of the term "compliance", on the other hand negative effects due to the current
COVID-19 pandemic with missing compensation mechanisms and finally low motivation due
to internal factors like missing consideration and listening by the management. PM Red (1)
(Personal communication, April 07, 2022) expresses himself in this context as follows: "If
you don't feel like doing something, you just have to say "compliance". It's so hard to refute
anything then, it's madness. Then at some point you're not up for it either." PM Red (2) adds,
"[The project is] not as profitable as it needs to be. And despite showing this four, five, six
times, the top management continues to send the time and says: 'Well, do this and make this'.
At a certain point the team is just done, there's nothing more to look at, there's no more stones
to turn [...]. If management doesn't follow your recommendations, repeatedly, despite really

coming in with some very good argumentation, it becomes very, very disappointing.*
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IM Green (Personal communication, May 05, 2022) falls outside the trend of more effective
inclusion in innovative teams. He himself feels that "management-attention is also insanely
important as intrinsic motivation", which he did not perceive. He reports that he is "[...] a
fairness person. I need to feel that things are fair.". This culture of trust and fairness "[...] then

broke down a bit with the boss," which is why he "[...] took the first step and quit”.

The correlations from figure 8 and figure 9 above show a clear tendency that a high level of
inclusion is perceived especially in innovative, culturally diverse units. However, IM Green
as an innovation-oriented unit is neither culturally diverse nor inclusive. This finding will be

discussed in the further course of the analysis.

Adaptation process

The results indicate a strong cultural adaptability. All respondents except for HoR Black
expressed experiences according to which team members adapt to the characteristics and
working methods of their colleagues. For example, PM Red (1) (Personal communication,
April 07, 2022) describes that after an initial phase with potential for conflict, an adaptation
process takes place: "Well, the colleagues also adapt to each other somehow. I think that
happens after a while. But at the beginning, things could still go wrong, yes. That's what I'm
feeling at the moment." IT Consultant Gold also noticed initial difficulties in the cooperation
of cultural diverse team members and speaks of "[...] initial friction, which arises, but which
continuously improves and which does not represent a strong blocker in the work". PM Red
(2) (Personal communication, April 08, 2022) adds that in a project with an Italian sports car
manufacturer of the same group, "[...] it became sort of a routine [...] that the technical project
leader and myself telephoned everyday". Furthermore, it was about "[...] the experience of
working together that brings a team together. That's a real human, universal characteristic".
However, he also emphasizes the importance of the willingness of both sides to adapt: "Both
sides had to adapt there. It takes time, it takes time and effort and emotion and you have to be

willing to do it" (ibid.).
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Consequently, adaptation processes are not only necessary in culturally heterogeneous
environments, but also in more homogeneous operational units, whereby a greater barrier to

adaptation is implied in culturally heterogeneous units.

Outcomes of cultural diversity & inclusion

As already discussed, cultural diversity has positive and negative potentials that can influence
the unit and consequently organizational outcomes. In view of the respondents' answers, the
chances and positive influences clearly outweigh the negative ones. Above all, the creativity
and new perspectives gained would enrich the work — in operational and innovative units
alike. PM Red (1) (Personal communication, April 07, 2022) finds that it "[...] definitely
[makes] sense [to have] a wide variety of personalities or cultures. [...] I think we can learn
from that before everything is always the same". IT Consultant Gold (Personal
communication, April 08, 2022) adds: "I think it's also very important for oneself, because
you are open to new things and can therefore also take into account many different ways of
thinking and also many different innovations that you don't see at first glance, perhaps so. For
us in the automotive industry now, where we are currently active, we know that the customer
is marketing its products internationally and not just in Germany." Consequently, cultural
diversity is also beneficial in the context of the global focus of MNCs in the automotive

industry, which continues to stimulate the development of personal competencies, he said.

PM Red (2) (Personal communication, April 08, 2022) further recognizes that culturally
heterogeneous teams outperform homogeneous teams. The key here is the management of
different cultures and the establishment of processes that exploit existing potential: "I mean,
if you look at the two best-selling cars, they're both cars that were developed jointly by Red

and Yellow. The Project 1 and the Project 2 work very, very well."

Head of PM (Personal communication, April 22, 2022) also recognizes that personal
experience in different cultural environments supports personal as well as professional
development: "When I come back [to Germany] and have another conversation like the one I

had with the Hungarians, I will of course act differently than I did before. That is simply a
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completely different understanding. [...] you can see that professionally, as well as on a

personal level."

Product Manager Silver (Personal communication, April 27, 2022) also recognizes added
value in "[...] avoiding group think behavior" and HoR Black (Personal communication, April
28, 2022) "[...] definitely finds [cultural diversity] fruitful" and sees a clear connection
between cultural diversity and innovation: "If you were to say I have to make a team of only
Germans, you would probably have people who have mainly worked in German national
motorsports. And then, of course, you're definitely less innovative. That's why I would say

that this internationality is definitely an advantage."

This shows that respondents from operational units with lower levels of cultural diversity also

strive for higher cultural diversity and perceive that the benefits are greater.

5.2.4. Further Findings

The responses of the interviewees allow further contributions to the research question that are
worth mentioning. Accordingly, PM Red (2) (Personal communication, April 08, 2022)
emphasizes that a strict separation of units into operational and innovative is only possible to
a limited extent: "There is not one department or another. Sometimes you find very creative
people in departments where you think, 'How did that person end up there? How did that
work out?"'. Furthermore, his statements imply that the selection and development of team
members strongly depends on the company philosophy and corporate culture. Accordingly,
Red is "[...] a company of engineers for engineers. Red basically thinks that you can put an
engineer into any department and they'll be okay. [...] So we tend to be pretty similar in a lot

of cases". This implies a low level of technical heterogeneity.

Head of PM Red (personal communication, April 17, 2022) acknowledged regarding team
composition and equal treatment in terms of procedural justice that it is difficult "[...] to treat
all people equally". The impression of unequal treatment can therefore vary in different
contexts, depending on the perception of the relevant person. This implies the management of

people in line with the degree of cultural diversity within the unit.
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IM Blue also confirms the current automotive trends of ICT and autonomous driving and
defines start up collaborations as an opportunity to develop new processes as a large
corporation, as well as qualities such as agility and the allowance of a culture of error: "And I
notice that [start ups] sometimes even solve certain problems better than a large corporation.
And I think that's also why Blue works with startups. [...] A start up can adapt to a problem in
seconds. And I notice that with startups, things are much looser. There are not these
hierarchies, these regulations, let's say, that hold back a new implementation, an innovation."
Furthermore, the interviewee emphasizes that the complexity of cars as products allows for a
wide range of possible innovations and that Blue is consequently searching for collaboration
partners on a global basis in areas ranging from connectivity, robotics and logistics to cyber
security and NFTs. Accordingly, it is understandable that "[...] Blue outsources many

functions to start ups" (ibid.).

Particularly interesting is the comparison between IM Blue, who scouts very globally for
innovations in diverse areas, and IM Green, who has a very concrete product portfolio and as
a result scouts more specific knowledge. In addition, IM Green (Personal communication,
May 04, 2022) emphasizes that "[...] the product of [forged parts] is very universal. It's not
like it has to be adapted to any market-specific requirements. It works the same everywhere."
This comparison between automotive suppliers of specific forged parts, which can be
incorporated almost analogously in the end product in various vehicles of various OEMs, and
OEMs, which develop or purchase highly complex and diversified partial products, is

therefore of particular relevance for the consideration of cultural diversity and inclusion.

Finally, it is striking that the current burden of the COVID-19 pandemic is causing social
interactions between team members to be reduced to a minimum. Social distancing measures
such as home office lead to a reduction of contacts to work-related topics. Furthermore, the
lack of presence leads to higher "redundancy" and to the fact that "[...] the mood is worse and
that things are not said immediately" (PM Red (1), personal communication, April 07, 2022).
In addition, the seemingly less controllable home office environment leads to "[...] the people
who tend not to be punctual [coming] even later or not coming at all" (ibid.). A lower
attention span in the context of videoconferencing and home office further leads, according to
PM Red (2), to the fact that "[...] every time you describe something, it's a little different. You

end up having different ideas across the team. That leads to big conflict". This implies that
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the current widespread work environment militates against high inclusion and slows down the

Pprocesses.

5.3. Analysis

This section constitutes the evaluation of the findings from the previous chapter and places

the results in the context of the literature review and the theoretical framework.

Workplace

As can be understood from the previous chapter, the respondents were separated according to
unit orientation. It is noticeable that in terms of team composition and the degree of
fluctuation, operational units are primarily aimed at long-term collaboration. Seo et al. (2020)
address this form of repeated collaboration and find that a high level of repeated collaboration
in the team reduces costs, but is equally less suitable for new forms of approaches or
creativity. Activities such as project management or in sales are characterized by high
consistency, which initiates adaptation processes in the team and team members experience a
greater level of cohesion. In addition, it was emphasized consistently that conflicts on a
personal level would often depend on character traits and that in operational units, people get
along better with colleagues of similar interests if they work together for a longer period of
time. This can be explained by the similarity-attraction paradigm by Heyne et al. (2009),
according to which individuals tend to be attracted to people who are similar to themselves.
While a universal transferability of the SAE to other cultures remains in question, it is
confirmed, at least for Germany, that the SAE has its justification. Following Hofstede's
cultural dimensions, Germany is a country with high long-term orientation, where individuals
and institutions tend to plan for the long term and to be in control. Furthermore, Beugelsdijk
et al. (2017) show that identity formation in Germany takes place primarily through supra-
national cluster and that the country is the only community of countries in the world to
experience greater identity formation from supra-national regions than from national levels.
Again, this underscores the strong ties to regional characteristics and emphasizes the

importance of cohesion in operational units in the German automotive industry. With the
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exception of Engineer Silver, who works in a highly specialized area of aerodynamics and
identified low knowledge density as well as potential knowledge leakage as a reason for low
internal fluctuation, the remaining innovation units are characterized by moderate to high
fluctuation. Especially in dynamic and highly competitive environments, high turnover serves

to avoid conflict and expand competencies.

The first research question related to the connection between cultural diversity and the unit
orientation of specific teams. As can be seen from the results, this question can be answered
by the conclusion that innovative units in the German automotive industry tend to be more
culturally heterogeneous than operational units. This cultural diversity in innovative units is
predicated on the relationship between cultural diversity and cognitive diversity. With diverse
experiences, approaches and values, culturally diverse teams complement each other,
resulting in increased creativity and knowledge creation. As an example, IM Blue, as a start-
up manager, is searching for suitable start-ups on a global basis and is pursuing maximum
knowledge acquisition with internationally distributed departments in culturally diverse

teams.

The connection between higher cohesion in operational units and higher cultural diversity in
innovative units leads to the distinction between PACAP and RACAP. As explained in detail
in chapter 3, innovation performance is strongly influenced by knowledge creation and
knowledge integration. Knowledge creation can be enhanced by cultural diversity, whereby
primarily acquisition and thus PACAP benefit from knowledge through cultural diversity.
Cohesion, on the other hand, contributes to improved transformation and exploitation of
knowledge, and consequently to an increased RACAP of the company. Only a well balanced
distribution of PACAP and RACAP leads to a strong ACAP and consequently to a balance of

strong knowledge creation and appropriate integration of this knowledge.

However, operational units also benefit from avoiding group think behavior and using
unorthodox approaches. They must, nonetheless, avoid interfering in the operational
implementation and integration of knowledge. Provided that cultural diversity in operational
units does not cause higher costs than benefits due to inclusive measures, operational teams
are also better positioned if they are culturally diverse. Some units, such as that of Head of

PM Red or Product Manager Silver, try to achieve this by allowing expatriates to gain
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experience abroad or by integrating new experience from other departments as part of
personnel rotation. In addition, it is noticeable that operational units try to increase cognitive
diversity through age or gender diversity and to compensate for the low cultural diversity in a
way in which fewer inclusion measures are necessary. With similar interests or a similar
origin, a high degree of age and gender diversity leads to similar benefits from cognitive
diversity. However, based on the variance of cultural diversity in operational and innovative
units, it can be assumed that a high degree of cultural diversity causes comparatively greater
knowledge creation than gender or age diversity. This is due to the argument that it is
primarily cultural influences and experiences that are beneficial in the context of globally
operating MNC:s. It can be assumed that a similar capacity for adaptation in complex contexts

cannot be achieved by age or gender diversity with similar cultural backgrounds.

Cultural Absorptive Capacity

It is important to stress, however, that there may be situations where innovative teams have
high cohesion or low cultural diversity. In the case of Engineer Silver, it is a highly
specialized expertise with low knowledge density, in addition to which possible knowledge
leakages would lead to corporate disadvantages. In the case of IM Green, on the one hand,
the company is very one-dimensional and universal in terms of its product portfolio, causing
the organizational focus to become less dynamic and international, and on the other hand, the
corporate values are focused on tradition and local orientation. This conservative nature of
the supplier Green, as well as very specific know-how consequently leads to a lower need but
also lower ability to establish cultural diversity in the company. In the following, I define this

organizational characteristic as cultural absorptive capacity (CACAP).

The figure 10 below is an extension of the model of ACAP according to Zahra and George
(2002). In the context of MNCs, cultural diversity has become an essential source of
sustainable competitive advantage. In this setting of CD as a knowledge provider, the
potential absorptive capacity (PACAP) is increased by culturally diverse units. In other
words, the potential knowledge base is strengthened. The realized absorptive capacity, on the
other hand, defines the actual integrated knowledge. Consequently, only what can actually be

implemented for the company's product or service can lead to a competitive advantage.
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Cultural absorptive capacity influences PACAP, as in Green's negative example, through the
organizational context as a potential knowledge base and strategic orientation, but can also
improve RACAP through the organizational capability of CQ, cultural awareness and
inclusion. The latter includes the social integration mechanisms introduced by Zahra and
George (2002), which can enhance the intersection between PACAP and RACAP. This
dimension is taken up in the concept of CACAP and discussed under inclusion in the

remainder of the analysis.

Absorptive Capacity
PACAP RACAP
Knowledge source Acquisition Transformation Competitive advantage
and complementarity sonilat -
Assxml ation EXPI:’““""" Strategic flexibility
Experience Innovation performance
CACAP
Context
Inclusion

Regimes of
appropriability

Activation triggers

Figure 10. A Model of CACAP (own work, based on Zahra & George, 2002, p. 192)

Cultural Diversity

The interviewees referred to various comparisons with regard to their experiences with
cultural differences in the working environment. Most of the potential for conflict was
expressed in terms of the cultural dimensions of time and context, and to a lesser extent in
terms of possible language barriers. Time and context define the punctuality and adherence to
time as well as directness in communication. According to Winkler and Bouncken (2011),
both dimensions are rather low to medium level dimensions of culture, which are sensitive to

time adaptation. Head of PM Red underlines a strong caution of Hungarians towards
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hierarchically higher persons. Following Hofstede Insights database (2022d), Hungary has a
significantly higher score for the power distance at 46 than Germany at 35. It is appropriate
that the interviewee concludes that the greatest challenge for him is to encourage his
employees to communicate more openly. According to Winkler and Bouncken (2011), power
distance is a deep-level culture dimension and refers to core beliefs. As a result, adjustment is
very difficult and requires the highest level of inclusion to avoid potential conflicts and

promote strong team performance.

As Watson et al. (1993) find, potential benefits of cultural diversity depend on the relevant
time frame. This can be linked to the results regarding an observed adaptation process.
Possible conflicts and costs due to coordination or language barriers are gradually reduced by
mutual understanding, which gives cultural heterogeneous teams the potential to outperform
homogeneous teams in terms of organizational outcomes and innovation performance. As PM
Red (2) described, the most successful projects under his leadership happened in
collaboration with an Italian sports car manufacturer. He himself emphasizes the willingness
to adapt on both sides. This willingness to integrate and accept culturally diverse teams is
reinforced by greater commitment. Motivated employees have a higher willingness to share
resources, which is especially necessary in cultural diverse environments. As noted by
Minbaeva et al. (2003), cultural training can increase employee ability and perceived fairness
can increase employee motivation. Both dimensions have a positive effect on the ACAP of a
unit, which is confirmed by the fact that innovative, more heterogeneous units in this study

perceive a higher motivation and equally a more inclusive workplace.

The RBT also receives confirmation in the results that it is primarily dynamic environments
in which units are more culturally heterogeneous. Companies use CD as a resource to be able
to rely on more innovation and better adaptability in dynamic and highly complex
environments. Consequently, CD at IM Blue is a powerful resource to better adapt in the
global scouting of start ups in different markets and to ensure smoother cross-border
interaction. Engineer Silver also describes a highly culturally diverse workforce as a source
of new ideas, and HoR Black sees cultural diversity as a prerequisite for innovation and long-
lasting success. As a resource that is difficult to imitate due to causal ambiguity and social
complexity, those units make use of cultural diversity to generate a sustainable competitive

advantage in the long term. Increased adaptability in dynamic markets is particularly
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important for OEMs, which is why the development of dynamic capabilities also benefits

from cultural diversity.

Inclusion

As Zahra and George (2002) find, social integration mechanisms can positively influence the
relationship between PACAP and RACAP. With CACAP, 1T have extended this model. An
essential characteristic of CACAP and organizations with great diversity management is

inclusion.

As mentioned earlier, inclusive measures such as adherence to formal processes or high
perceived procedural justice can lead to greater motivation and consequently increased
ACAP. According to IM Green and PM Red (2), the commitment of superiors can also have a
positive effect on intrinsic motivation and therefore lead team members to greater
commitment and a higher willingness to share resources. These effects are essential for an

organization's innovation performance.

Winkler and Bouncken (2011) find that inclusive measures and dimensions such as 'new
ideas are welcome', a strong basis of trust, a good feedback culture or an inclusive language
can contribute to an overall strongly improved participative safety. This is required in the
context of knowledge creation for collecting and developing new ideas. Building on this and
in the context of the findings of this study, it can be concluded that inclusion has a higher
potential for impact in culturally diverse units compared to homogeneous units. Diverse
opinions need to be heard, and conflicts of opposing views need to be avoided and mediated
in a purposeful way. Homogeneous units also benefit from inclusive measures, however,

based on the results of this study, they tend toward more cohesion and harmony themselves.

In the context of the dimensions of inclusion presented in chapter 3.3.2, the results of this
study confirm the order of the dimensions. New ideas are welcome, a strong feedback
system, a solid culture of trust, commitment from superiors through further training and
attention, high PJ and an inclusive language are the aspects that are particularly important to
the respondents on the one hand, but were also mentioned most frequently among the existing

dimensions in the units concerned on the other. Especially four of the five innovative units
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had concrete examples of inclusive measures, while the representatives of the operational
units perceived a mostly high degree of inclusion, yet in some cases could not express

concrete actions or reported some negative aspects.

Social cognitive theory (SCT) addresses how people acquire new behaviors based on
cognitive processes. Through observational learning and required self-efficacy, individuals
learn to observe, assess, and appropriately imitate behaviors in new cultural contexts
depending on their underlying motivation. High inclusion has the potential to accelerate this
adaptive process of observational learning through the development of cultural intelligence
(CQ), i.e., high cultural awareness, appropriately adapted behavior, and the ability to
constantly evaluate. An inclusive workplace leads to greater self-efficacy through strong
perceived participative safety. The development of increasingly diverse countries and
organizations, i.e. cultural blending, creates a strong dynamic of contexts in which
individuals perform observational learning and adaptation processes. It can be assumed that
with increasing complexity individuals internalize the handling of this adaptation process
further and that the negative effects of cultural diversity continue to decrease with time.
While core beliefs and cultural differences remain, adaptability increases, which
consequently leads to a situation where inclusive measures can leverage the potential of
cultural diversity and reduce potential barriers and costs through increased coordination. As
an example, language barriers can be mentioned based on the results of this study. Many of
the interviewees have had experiences with language barriers, but they equally emphasize
that in the context of MNCs an adaptation to English has occurred and that the potential costs

due to slowed down processes are significantly lower than the benefits received.

The same reasoning is admissible for social identity theory, according to which people
subscribe to an identity based on stereotypes with typical characteristics. As the theory
conveys, these identities are variable to some degree. Depending on the context, identities can
adapt and change, analogous to the ascribed characteristics. Social trends or external
influences can consequently change a social identity. This adaptability, in the context of the
cultural mixing argument, follows a development whereby the negative effects of social
identity theory are smaller compared to the advantages and benefits as defined by cognitive

theory.
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It becomes apparent that the variance of the effects of CD diverges with the assumption about
the static and homogeneity of culture. Following the assumption of a stolid culture as
advocated by Hofstede or GLOBE, the negatively associated perspectives of SCT and SIT
hold a legitimate point of view. However, if culture is defined as dynamic and heterogeneous
as Tung (2008) and Berry et al. (2010) do, SCT and SIT lose the argument in the context of
increasing cultural blending. The potential gains in innovation and benefits from CD
outweigh potential costs from coordination and inclusion. The results of this study clearly
tend toward a highly dynamic nature of culture, especially in the context of MNCs. In these
dynamic and adaptive structures of culture, inclusive measures consequently have a great
potential to contribute positively to corporate success and to positively influence the

relationship between cultural diversity and innovation performance.

The discussed connections and relations are revisited in the following section as a conceptual
model and presented graphically. In the context of the theoretical framework, the content of

the following section is solely based on the results and the discussion of this study.

5.3.1. Conceptual Model

Team performance

Based on the results as well as the analysis, adaptation processes as well as associated
additional costs due to coordination, slowed down processes, increased transaction costs in
cross-cultural interactions as well as the establishment of inclusive measures of culturally
diverse teams are dependent on the time frame examined. Van Knippenberg et al. (2004) find
that after a period of adaptation, culturally heterogeneous teams outperform homogeneous
teams and the benefits of diversity outweigh the costs. Figure 11a shows this relationship in
the context of time. According to Watson et al. (1993), the timeframe considered is essential
for the evaluation of this cost-benefit tradeoff. If the timeframe from figure 11a were doubled,
the benefits would clearly outweigh the costs. Figure 1la shows a situation in which
culturally diverse individuals with their universal characteristic of adaptation get used to the

characteristics and working methods of their colleagues and perform a learning process.

99



(high)

benefits

Culturally homogeneous teams

Team Performance

costs

«

(low)

>
>

0 X 1 Time

Figure 11a. Team performance of culturally homogeneous and heterogeneous units in the context of time (own

work)

Figure 11b, on the other hand, shows a situation of strong performance in culturally
homogeneous teams. An adaptation process of culturally heterogeneous teams would cause
too high costs in the relevant timeframe compared to the possible benefits, which is why
homogeneous teams lead to a higher performance seen over the entire timeframe in this

context.

However, the relevance of culturally diverse teams increases with increasing innovation
orientation. Based on the results according to unit orientation, it can be argued that the blue
line of culturally homogeneous teams at t=0 on the Y-axis moves upward with increasing
operational activity and downward with increasing innovative activity. The same principle
applies to the yellow line of culturally heterogeneous teams, but in reverse. As innovation
orientation grows, the yellow line on the Y-axis moves upwards and raises the potential
benefit. This relationship can be seen in figure 11c. A decisive criterion for team composition

in the context of operational or innovative units should therefore be the tradeoff between
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costs and benefits. If costs > benefits, a culturally homogeneous team should be preferred. At
this point, it should be mentioned that other potential drivers of cognitive diversity such as
age or gender diversity are not considered in this model. However, it can be assumed that
these dimensions of diversity also have a positive effect on team performance, although not
as much as CD, especially in innovative units, which are equally associated with lower costs
due to adaptation and coordination. Operational units in this study in particular reported high
gender and age diversity, which leads to the assumption that such compensation for CD also

takes place in practice.
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Figure 11b. Team performance of culturally homogeneous and heterogeneous units in the context of time (own

work)

Figure 11d, on the other hand, illustrates a situation in which the adaptation phase is
accelerated. The breakeven point x is therefore shifted forward in the context of time. This
change can be achieved through the development of personal competencies on the part of
employees and managers, such as cultural awareness and CQ, as well as inclusive measures.

Various dimensions of inclusion can therefore lead to faster adaptation and thus to a great

101



excess of benefits in the cost-benefit tradeoff, especially in a culturally heterogeneous

environment.
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Figure 1lc. Team performance of culturally homogeneous and heterogeneous units in the context of time (own

work)

Consequently, inclusion has the potential to positively influence organizational outcomes,

especially in an innovative context. In addition, it can be assumed that, through long-term

implementation of inclusion, diverse teams will develop these cultural competencies, leading

to consistently high team performance even in the face of high fluctuation. Due to deep-level

beliefs and existing cultural differences, an adjustment phase and associated costs remain, but

these can be significantly reduced.
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Figure 11d. Team performance of culturally homogeneous and heterogeneous units in the context of time (own

work)

Innovation performance

As shown in figure 6 (p. 63), diversity represents a cost-benefit tradeoff. According to this
model by Seo et al. (2020), which serves as the basis for the following concept, a moderate
level of cultural diversity leads to the maximum innovation performance of an OEM in the
German automotive industry due to the distinction between knowledge creation and

knowledge integration in the context of PACAP and RACAP.
In the following, figure 12a and figure 12b illustrate the same relationship.

Due to the equally important role of knowledge creation and knowledge integration in
innovation performance, innovative and operational units are equally important in the initial
setting. As can be seen from figure 12a, the blue line 'innovation performance (1)' starts in y
and has its peak as a reversed U-shape of innovation performance at a moderate level of

cultural diversity. This results from the equally required operational activity, where
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homogeneous teams show stronger performance, and innovative roles, where heterogeneous

teams show stronger performance.

As can be understood from the findings, the impact of inclusion increases with increasing
cultural diversity and consequently increasing innovation orientation. Operational units also
benefit from inclusive measures, but due to fewer cultural differences, values and core
beliefs, an initially higher degree of cohesion is achieved in operational units. The green line

'Tmpact of Inclusion' shows this proportional relationship.

The analysis of the results indicates that inclusion has the potential to exploit the potential of
employees through dimensions such as 'new ideas are welcome', a strong basis of trust, good
feedback and strong commitment on the part of managers, and consequently to improve
innovation performance through better team performance in operational and innovative units.
The yellow line 'Innovation performance (2)' shows this relationship, raising the reversed U-
curve on the Y-axis. However, due to the greater impact potential of inclusion in innovative/
culturally heterogeneous units, the curve flattens more slowly with increasing CD than it
rises. The points y' and y" on the Y-axis demonstrate this shift, with inclusion causing

innovation performance to depend more heavily on culturally diverse units.
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Figure 12a. Innovation performance in the context of cultural diversity and the impact of inclusion (own work)
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Figure 12b. Innovation performance in the context of cultural diversity and the impact of inclusion (own work)

Cultural absorptive capacity

While the analysis of the results shows the need for differentiation between unit orientation,
IM Green has also provided reasons for differentiation between the automotive companies
and their focal points. Green, an MNC as a supplier for high performance forged components
as well as OEMs, distributes its products on international markets with international
production facilities. However, it is a highly standardized product that is appropriate for
customers and markets unchanged. This absence of local responsiveness therefore requires
little or hardly any international R&D activities. On the contrary: due to the specific
requirements with low knowledge supply and rare engineers in this area, the company is

dependent on a local acquisition of expertise. This relationship is supported by strong clusters
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in the area. In addition, Green is very conservative and has a strong sense of belonging to its

home country.

This changed context influences PACAP according to my model extension to include
CACAP. Correspondingly, Green is less receptive to CD due to a less culturally diverse

context and associated weak inclusion with less pronounced social integration mechanisms.

This consideration of CACAP results in a shift of the peak for innovation performance on the
x-axis in this conceptual model (figure 13a). In the case of Green with weak CACAP, the
peak consequently shifts to the left in the direction of cultural homogeneity. Based on the
underlying strategic orientation of the company, homogeneous teams therefore tend to be the
better choice for achieving the highest innovation performance. This is accompanied by the
observation of the respondents in this study that CD is not forced, but develops and
establishes itself in a natural way. The intention of merely following a social or organizational

trend would be counterproductive.

(innovative)

Innovation Performance
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(operational)

Innovation Performance (1)

X x*

(homogeneous) Cultural Diversity (heterogeneous)

Figure 13a. Innovation performance in the context of CACAP (own work)

The shift of the peak of innovation performance from x to x' from figure 13a (dotted yellow
line), on the other hand, shows the setting of a company with a high CACAP like Blue.
Technology scouting is conducted on a global basis with various innovation initiatives and

collaborations, and the units are as heterogeneous and international as possible. This culture-
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oriented context and strong inclusion shift the peak of Blue's innovation performance on the

x-axis in the direction of cultural heterogeneity.
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Figure 13b. Innovation performance in the context of CACAP (own work)
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6. Conclusion

The aim of this thesis is to investigate the potential impact of inclusion on the relationship
between cultural diversity and innovation performance in the context of unit orientation in the
German automotive industry. The findings show a positive relationship between cultural
diversity and the unit orientation toward innovation. Hence, innovative units are culturally
more heterogeneous than operational units. Furthermore, it was found that innovative units,
which are equally more culturally heterogeneous, show a higher degree of inclusion. This is
due to the greater impact of inclusive dimensions on culturally diverse units, as homogeneous
teams naturally generate a higher level of cohesion and harmony. However, this
simultaneously reduces the range of creativity and potential innovations. It was also found
that cultural diversity is accompanied by an adaptation process, which on the one hand is a
natural progression, but on the other hand can be accelerated by inclusive measures.
Depending on the time frame considered, which tends to be shorter in innovative units than in
long-term oriented operational units due to higher fluctuation, inclusion can reduce the costs
from potentially slowed processes and cross-cultural interactions and increase the benefits by
developing CQ and establishing inclusive dimensions such as feedback systems, a strong
basis of trust and providing a high level of participative safety. Especially in the highly
dynamic and competitive environment of the German automotive industry, inclusion thus
represents a valuable organizational capability for OEMs. Furthermore, the findings of this
study confirm the distinction between knowledge creation and knowledge integration in the
context of PACAP and RACAP and allow an extension of the model by the dimension of
CACAP. Through the parameters of context and inclusion, the cultural absorptive capacity of
companies influences both PACAP and RACAP and consequently has an impact on the
innovation performance of corporations considered. In this context, it was also found that
innovation performance is enhanced by the positive impact on both, operational and
innovative units. However, inclusion was identified as having a greater impact in culturally
heterogeneous units. By differentiating among units by orientation, it can be seen that cultural
diversity does not have the same impact on innovation performance in every context, nor
does inclusion have the same impact on this relationship in either context. Beyond the context

of unit orientation, a relation to the extent of organizational orientation could be found. Using
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the example of IM Green, who works in a highly innovative and culturally homogeneous
unit, findings were made that the need for local responsiveness and market-specific
requirements for products, the supply of a high expertise workforce and the specificity of the
product as well as the underlying strategic orientation of a company can have an essential
influence on CACAP. Consequently, the development of cultural intelligence and the ability
and willingness to provide an inclusive work environment is likewise dependent on cultural
influences as well as the corporate culture and one's own environment. Consequently, this
attribute is inseparable from cultural development, highlighting the complexity of cultural

influences on internal and external organizational interactions.

6.1. Implications

The practical and scientific relevance of cultural diversity management and inclusion in the
context of MNCs is a much discussed area of interest. Particularly for the complexity and
high dynamics of the environments of German automotive companies, a culturally diverse
workforce represents great opportunities to be successful in the long term and to generate an
SCA. As digitization continues to gain influence, it is primarily people who create
innovations and determine success or failure. In the context of increasing cultural blending,
however, legitimate negative aspects according to SAE, SCT or SIT are being further
weakened. The results of this study show a great emphasis of a culturally diverse workforce

in the context of forthcoming challenges.

However, the results of this work underline the importance of promoting cultural diversity
with purpose and allowing it to evolve naturally. Companies in the German automotive
industry need to be aware of whether the prerequisites for high CACAP and the development
of CQ are in existence, or whether they are merely following a social trend. The management
of people starts where people are really understood. If this understanding is missing, i.e. the
ability of cultural integration or the necessity, cultural diversity may lead to conflicts, barriers
and costs. As a result, companies that are constantly operating in highly global and dynamic
environments and are able to exploit the potential of cultural diversity will benefit the most.
Consequently, the work provides answers to the question in which units and to what extent

inclusion is needed and beneficial for organizational outcomes.
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The current COVID-19 pandemic further demonstrates the importance of social interaction in
the workplace, which transcends work-related subjects. The context of social distancing and
home office acts as an antagonist to inclusion and leads to reduced motivation and
commitment. Behaviors based on cultural differences, such as unpunctuality, become more
prominent as a result of the pandemic. Consequently, negative aspects of cultural differences
are accelerated and fueled by a lack of inclusive measures. These implications show a high
need for social integration mechanisms — especially in environments where creativity and

innovation are in focus and where cultural heterogeneity is required.

6.2. Limitations & Future Research

The present thesis studies the impact of cultural diversity and inclusion on the innovation
performance of relevant companies from a unit orientation perspective. In this context, this
thesis provides a model extension by CACAP and a conceptual model, which represents the
influence mechanisms of inclusion. However, these conceptualizations and findings are based
on qualitative research. The interviewees were of high relevance and quality for this study,
but in the context of qualitative research the potential shortcomings of missing validity must
be considered. A generalizability to other companies or even units is also questionable.
Although an attempt was made to integrate different types of operations and companies in
this study to enable the best possible comparisons to be made, there is a risk that the

statements made by the interviewees do not reflect the real conditions.

As already discussed in Chapter 4, there is also a risk that statements may have been made
incorrectly or misinterpreted by the researcher. In principle, this form of research is subject to

the interpretation of statements and findings.

An interesting research approach would be to quantitatively test the actual impact of
inclusion on innovation performance in the given context. However, the barrier exists in this
respect that merely about one third of all companies in the German automotive industry have
implemented their own key performance indicators for the innovation performance of their
respective organizations. Hence, a full mapping with quantitative research is unfeasible at this

point in time.
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Furthermore, the current COVID-19 pandemic gives reason to explore the impact on the
work environment in the context of inclusion in more detail. This would provide further
insights into the organizational ability to respond more quickly to unexpected crises and

mitigate negative outcomes.
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Appendix

Interview Guide

General Questions
1. Are you okay with this interview being recorded by audio?

2. Do you wish to be identified by name or remain anonymous?

Demographic and Ethnographic Background
3. Please tell me about yourself.

» Name

» Gender

> Age

» Education

» Nationality

» Languages

4. How would you describe your current social status and how does it differ from when you

were growing up?

5. Please tell me about your experiences abroad.

Working Environment
6. At which employer and in which function are you currently employed?

7. How would you describe your role in your company? Please describe your main duties

and responsibilities.
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8. Based on this, would you consider your job to be more operational or innovative? Please

give reasons.

9. Do you have regular contact with international units or external partner companies

abroad?
10. How would you rate your activity in terms of regional focus (local vs global)?
11. Please tell me about your team.
> Team size
» Staff turnover

12. Do you perceive that you work better with some colleagues? What is the reason for this?

Culture and Diversity
13. Please tell me about your understanding of cultural diversity.

14. Please specify if you perceive any potential benefits or disadvantages in this for the

productivity and success of your work.
15. How culturally diverse do you feel your work environment is?
» Demographics and ethnographies
» Value system
» Possible differences from yourself?

16. How diverse do you perceive your work environment in terms of technical expertise

(experience, education, role etc.)?
17. What are the main conflicts and difficulties you face in your work environment?

18. Do you feel motivated and committed to the team? Please elaborate.
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Inclusion

19.

20.

21.

22.

23.

How do you define an inclusive work place?

What is important to you about an inclusive environment? Are there any measures that

may already be available to your team?

Is cultural diversity and inclusion actively promoted by your supervisor in your

functional area?
What characteristics would you attribute to your work environment in terms of inclusion?

Please elaborate on whether you perceive that an inclusive work environment in your role

contributes to the success of the company.
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Quotations

Unit orientation
Identification | Quotes
1 | Project "It's more operational, but it's also innovative for me, because of course I also want to

Manager Red | help shape the products [...]."

M "Yes, unfortunately there is now a very hard separation of roles. "Ideas have to come
from sales", that kind of thing, and the others implement and accept it that way, no
matter what sales says."

2 | IT Consultant | "In the agile environment and in software development, innovation or innovation

Gold engineering is always a very big component."

3 | Project »Operational, unfortunately. It'd be nice to be more innovative but it's very much

Manager Red | operational. You have a task and it's implementing that task. It's not defining the task.

@

4 | Salesperson "[...] but at the end of the day, I'm more involved in operations with implementation."

Red

5 | Engineer " More innovative. Definitely."
Silver
6 | Head of "The straight activity is more operational, it's more about administration. However, we

Project also have some projects that are very early in the phase, i.e., they are rather special

Management | Projects that we have. Of course, they are very innovative. That is, from my point of
view, very mixed in my case. | have some innovative topics, but I also have some very

Red straight operational topics."

7 | Innovation "I would say both, but clearly innovative in terms of orientation."

SRR "Because I've been very much involved with autonomous vehicles and mobility

Blue concepts of the future. I'm kind of zoned in with potential startups that have, for
example, new radar systems, new mobility solutions trying to get off the ground."

8 | Product "It's already a mixture of both, because of course you always say strategically what we

Manager need and so. But of course it's also a lot of operational, helping. I would say about two-

. thirds operational and one-third innovative."

Silver ) ) )

"We say from the customer's point of view what the customer needs, what he still
wants, what doesn't work, what the markets generally want, in which direction we have
to develop it further."

9 | Head of "We need a high level of operational quality to compete against the other factory

Racing teams."

Black "But motorsport is simply characterized by innovation or further development. L.e.,
when we race, it's actually at the next race or it's already in everyone's mind during the
race or after the race: 'What do we have to do next time?' So it's actually a linkage."

10 | Innovation "And when I think about the accelerator, the family business accelerator, then of course

Manager it was a lot of pioneering work at the beginning. There you also have to drive it
massively again, but then of course at some point it goes very much into the

Green operational."
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Team composition

Identification | Quotes
Project "I naturally get along better with some, worse with some. That's logical. For one thing,
Manager Red | it's really the time, how long you've been working together. That's beneficial, I'd say.
(1) But also, of course, whether you have similar views. Also how you approach things and
whether you have more of a pessimistic or a positive basic attitude."
"[...] if I know what kind of views a person has, then I also know how to deal with
them.*
IT Consultant | "Regarding the dynamics in the team: This is actually already very dynamic in contrast
Gold to a conventional waterfall model. [...] in the consulting area we also have a lot of
possibilities and the employee, depending on the experience level, can also decide for
himself which project he wants to go into."
"I can say that in the last five months, we have changed six team members."
"But in the long run, a team change like that can be very helpful. Just for motivation
reasons or if there's social friction, that you solve that through that. Or for competence
reasons."
"There are definitely colleagues I get along with much better and some I would already
like to avoid. [...] I think it's simply because you have common interests, maybe even a
common origin. That doesn't even have to be cultural, it can also be that you come from
northern Germany, for example, or perhaps in your case from the Rhine-Main area."
Project ,,When you start to see the team changing regularly, it becomes very difficult to work
Manager Red | together because you always have through that process of storming, norming, then
() performing. But it's always the storming and norming before you get to the performing.
And it's tough.*
,»(...) staying within the project between three and four years. That tends to be the level
of consistency [at Red].*
,.It's not like after six months, there's a whole new team working for some project.*
,1f you could keep your team together between feasibility and start of production, that
would be ideal.
Salesperson "It's just that in the last few years we've always had a reorganization and at the moment,
so currently because of the cost pressure and the development by CORONA, we have a
Red very big reorganization with a lot of movement, also departures."
Engineer "Aerodynamics, because it's a very special topic, and it's also a lot about information
. security. So especially when you move from one company to another, it's also common
Silver that you get a three-month lockout. Yes, that's why people don't fluctuate back and forth
like that."
Head of "[...] but it's with people who are similar to you, that fits better from the ground up. You
Project know that and when you know that, it's easier for someone, of course. That's the way it
Management | is- And people who think similarly, you like them more at first."
Red
Product "Actually, it's so normal that team members stay with the team for three years like that
Manager and then look for something else."
Silver "There is actually a general culture within Silver that you should get to know a lot and

that you should get to know a lot of perspectives and that you can then bring all these
perspectives that you have gathered with you into the next job, so that everything
always develops further there."
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Regional orientation

Identification | Quotes
1 | Project "Overall, I have almost no contact at all outside the concern. More with sales and the
Manager Red | engineering and development department."”
)
2 | IT Consultant | "Definitely global. If we look at the IT language Java, it is spoken in the same way all
Gold over the world. In my opinion, that is a very big benefit that IT has there. That is also
reflected in various projects that we have. All the software we produce for car
manufacturers in southern Germany, we also produce for a well-known car
manufacturer in the Czech Republic."
3 | Project ,»lt really depends on the project
Manager Red
(@)
4 | Salesperson "I have intensive exchange with colleagues or - yes, mainly with the sales units
abroad."
Red
"This includes China, USA, Europe [...] but also with South America, [...] and Mexico."
6 | Head of "We pull some parts now from our new project, for example, from a plant in Poland.
Project Other parts from Kassel. For us, it's international here at the site. Of course, some
Management | German manufacturers, but also some German manufacturers who also produce abroad.
We have interfaces there as well."
Red
7 | Innovation " We get all the requests that come from abroad, have to be approved once by us. We're
Manager involved in that every day. But we also have start-up scouting ourselves, which I even
do."
Blue
10 | Innovation "[...] we as Green have certain competencies, that is manufacturing and forging."
e "[...] if you develop a new Al that is specifically designed to test the quality of forged
Green components using light field imaging. Yes, then you go around on the street in the
pedestrian zone and ask if anyone wants to join in.*
"[OEMs] that look completely internationally and are also open to many, many more
topics there. They have eight, nine different fields where they are looking."
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Unit diversity

Identification | Quotes

Project "So, culturally, diverse is of course first of all (... )we don't have that so much. You have

Manager Red | to say that as well. On a scale of one to ten, about three to four."

) "[...] if you have, for example, a woman in the team, then it is quite different than if
there are only all the men, the climate is already quite different. That is definitely
important."

IT Consultant | " Thinking about it now, we have a Bosnian colleague, one from Spain, me with

Gold Turkish roots, a colleague from Ghana, one from Israel and three German colleagues. I
would say we're maximally cultural along the way."

"We are a multicultural team and a multicultural business unit. We are open to new
areas of expertise and to new competencies."

Project ,» If you count Schwaben (engl. Swabians) and Bayern (engl. Bavarians) as different

Manager Red | cultures, then yeah [laughs]. I'm probably the most diverse there, but we have a good

Q) mixture of women, we have a good mixture of young and old. I think I'm the only
foreigner.”

,»Look, at Red, we're a company of engineers for engineers. (...) Audi basically thinks
that you can put an engineer into any department and they'll be okay. (...) So we tend to
be pretty similar in a lot of cases.*

Salesperson "Currently, we have colleagues from Peru and one colleague remotely from Iran."

Red

Engineer "[The work environment] was actually culturally diverse. We didn't have any women

. on the team. That much up front. But that's probably generally the case in engineering.

Silver [...] But we had colleagues from Bali, from Argentina, from Bolivia. Basically, there
were more colleagues with foreign backgrounds in our team than German colleagues.*
"They all have mechanical engineering degrees. Actually, all but two of them have
PhDs in aerodynamics. It's all very similar."

Head of "[...] they are actually all Hungarians. Whereas most of us have had some experience

Project abroad somewhere and have either been to Germany or some are from Mexico as well.

Management | vy, can tell it's extremely noticeable in the people. Those who have already had to

Red deal with other cultures, who have also lived in other cultures, they also act and react
completely differently.

"We're really completely from different disciplines."

"And from my point of view, especially in project management, that's extremely
important.*

,»At the lower management levels, there are an incredible number of women coming up
and incredibly really strong and great women who are really making massive strides
there."

Innovation "[...] by the fact that we work all the time with the offices abroad and I consider that as

Manager one, | would already say that we are very diverse."

Blue "If you have a German last name there, you are even almost sometimes the only one, I

thought that was really crazy. And I think that's good too, because you try to bring
bright minds from all over the world together somewhere, good ideas emerge.*

"We have a lot of engineers as a background, which is mechanical engineering, then we
even have electrical engineering and then we have a communications officer and then
just me with business administration and psychology."
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Identification

Quotes

8 | Product "[...] the [units] were rather homogeneous. Most of the teams we had, they're actually
Manager all from the academic environment, you can say that."
Silver "It would certainly have been even more productive if we had been more diverse."
9 | Head of "The most international squad is the engineers."
Ry "If I go through our pit-set now, I have a Frenchman, an Englishman, an Irishman and a
Black Belgian sitting in front. If I go through the back office, where the other engineers sit,
there's a Frenchman, an Argentinean, a German, another German, another Frenchman."
"[...] all colleagues from other European countries with the Argentinean as an
exception.”
"[...] The proportion of foreigners in the engineering area is 70% and the proportion of
foreigners in the mechanics area is 20%."
10 | Innovation "It's still a very traditional industry, so you don't have much diversity. It's really all very
Manager homogeneous there."
Green "Especially here in southern Germany, the companies have just grown like that.*

"[...] because it is the largest employer in my home region. I already have a strong
connection with it."
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Cultural differences

Identification | Quotes

Project "There it is really a cultural conflict. Not because of any beliefs, but between two

Manager Red | nationalities. [...] Turkish and German."

) "The German is also the workhorse and so I see the attitudes collide, how do I meet
deadlines and stuff like that, that is already a bit different from my point of view.*
"Bureaucracy is just gross. [...] I don't think Tesla works the way we do."

Project »(-..) and as a Canadian I feel very comfortable within the German system. I fit in and I

Manager Red | understood "Okay, this is the health care system and this is how that works and that's

Q) how this works". There was no great shock. It was all very much what I was used to in
Canada“.
,»1 think Germany in general is pretty inclusive. You don't get a lot of people in
Germany coming and giving you a hug on your first day*
,,But if you're looking for people that are really solid, if you're looking for people that
are really willing to make a long term commitment to getting to know you, then
Germany is a pretty inclusive place.*

Salesperson "With China or Japan [...] even if you have seen each other, they tend to nod, but in the
end you often mean something completely different. As this direct communication, or

Red this expression of facts or, or factual situations, that is handled differently - I think -
yes. It's not always that easy."

Head of "[...] the Hungarians are incredibly human. The human level is much more important to

Project them than the technical level."

Management | w1y, people are really very very motivated and very very much on the way to

Red implement certain things. But it has to work on the human level, on the relationship
level. That's incredibly important in Hungary. It's a little bit different than in Germany.*
"Hungarians are always very cautious about people higher up in the hierarchy."

Innovation "I find it very interesting with the customers themselves, i.e. with the startups, it's really

Manager crazy to see how different certain regions of the world [are]."

Blue "[...] keeping certain times. We had an incident the other day where we were talking
about a big contract and the person was 15 minutes late and didn't apologize either.
That was actually a no-go for us and that was quite normal for them, for example. [...]
from the Middle East.
"We have a female employee and then with her it was like, "Yeah, bring on the boss.'
And then she was like, T'm the boss.' She was like, 'No, I don't want that, bring the real
boss.' And then the conversation was also broken off very quickly."

Product "The first thing you do with Australians is chat for ten minutes: ,How are you doing?

Manager How was the holiday?‘. And with the Koreans, you might get to the topic more

. quickly.”

Silver
"But I also tend to think that people are more likely to treat their colleagues with
respect if they know that there is a different cultural background. I do have that
feeling."

Head of "Whether a German, a Frenchman or an Englishman works together [...] the

Racing cooperation is hardly noticeable from the cultural background, because I say, the

N culture of the Germans, Frenchmen, which we have just all in the team, so all yes

ac

Europeans yes actually, is hardly different."
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Conflicts due to cultural differences

Identification | Quotes

Project "There it is really a cultural conflict. Not because of any beliefs, but between two

Manager Red | nationalities. [...] Turkish and German."

) "The German is also the workhorse and so I see the attitudes collide, how do I meet
deadlines and stuff like that, that is already a bit different from my point of view.*
"Bureaucracy is just gross. [...] I don't think Tesla works the way we do."

IT Consultant | "In my opinion, the biggest potential for conflict is the language. But that is also within

Gold limits, because in the environment where I currently find myself, English is taken for
granted [...]."

Project ,»I've seen linguistic problems. I had a lot of those myself. (...) So you have to kind of

Manager Red | move a little bit towards the people there. I made the decision to come to Germany. I

) have to adapt.*
»(...) external forces that affect how your team works. If there's a lot of stress on the
team, that's a very negativ effect on how you work together.*
»(...) timing or resource constraints.*

Salesperson "Actually so little problems. Sometimes you still have language barriers that not

Red everyone understands that so also correctly what is meant."

©

"With the foreign units, of course, you realize that when you're dealing with Japan or
China, you also subliminally realize a bit that they work differently. Also how you have
to write or interact with them.*

Engineer "The colleagues all studied here in Germany. Accordingly, they could also speak

: German well. Accordingly, there were then no language barriers, perhaps minor
Silver things.“
gs.

"Conflicts then tended to arise with neighboring departments. For example, if you need
components at 6 p.m. for the measurement that is due at 6 a.m. the next day."

Head of "Hungarians are always very cautious about people higher up in the hierarchy.*

i "And you can see that you have to be very attentive with the Hungarians and how you

Management | e, with them. That is actually the biggest challenge for me here, to be honest. Getting

Red people to talk openly, because they simply don't dare to some extent.*
" [...] the added value from diversity and from the other approaches, from the other
ways of doing things is so much higher than the little bit where I have to speak a little
bit slower now, where I have to ask maybe one, two times more.*
"[...] project managers are at the center of a certain conflict field, where resources or
interests are being fought over."
"We actually have the approach of finding the best solution for the company as a
whole, even if individual interests may have to take a back seat at times."

Head of "Whether a German, a Frenchman or an Englishman works together [...] the

Racing cooperation is hardly noticeable from the cultural background, because I would say that

— the culture of the Germans, Frenchmen, which we just all have in the team, so all yes

ac

Europeans yes actually, is barely different."

"No cultural conflicts."
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Identification

Perceived inclusion

Quotes

Project
Manager Red

(M

"Of course, everyone can voice their opinion and everyone is welcome to say what they
want - a very open culture, we already have that."

"There is now feedback on the boss. There's a monthly round, I'll say now, where you
can discuss everything in pairs. That's quite good, and it's also new now.*

"My nature is relatively inclusive. Because I just get along with everyone. There's
actually never anyone with whom I really quarrel. I have the position that I understand
the others and I'm already responsive to everyone."

IT Consultant
Gold

"I am very motivated to work in the team [...]. We have a very flat hierarchy with the
supervisor, who is very human and very collegial to me. Many points are also made
possible that I had not experienced before, such as further training concepts and the
superiors also always have an open ear. The communication channels are very short.*

"We are all on the same hierarchical level.*

"Furthermore, I think it is quite important to leave this old-fashioned thinking with the
professional experience and not to agree and suppress the opinions of others because of
the years of professional experience. There are many innovative ideas that come from
young colleagues, including trainees [...]."

Project
Manager Red

@

"[...] there are all kinds of people, and they are all heard, listened to, and accepted.... So,
yeah, I think it's inclusive.*

"There are certain biases in Red's decision-making culture, and that has a negative
impact on us. The recommendations we've put on the table over the last four months
are being ignored.*

"It's based on mutual respect and honesty. You have to find a method of communication
that works for both people, both groups, parties, whatever it is.*

"The project is not as profitable as it should be. And even though we've shown this
four, five, six times, the top management keeps sending the time and saying, "Well, do
this and do that." At a certain point, the team is just done, the team is done, there's
nothing left to see, there's no more stones to turn [...].

"So everyone in the team is pretty disappointed at the moment. [...] At a certain point,
you're just not motivated anymore."

"[...] if the management doesn't follow your recommendations, and repeats that, even
though you've made really very good arguments, that's very, very disappointing."

Salesperson

Red

"I'll put it this way, we are an international company and when employees from other
countries come together who don't speak German, it's not a discussion at all, English is
spoken. [...] if there is someone from Switzerland who comes from the Italian or French
part of the country, then they always ask: in English or in German?"

Engineer

Silver

"And you were more likely to go to the boss when there were problems and the boss
would solve them for you.*

"At Silver, I was actually able to live my life to the full and I also had a lot of ideas that
I could contribute. Many of them worked and I received recognition for them. Of
course, that also motivated me as an employee.*

"Well, we also had an innovation team. You could bring in hand-sketched suggestions
for any ideas. They then followed up and looked to see whether it was worthwhile for
us or not."
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Identification

Quotes

Head of
Project
Management

Red

"The collectivism is already stronger here and also the sense of belonging. There's this
jacket here for everyone who starts here.*

"But people should work things out for themselves. And where they really don't get
anywhere, then let's talk about it. There also always try to play the ball back again."

"I've commissioned a few presentations before where I knew very clearly what I
actually wanted. Then I got it back again and it just looked different. But then I looked
at it and it was very good, you really have to stay open-minded about it.

"[...] the less control, the better things usually go."

"My predecessors controlled more than I did, definitely. [...] And I noticed that when I
arrived here in the team, that some were already a bit frustrated.”

Innovation
Manager

Blue

"I would say it's not not forced."

"I think it's welcomed. But it's not like I see actively wanting to have these cultural
diversities, but more like really activating the specialties, the skills of the one person.*

"[Inclusion] is a must when you're in the startup industry with such a turnover that we
have, of so many diverse startups, if we're going to work with them, that's a must.*

"Having a space where you can address anything. [Also] communication and
feedback."

Product
Manager

Silver

"My team is super important to me and we actually have a lot of team cohesion [...] and
there's always someone else organizing team events and that's really important.*

"Employee surveys [...] from this we also collected new ideas together with our
managers on how we can give even better feedback [...], our managers also invested a
lot of time in this, although it is actually already very good.*

"They're all people you can talk to quite openly, no sense of hierarchy where now you
have to feel scared or constrained or anything, but really a good relationship."

Head of
Racing

Black

"[...] we don't pay much attention to an inclusive working environment. The cultural
differences are very small or hardly noticeable. That's why you hardly have to do
integration from people's cultural background as well.*

"The big difference from motorsports to the normal environment, is that of evaluating
your success over time."

"Every one of us, from team management with me to the tire mechanic [is evaluated]."

"That's the glaring thing about motorsports, that everything is transparent. It starts with
the drivers with the data. There are many systems in the car that monitor the car. In
other words, the engineers who developed it or look after it are also absolutely
transparent.‘

"And because people have always worked in this field for a long time and do it with a
great passion, then it's normal.*

"So you have maximum trust."

"[...] because all the people with us want to win. It's already very success-oriented.*

10

Innovation
Manager

Green

"[...] perhaps the culture of trust with the boss was broken to some extent."
"Yes, so I then at some point took the first step, then resigned."

"But is then gradually, it has then led to other colleagues, so really shortly after also
quit, quit and walk out.*

"I'm a fairness person. I need to feel like things are fair, and I'm also very demanding.*

"Management attention is also insanely important as intrinsic motivation."
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Adaptation process

Identification | Quotes
Project "So the colleagues just kind of adapt to each other. That happens after a while, I think.
Manager Red | But at the beginning, it could still crash, yes. That's what we're feeling right now, too,
(1) right now with me."
IT Consultant | "It's just things that cause initial friction, but that get better as they go along and don't
Gold become a hard blocker in the work."
"Due to the fact that we work in the IT industry and the communication in the code
language is very similar and the same, many conflicts dissolve."
Project "When I worked at Yellow, it basically became standard for the technical project
Manager Red | manager and I to talk on the phone every day."
@) "And it just became kind of a routine (...)"
J
"It's the experience of working together that brings a team together".
"It is a truly human, universal characteristic*.
"Both sides had to adapt there. It takes time, it takes time and effort and emotion, and
you have to be willing to do it."
Head of "People fit together. We had the case that until a few years ago we had two engineers
Racing who didn't harmonize well with each other.*
Black

132



Outcomes of cultural diversity and inclusion

Identification | Quotes

Project "[...] it definitely makes sense to have a wide variety of personalities or cultures [there].

Manager Red | You also learn a lot and most of the time they have really different approaches."

) "And I think everyone can learn from that, before the same group of people is always
together and everything is always the same. That's the difficult thing, that somehow
everything feels like it's always at a standstill now and there's no innovation
whatsoever."

IT Consultant | "I think it's also very important for oneself because you're open to new things and

Gold therefore you can also consider many different ways of thinking and also many
different innovations that you don't see at first glance, perhaps so."

" For us now in the automotive industry, where we are currently active, we know that
the customer is marketing its products internationally and not just in Germany."

Project "I mean, if you look at the two best-selling cars, they're both cars that were developed

Manager Red | jointly by Red and Yellow. The Project 1 and the Project 2 work very, very well.“

)]

Salesperson "[Cultural diversity], that's encouraged and it's even desired, clearly. Diversity is
desired. Especially the mix of different cultures, you just expect more from that -

Red possibly also more innovation and more spirit. It's all a bit more interesting than if it's
always the same."

Head of "You can recognize it in people's faces. Those who have had to deal with other cultures

Project before, who have lived in other cultures, act and react very differently."

Management | wywhen I come back now and have a conversation like I did with the Hungarians, T will

Red of course act differently than I did before. That is simply a completely different
understanding. [...] you can see that professionally, as well as on a personal level.

" [...] the added value from diversity and from the other approaches, from the other
ways of doing things is so much higher than the little bit where I have to speak a little
bit slower now, where I have to ask maybe one, two times more."

Product "When we bring in new ideas and show different perspectives it is of course positive."

T "Definitely to further develop what we do."

Silver

Head of "[...] by the fact that the people are so international, they have of course also had their

Racing Black | experiences in the most different racing series in the world and they bring this input,

which is very positive."

"If you would say, I have to make a team of only Germans, you would probably have
people who have mainly worked in German-national motorsports. And then, of course,
you're definitely less innovative. That's why I would say this internationality is
definitely an advantage.*

"I definitely find [cultural diversity] to be empowering."
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Further findings

Identification

Quotes

1 |PMRed (1)

"[...] now with all the videoconferencing and teleconferencing, the people who don't
tend to be punctual come even later or just don't show up sometimes."

3 | PMRed (2)

"There is not one department or another. Sometimes you find very creative people in
departments where you think, 'How did that person end up there? How did that work
out?’"

"Look, at Red we are a company of engineers for engineers. [...] Red basically believes
that you can put an engineer in any department and they'll be okay. [...] So we tend to
be pretty similar in a lot of cases.*

"But a lot of people tune out, a lot of people in these meetings where there are 20, 30
people, they don't listen.*

"[What C-19] adds is redundancy".

"Because every time you describe something, it's a little bit different. That leads to
having different ideas throughout the team. That leads to a lot of conflict.”

6 | Head of PM
Red

"I don't think you can treat all people the same."

7 | IM Blue

"Autonomous driving in particular is extremely well developed, I would say, all the
radar systems, etc., in Tel Aviv. L.e. we now have a new office there, we work with them
alot.”

"[...] you can't imagine how many functions in a Blue car today have been outsourced
by start-ups."

"We use the start-up where it's better than the rest. And [our department] just has the
background of tying these technologies to Blue."

"And I notice that sometimes they're even better at solving certain problems than a big
corporation. And I think that's also why Blue works with startups."

"[...] a start-up can adapt, adapt to a problem in seconds. And I notice that with startups,
things are much looser. There aren't these hierarchies, these regulations, I'll say, that
hold back a new implementation, an innovation."
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Identification

Quotes

10

IM Green

"I believe that good ideas only come about if you have the freedom and freedom of
thought. Versus, if you are in a corporation, your task is not to be a free spirit or to spin
ideas, but to function."

"[...] we as Green have certain competencies, that is manufacturing and forging."

"[...] if you just develop a new Al, which is to test the quality of forged components
very specifically with light field imaging. Yes, then you go around on the street in the
pedestrian zone and ask if anyone wants to join in.

"I think in the end, maybe the universities also play a supporting role."

[...] if the university doesn't ensure that very diverse people from all over the world
come together in its research lab, in its robotics research lab, and then later also go into
a joint foundation, well, I think that also lays the foundation stone.*

"[OEMs] that look completely internationally and are also open to many, many more
topics there. They have eight, nine different fields where they are looking."

"But maybe that's simply because the product, which is ultimately produced, can be
used very universally. It doesn't have to be adapted to any market-specific
requirements. It works the same everywhere."
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