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FOREWORD    

The Annual Conference of the EuroMed Academy of Business aims to provide a 

unique international forum to facilitate the exchange of cutting -edge information 

through multidiscipli nary presentations on examining and building new theory and 

business models for success through management innovation.   

It is acknowledged that the conference has established itself as one of the major 

conferences of its kind in the EuroMed region, in ter ms of size, quality of content, 

and standing of attendees. Many of the papers presented contribute significantly to 

the business knowledge base.   

The conference attracts hundreds of leading scholars from leading universities and 

principal executives and politicians from all over the world with the participation or 

intervention of Presidents, Prime Ministers, Ministers, Company CEOs, Presidents of 

Chambers, and other leading figures.   

This year the conference attracted over 260 people from over 68 countries. 

Academics, practitioners, researchers and Doctoral students throughout the world 

submitted original papers for conference presentation and for publication in this 

Book. All papers and abstracts were double blind reviewed. The result of these 

efforts produced empirical, conceptual and methodological papers and abstracts 

involving all functional areas of business.  
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THE COOPERATIVE AS A  FORM OF EVER-EVOLVING ENTERPRISE.  

TWO CASES OF COMMUNI TY-BASED COOPERATIVE IN  PUGLIA * 

Adamo, Stefano; Giaccari, Francesco; Fasiello, Roberta  

Department of Economics, Management, Mathematics and Statistics, University of Salento, Italy  

ABSTRACT  

Since its origin, the cooperative organisation of economic activity has been analysed on the 

basis of alternative scientific paradigms. The different approaches are due to the multiple 

perspectives suggested by a phenomenon multi-faceted in itself and that can be observed 

starting from different premises and purposes. Starting from these considerations, it seemed us 

appropriate to analyse the cooperative forms of enterprise focussing on the economic aspects of 

the production of goods and services, carried out in enterprises in which the management is 

entrusted to bodies different from those a llocating the financial capital. Taking this into 

account, the first part of this work will focus on the definition of the cooperative forms of 

enterprise in general economic theory and in business theory. On the basis of the theoretical-

conceptual profile s of reference, this study proposes an interpretation of the cooperative 

enterprise representing a reference model of the economic production that can at the same time 

increase both the economic development and the wealth of a whole community. With specifi c 

regard to this latter aspect, the second part of this work will focus on two cooperatives from 

Puglia, structured as community -based cooperatives, which tend to associate the pursuit of 

economic goals with the social and economic development of the local communities in which 

they operate. Through the illustration of two case studies (the community -based cooperatives 

Melpignano and Jemma) this paper aims to highlight the potential of community -based 

cooperatives for the support and the economic and social development of local area and its 

residents. 

 

Keywords : cooperative, community-based cooperative, local economic and social development 

 

 

                                                           
* This work is the result of a common commitment, anyway primary research and development responsibility for 

particular paragraphs may be suggested as Francesco Giaccari first paragraph, Roberta Fasiello second and third 

paragraphs, Stefano Adamo fourth paragraph. 
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THEORETICAL PROFILES  OF THE COOPERATIVE E NTERPRISE 

The economic theory of the cooperative enterprise 

The first studies on cooperation tried mostly to identify the fundamental purpose of the cooperative 

enterprise, comparing the economic substance of cooperative acting with its social relevance. Vermiglio 

(1990) offered a brief overview of the Italian economic theory, high lighting the initial polarization of the 

scientific debate that, if on one side rejected that cooperative enterprises could have economic purposes, 

on the other hand recognized their status of enterprises having the same economic objectives of 

capitalist f irms. 

The first position (Lorenzoni, 1936) reflected the ideological significance of the experience of 

cooperative enterprises, considered as an instrument of redemption of the underprivileged classes from 

the logic of finance capital. In fact, the cooperative enterprise allowed participants to carry out a joint 

economic activity in such a way that democracy and solidarity among equals was guaranteed. 

Cooperatives differed from capitalist enterprises as the finance capital had not a key role and the 

surplus was distributed on the basis of the activity performed within the cooperative by the single 

associates. 

The second position recognized the cooperative enterprises the same economic character of capitalist 

enterprises (Pantaleoni, 1925). In fact, it was the economic motive that drove individuals to adhere to 

cooperative enterprises on the basis of self-interest and benefits in terms of reduced costs or increased 

remunerations. In line with this perspective that recognized both cooperatives and compan ies the same 

economic status, there was the position of those who, while interpreting cooperatives as enterprises, 

highlighted their specificities (Tamagnini, 1954). In fact, the primary goal of cooperative associates was 

the joint economic activity that a llowed either the most convenient exploitation of the labour they 

supplied, or the indirect benefit deriving from the increased income resulting from the reduction in 

purchase costs. It followed that profitability was, however, an unavoidable element of co operative 

enterprises, though it was not the fundamental one (Sapelli, 1981). In other words, if income was the 

end of the capitalist enterprise, it was a condition (a measure of efficiency) for the operations of the 

cooperative. 

Many studies, especially Anglo-Saxon ones, subsequently gave theoretical models that put cooperative 

enterprises at a disadvantage compared to capitalist enterprises, due to: the particular distribution of 

property rights that would affect the objective function and the strategies (Ward, 1958); the weakness 

that derived from underfunding (Furubotn and Pejovich, 1970); the risk of inefficient choices or 

decision paralysis due to the voting right "one vote for one person" (Hart and Moore, 1990); and the 

scarce availability of capital, as the distributed control power exerted by the plurality of associates 

discouraged outside investment. 
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Economic models often suffer from the oversimplification of the underlying reality, which certainly 

gives the possibility to formalize the premises, th e analyses and the conclusions of the analyses, but 

does not enclose the set of variables that are involved in practice and worth to be taken into account. 

With reference to cooperative enterprises, the approach which considers only the economic dimension 

appears restrictive, ignoring the other elements that determine the cooperative acting. Elements that 

find expression in the advantages of performing a common economic activity that allows to share 

resources, expertise and common values, which reinforce the protection of interests otherwise 

compromised. 

An effective and important commentary on these positions was developed by Zamagni (2005), who 

highlighted the discriminatory use of the efficiency concept, focussed only on the relationship between 

means and outcomes, costs and benefits, but disregarding the interests and meta-economic impacts 

deriving from belonging to a social structure. From a historical point of view, the cooperative was 

created after the establishment of the capitalist firm, which can mean either that it was the result of the 

market failures, and that it occupied space and needs otherwise ignored, or, rather, that it represented 

"a more advanced way of doing business in socially advanced systems". In the first case, the cooperative 

enterprise was relegated to a niche position, while in the second case, it could become the evolution of 

the capitalist enterprise in the long run.  

The business theory of cooperative enterprises 

The interest of scholars of business administration around the themes posed by the cooperative 

enterprises grew progressively, especially in the second half of the past century. According to a 

frequent distinction, these studies were developed around three fields (Zan, 1990; Garzoni, 2003): the 

classical doctrinal position of the cooperative enterprise, the business-mutualistic position and the socio-economic 

position. 

With regard to the classical approach, it started from the rejection of the Fauquet taxonomy (Fauquet, 

1948), that identified two types of firms: profit-oriented firms (coinciding with capitalist firms) and service 

firms. However, all businesses could be framed as service firms, or as tools by which various 

stakeholders could meet specific needs. In all companies stakeholders agreed to be paid on a residual 

base according to the results achieved (Tessitore, 1968). It follows that the specific characteristics of the 

ÊÖÖ×ÌÙÈÛÐÝÌɯÌÕÛÌÙ×ÙÐÚÌɯÓÈàɯÐÕɯÖÛÏÌÙɯÍÌÈÛÜÙÌÚȮɯÈÕËɯÐÕɯ×ÈÙÛÐÊÜÓÈÙɯÐÕɯÛÏÌɯÚÏÈÙÌÏÖÓËÌÙÚɀɯÙÖÓÌɯÈÕËɯÐÕɯÛÏÌɯ

manner in which the business risk affected the remuneration, taking into account the nature of the 

interests involved.  

In fact, the distinguishing elements of enterprises are not the production processes, but the difference in 

risk-taking and distribution of income. In capitalist enterprises the owner , holding the property rights 

guaranteed by the provision of the financial capital, in consideration of his managing power, accepts 
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any possible and residual remuneration, whose amount depends on the ability to achieve the 

appropriate level of income. In c ooperatives, the person who accepts the residual remuneration was a 

plurality of people conferring specific inputs, varying according to the cooperative type. Further 

differences between cooperatives and capitalist firms could be found in the structure of the economic 

entity and in the ownership of the capital (Vermiglio, 1990), as in the cooperatives the economic entity 

has a broader connotation than in capitalist enterprises, both in terms of the number of involved 

subjects, and in terms of the complexity of the interests they bore. 

The business-mutualistic position (Zan, 1990) recognized that the cooperative enterprise was 

characterized by the fact that the people taking the business risk were those that conferred specific 

factors of production and that t he residual remuneration they received contained a component of profit 

(Marchini, 1977). However, the profit deriving from cost savings and additional remuneration, and 

resulting from the common management of the cooperative enterprise, were not the primar y objective 

of the cooperative, as the consideration of the social group to which associates belonged and their 

intrinsic motivation could not be ignored.  

The third position placed the cooperative enterprise in a broader context, underlining its potential to 

balance economic and social issues (Matacena, 1990). The analysis model focussed on the qualifying 

characters of cooperative enterprises, with specific regard to their fundamental objectives that could not 

be easily separated between economy and social life. The cooperative enterprise was defined as an 

"economic institution based on the rules of proper management (with reference to the constraint of dynamic 

economic balance, i. e. economic, financial and capital self-sufficiency) but oriented to the achievement of several 

socio-economic objectives". 

Cooperative enterprises had the same character of entrepreneurship of the capitalist ones, as they 

operated in the same way. The difference was represented by the social objectives oriented to enhance 

collective wealth. In this sense, the overcoming of the mutualistic vision oriented to increase the 

advantages of the contributing associates appeared evident, as the boundaries of cooperative acting are 

those of the entire community.  

The above review of economic and business theories demonstrates the complex purposefulness and the 

morphological diversity of the cooperative enterprise. The reflection on the institut ional forms capable 

of overcoming the dichotomy between the market and the public is of major importance, particularly in 

a time characterized by the increasing role played by cooperatives and social enterprises, despite the 

continuing and deep downturn in  economic activity.  

The development of cooperation, in its various forms, may be helped by the sharing of a conceptual 

scheme that overcomes positions sometimes inspired by ideological paradigms or by reductive 

conceptions of the enterprise efficiency, based solely on the ability to minimize the costs or to maximize 
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the money flow. The enterprise is no longer considered as a mere set of production means, but as a 

complex institution. The organisational forms of economic activity cannot be treated only in st atic terms 

searching for the conditions ensuring short -run equilibrium, as the economic behaviours of all actors 

are dictated by a number of reasons (Borzaga, 2008). Any firm is able to continue its operations when it 

manages to match cost efficiency with the multiple social needs it collects. 

To integrate the above interpretations, it is necessary to recall the fact that the cost-effectiveness can be 

pursued within a wide range of choices, ranging from the search for the maximum efficiency of the 

contribut ed capital to the mere respect of the budget constraints in the absence of investment, while the 

social objectives can be pursued with varying intensity, starting from the utmost care of the social 

impact of economic production to the simple creation of go ods appreciated by consumers. 

The institutional structure of cooperative enterprises gives them the propensity and the ability to build 

composite forms of production and to incorporate into their choices both economic efficiency and social 

objectives. 

In accordance with the above statements, it is ultimately possible to conclude that cooperative 

enterprises experience a continuous adaptation between economic and social incentives around which 

all the activities of economic production are developed. In this sense, the differentiation of forms 

observable in the composite universe of cooperatives can be justified, with some cooperatives more 

oriented to achieve the economic needs of their associates and others to achieve objectives having a 

strong social impact. 

THE COMMUNITY -BASED COOPERATIVES: TWO CASE STUDIES IN 

PUGLIA  

In this analytical perspective, it is interesting to focus on community -based cooperatives, a further 

experience of the complex universe of the cooperative ways in which the economic activity can be 

directed. Specifically, the community -based cooperatives arise from collective initiatives promoted by a 

community of individuals (citizens) who belong to a defined territorial context and participate in the 

activities taking, even at the same time, the role of labour providers and users/associates. 

The main purpose of the community -based cooperatives is that to meet the needs, in terms of both 

supply of goods and services and employment in a geographically well -defined community (Pearce, 

1993). Such needs are left partly or totally unfulfilled both because of the scarce capacity of state and 

market intervention to meet them (Kingma, 1997; Weisbrod, 1975), and because of the welfare cuts and 

the consequent privatisation of some public services. In a wider perspective, it can be said that they are 

a new model, governed by the citizens of a given community for the purpose of producing goods and 
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services for the benefit of the local area and its residents (Fasiello, 2012; Gordon, 2002; Peredo and 

Chrisman, 2006). 

However, the community participation in the management, while representing one of the main 

distinguishing features of this model, is not exclusive, because other (natural and legal) persons from 

outside the community can participate in corporate go vernance as well.  

The community -based cooperative (or enterprise), while presenting many aspects similar to the social 

cooperative, as provided by the Italian legislation in Law no. 381/1991 (and to the social enterprise, as 

provided in Law no. 118 of 2005), does not coincide with such models, as there are no provisions to 

limit its fields of activity or constraints concerning the employment of disadvantaged people (disabled, 

drug addicts, alcoholics, prisoners, etc.) (Fasiello, 2012). The community -based cooperative, in fact, can 

carry out different types of activities (not just social healthcare and education services), provided that 

ÛÏÌÙÌɯÐÚɯÈɯÓÐÕÒɯÞÐÛÏɯÈɯÎÌÖÎÙÈ×ÏÐÊÈÓÓàɯËÌÍÐÕÌËɯÊÖÔÔÜÕÐÛàȮɯÛÏÌɯÊÐÛÐáÌÕÚɀɯÈÊÛÐÝÌɯ×ÈÙÛÐÊÐ×ÈÛÐÖÕɯÈÕËɯÛÏÌɯÎÖÈÓɯ

of the local economic development.  

In the community -based cooperative associates can be natural persons but also legal persons, public 

bodies, associations and foundations. Associates can play various roles, since there may be:  

- working members, who provide their work cons istently with their qualification and professional 

skills; 

- user members, or individuals whose participation is due to the need they have to use the goods and 

services produced by the cooperative; 

- financing partners or investors, who give the capital in ord er to obtain a profit, whose influence 

must be limited in order to avoid that they can exercise control at the legal and economic level.  

It follows that the community -based cooperatives can be considered as a cross form of cooperative not 

coincident with a particular type or defined size, but characterized by the aim of creating proper 

conditions for the benefit of that particular community that participates actively to the economic 

development of the territory to which they belong (Giaccari and Fasiello, 2013). 

In Puglia two community -based cooperatives have been recently formed: the first one, the 

"Community -based Cooperative of Melpignano", that has already been the subject of numerous studies 

(Bartocci and Picciaia, 2013; Gaudio, 2012; Giaccari and Fasiello, 2013; Stomeo, 2012), operates mainly in 

the renewable energy sector; and the second one, the "Community-based Cooperative Jemma of 

Zollino", that deals with the production and sale of local agricultural products. Both case studies are 

briefly analyzed on the basis of data and official documents and by means of a structured questionnaire 

with open -ended questions administered by direct interview to the President of the cooperative and the 

Mayor of the Municipality. In the case studies we highlighted the role played by local public 

ÈËÔÐÕÐÚÛÙÈÛÐÖÕÚȮɯÛÏÌɯÈÊÛÐÝÐÛàɯ×ÌÙÍÖÙÔÌËɯÈÕËɯÛÏÌɯÞÈàÚɯÍÖÙɯÊÐÛÐáÌÕÚɀɯ×ÈÙÛÐÊÐ×ÈÛÐÖÕȭ 
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THE COMMUNITY -BASED COOPERATIVE OF  MELPIGNANO  

The "Community -based Cooperative of Melpignano" was established on 18th July 2011 as a result of a 

series of initiatives and activities undertaken for several years by the Municipal Administration (MA) of 

Melpignano in order to combine tradition with modernity and obtain economic sustainable 

development. In fact, this small village of Salento has become famous for the "Notte della Taranta", a 

festival organized together with other municipalities in the Greek Salento, that has contributed to the 

recovery and valorisation of the local cultural traditions and music.  In 2007 the Municipality of 

Melpignano joined t he National Association of Authentic Villages of Italy (AssoBAI) and today it is one 

of the founders of the National Association of Virtuous Municipalities, associations aimed at the 

valorisation and the sustainable economic development of the local communities and committed in 

reducing energy consumption, wastes and rubbish, in protecting land resources and in promoting 

recycling. It was in this context that the project for the establishment of the "Community -based 

Cooperative of Melpignano" was designed. In particular, on the occasion of a conference on responsible 

ÛÖÜÙÐÚÔɯÖÙÎÈÕÐáÌËɯÐÕɯ)ÜÕÌɯƖƔƕƔɯÐÕɯ"ÌÍÈÓķȮɯÛÏÌɯ-ÈÛÐÖÕÈÓɯ+ÌÎÈÊÖÖ×ɯ/ÙÌÚÐËÌÕÛɯ&ÐÜÓÐÈÕÖɯ/ÖÓÌÛÛÐɯÖÍÍÌÙÌËɯ

AssoBAI, represented on this occasion by the mayor of Melpignano Ivan Stomeo, to experience a new 

form of cooperation, based on the self-organisation of the citizens of a community for the purpose of 

self-managing the development of their own territory. This new model was the community -based 

cooperative and the Municipality of Melpignano, thanks to the activism of its Mayor Ivan Stomeo, was 

one of the first municipalities to embrace such an initiative. On 9 th February 2011, following the signing 

of the Memorandum of Understanding between Legacoop and AssoBAI, were organized public 

meetings aimed at the various groups operating in the area (trade associations, local tourist offices, etc.) 

and at the citizens of Melpignano (including those that for study and work reasons no longer resided in 

Melpignano). The involvement of the citizens occurred through direct contact (letters and 

questionnaires) and the activation of a help desk in the Town Hall. Following this, on 18 th July 2001, the 

cooperative was established by 71 associates, including the municipality (which could participate by 

resolution of 11/07/2011). In this phase, the Municipality played an initial role of promotion and 

support aimed at allowing a subsequent independent development of the cooperative. In relation to 

this, in November 2012, the Municipality of Melpignano left the cooperative, wh ich acquired full 

autonomy becoming expression of the will and capacity of the community to adopt a tool aimed at the 

harmonious development of its multiple resources.  

Currently, the cooperative has 140 associates, who participate as both users (about 120) and self-

employed professionals (electricians, plumbers, etc.) and whose skills are used, upon payment, for the 

implementation of the cooperative projects. Some of the associates live in the neighbouring towns or in 

other regions and participate in the cooperative because of their relations (by kinship, previous 
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residence) with the local community, or because they possess skills not available in the area and useful 

for the performance of the cooperative activities. 

Each associate, upon acceptance of the application submitted to the Board of Directors (BoD) of the 

ÊÖÖ×ÌÙÈÛÐÝÌȮɯ×ÈàÚɯÈɯÍÌÌɯÖÍɯȥɯƖƙȭƔƔȭɯ3ÏÌɯÚÏÈÙÌɯÊÈ×ÐÛÈÓɯÊÜÙÙÌÕÛÓàɯÈÔÖÜÕÛÚɯÛÖɯȥɯƘȮƘƙƔȭƔƔȮɯÉÜÛɯÛÏÌɯÊÖÖ×ÌÙÈÛÐÝÌɯ

also makes use of third-×ÈÙÛàɯÊÈ×ÐÛÈÓȮɯÈÚɯÐÛɯÏÈÚɯÖÉÛÈÐÕÌËɯÓÖÈÕÚɯÉàɯ!ÈÕÊÈɯ$ÛÐÊÈɯȹȥɯƗƖƔȮƔƔƔȭ00 to install 

×ÏÖÛÖÝÖÓÛÈÐÊɯ×ÈÕÌÓÚɯÈÕËɯȥɯƚƖȮƔƔƔȭƔƔɯÍÖÙɯÛÏÌɯ×ÙÖÑÌÊÛɯThe water housesȺȮɯ!ÈÕÊÈɯ2ÌÓÓÈɯȹȥɯƗƗȮƔƔƔȭƔƔȺɯÈÕËɯÈɯÓÖÈÕɯ

ÖÍɯȥɯƕƔƔȮƔƔƔȭƔƔɯÈÞÈÙËÌËɯÉàɯ"ÖÖ×ÍÖÕËȭɯThe governing bodies of the cooperative are the Associates 

Assembly, that appoints the BoD members, and the BoD currently consisting of a President (Maria 

Cristina Schirinzi), a vice-president and three other directors. The cooperative operates in the fields of 

energy production (Ateco code 35.11) and trade and retail through vending machines (Ateco code 

47.99.2). In its initial phase, the cooperative implemented a project for the production of energy through 

ÛÏÌɯÐÕÚÛÈÓÓÈÛÐÖÕɯÖÍɯƗƘɯ×ÏÖÛÖÝÖÓÛÈÐÊɯÚàÚÛÌÔÚɯÖÕɯÛÏÌɯÙÖÖÍÚɯÖÍɯÛÏÌɯÈÚÚÖÊÐÈÛÌÚɀɯÏÖÜÚÌÚɯÍÖÙɯÈɯÛÖÛÈÓɯÖÍɯƖƔƔɯÒÞɯ

installed. This project was carried out thanks to a feasibility study (developed through the collaboration 

between the University of Salento and Officina Creativa), highlighting that these plants could cover 

about 47% of the annual energy needs of Melpignano through the production of about 729,000 kWh per 

year (compared to a total annual energy demand of the residents of approximately 1,563,562 Kwk). 

From the production of photovoltaic energy the cooperative is currently achieving annual average 

ÙÌÝÌÕÜÌÚɯÌØÜÈÓɯÛÖɯÈÕɯÈÝÌÙÈÎÌɯÖÍɯȥɯƙƗȮƔƔƔȭƔƔɯȹÐÕɯƖƔƕ3). From the implementation of this project derive 

direct and indirect benefits for the citizens of Melpignano. In fact, the users/associates (i. e. associates 

that allowed for the installation of a photovoltaic system on their roofs) have the right to fre e solar 

energy for twenty years, while the workers/associates and the professional associates were paid for the 

work they did for the realization of the photovoltaic systems and all citizens, including non -associates, 

benefit of the gains from the sale of the energy they do not consume.  In this respect, the statute 

provides that the profits earned by the cooperative cannot be distributed to the associates. The 

Associates Assembly allocates such gains either for the implementation of services for the community 

(e. g. the management of canteens and sports facilities) and the improvement of urban quality (e. g. 

maintenance of public parks and roads), or reinvests them in new economic initiatives aimed at 

sustainable development and employment increase.  

MoreovÌÙȮɯÐÕɯÛÏÌɯ×ÈÚÛɯàÌÈÙɯȹƖƔƕƗȺȮɯÛÏÌɯÊÖÖ×ÌÙÈÛÐÝÌɯÔÈËÌɯÈɯ×ÙÖÍÐÛɯÖÍɯÈÙÖÜÕËɯȥɯƜȮƔƔƔȭƔƔɯÍÙÖÔɯÈÕÖÛÏÌÙɯ

project, "The water houses". This project consists of the installation of automatic dispensers of both still 

and sparkling drinking water in various municipalities  of the province of Lecce. Currently, there are 10 

dispensers available (but within April 2014 other 10 dispensers will be installed) capable of generating 

ÈÕÕÜÈÓɯÙÌÝÌÕÜÌÚɯÖÍɯÈÙÖÜÕËɯȥɯƗƘȮƔƔƔȭƔƔɯȹÐÕɯƖƔƕƗȺȭɯɆThe water houses", apart from ensuring a direct 

economic benefit to the cooperative and an indirect one to all citizens, supplying them drinking water 
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at a reduced cost (only 5 cents per litre), reduce plastic waste (citizens can buy a kit of 6 reusable glass 

bottles from the cooperative) for the advantage of the health of both consumers and the environment. 

In addition to these activities, the cooperative aims to involve citizens in other initiatives for the 

management of public spaces (such as the management of the school canteen, the creation of a tourist 

information centre and the opening of a workshop to rediscover authentic flavours), the exploitation of 

local resources, and the creation of new job opportunities, in order to support local vocations and an 

environment -friendly development.  

THE COMMUNIT Y-BASED COOPERATIVE JE MMA OF ZOLLINO  

The community -based cooperative Jemma was established at conclusion of a process undertaken 8 

years before by the Mayor (Francesco Mario Pellegrino) of the Municipality of Zollino in the province 

of Lecce (Puglia, Italy) and aimed at the promotion of the agricultural products typical of the local area. 

In the initial step, the Municipal Administration (M.A.) started a collaboration with a group of farmers, 

to try to valorise the local agricultural products, legumes in particular. The main aim of this 

collaboration was to prevent cultures and traditional activities of land cultivation from extinction, due 

to the lack of interest shown by the young sons and daughters of local farmers. This lack of interest was 

also motivated by the low income prospects of farming, due to the difficulty of a profitable placement 

of the local agricultural products on the market at competitive prices. In an area with agricultural 

vocation, like the Municipality of Zollino, and where there are no employment and development 

opportunities other than agriculture, the loss of the agricultural traditions and the extinction of local 

agricultural products would have produced very negative long -term economic and social impacts. This 

initial collabor ation between the Public Administration and farmers -citizens for the protection of the 

distinctive characteristics of local legumes has led to some remarkable results, like the insertion into the 

list of the Traditional Agricultural and Food Products of Pu glia Region of two typical legume species 

ÍÙÖÔɯ9ÖÓÓÐÕÖȮɯÚÜÉÔÐÛÛÌËɯÛÖɯÛÏÌɯ×ÜÉÓÐÊɯ×ÈÊÒÈÎÌËɯÍÖÙɯÚÈÓÌɯËÜÙÐÕÎɯÛÏÌɯ2ÈÐÕÛɯ)ÖÏÕɀÚɯÍÈÐÙȮɯÏÌÓËɯÌÝÌÙàɯàÌÈÙɯÖÕɯ

24th June. The success achieved, as to the relevant sales volumes and the favourable prices obtained, 

pushed the M.A. to involve young people in taking advantage of the positive market response.  

It was so started the second phase, that led to the establishment of the community-based cooperative 

Jemma. The M.A., thanks to the experience gained in the neighbouring Municipality of Melpignano 

and to the aid of Legacoop Puglia, urged all citizens to participate in a series of public meetings to gain 

consent and support for the project and to illustrate the development opportunities, not only in 

agriculture, that the cooperative would have brought about over time in the local area. The response of 

the territory was positive. In this phase, the support by Legacoop Puglia and Confesercenti (Commerce, 

3ÖÜÙÐÚÔɯÈÕËɯ2ÌÙÝÐÊÌɯ$ÕÛÌÙ×ÙÐÚÌÚɀɯ ÚÚÖÊÐÈÛÐÖÕȺɯÞÈÚɯÚÛÌÈËàȭɯ 
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The community -based cooperative Jemma was established in September 2012 by 9 under forty 

founding members residing in the territory. One of the associates was the Mayor, who participated not 

as a representative of the Municipality, but as an individual. Currently the c ooperative is made up of 47 

ordinary associates, all young individuals, for the most part resident in Zollino. Non -resident associates 

(about ten) generally have family ties with the residents of Zollino or have been admitted to the 

cooperative for the skills they possessed (in the agronomic field for example), and considered useful for 

the cooperative. Among the 47 associates, only one is a permanent employee with the position of farm 

hand, the others participate in the cooperative activity through the ass ociated management, that is to 

say by supplying their work as employee or self -employee, on the basis of contractual relations defined 

from time to time. The share capital of the cooperative is, as with all cooperative forms, a variable 

capital (Cassandro, 1976) and consists of shares of 25 Euros each. Initially, the cooperative started 

operating with a capital of 900 Euros, currently the share capital amounts to 4,700.00 Euros (100 Euros 

contributed by each associate). In fact, although the statutes provide for a minimum amount of 25 

Euros, in an internal regulation, the cooperative provided for a fee of 100 Euros per member. The share 

capital is the only financial source currently used by the cooperative, as it did not resort to any other 

form of financing . 

The cooperative bodies are the Board of Directors and the Assembly of the Associates. There are no 

ÚÛÈÛÜÛÖÙàɯ ÈÜËÐÛÖÙÚȭɯ  Úɯ ÙÌØÜÐÙÌËɯ Éàɯ ÊÖÖ×ÌÙÈÛÐÝÌɀÚɯ ÈÙÛÐÊÓÌÚȮɯ ÛÏÌɯ  ÚÚÌÔÉÓàɯ ÖÍɯ  ÚÚÖÊÐÈÛÌÚɯ ÏÈÚɯ ÛÖɯ ÉÌɯ

summoned at least once a year, but it meets on average once every two months in order to update 

ÈÚÚÖÊÐÈÛÌÚɯ ÖÕɯ ÛÏÌɯ ÈÊÛÐÝÐÛàɯ ×ÙÖÎÙÌÚÚȮɯ ÛÖɯ ÊÖÓÓÌÊÛɯ ÛÏÌɯ ÈÚÚÖÊÐÈÛÌÚɀɯ ÝÐÌÞÚɯ ÈÕËɯ Ö×ÐÕÐÖÕÚɯ ÜÚÌÍÜÓɯ ÍÖÙɯ ÛÏÌɯ

improvement of the activity and to provide the associates with information and incentives. Currently, 

the Board consists of 5 members (all cooperative associates) appointed by the Assembly: the President 

ȹ ÕÛÖÕÐÖɯ"ÈÓğȺȮɯÛÏÌɯ5ÐÊÌ-President (Francesco Mariano) and 3 Directors (Castellano Raffaella, Francesca 

Gemma and Alessandra Pellegrino). The Board of Directors, beyond the management tasks, has the 

power to evaluate the applications to become associates of the cooperative, as both working and non-

working members.  

At statutory level, the cooperative is expected to carry out various production and service activities. 

The wide dimension of the purpose of the undertaking is aimed: - to involve the largest possible 

number of community members; - to encourage the use of the expertise existing in the area for the 

creation of new jobs; - to supply services for the benefit of the community as a whole; and - to provide 

employment opportunities for residents through the provision of organized services to third parties. 

This purpose has not been fully realized until now, partly because the cooperative is still in a start -up 

phase, but mainly because it has found administrative and bureaucratic obstacles that have effectively 

prevented the implementation of multi -sector and multi -target activities.  
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In line with the agricultural vocation of the territory, the cooperative produces and sells the following 

legumes: the Nano-Pea of Zollino, the "ÜÊÊĆÈɯ(Broad Bean of Zollino), the Grass Pea (called Toleca), the black 

and white chickpea. These legumes are grown on the land granted on free loan by non-associated 

residents and by the M.A., or grown by associates on their own land and then transferred to the 

cooperative, which completes the manufacturing process (cleaning and selection of the products, 

packaging) and deals with the market placement. There are associates who deliver the cooperative their 

agricultural products grown on their own plots of land located in the area, while the cooperative deals 

with the packaging and the market placement. In this case, the remuneration of the associates is carried 

out in the exchange relation established with the cooperative, that transfers to associates the 75% of the 

revenues obtained by the sale of the transferred agricultural products and holds the remaining 25% to 

cover the costs of packaging and distribution of the products and the operating costs of th e cooperative. 

In addition, associated and non-associated cooperative members provide their uncultivated land 

(currently about 2 hectares), in exchange for receiving enough legumes for the needs of the family, 

benefiting at the same time of a free maintenance of the ground. Even the M.A., upon request by the 

cooperative, has made available a hectare of land on a free loan for the cultivation of legumes, under 

ÛÏÌɯÊÖÖ×ÌÙÈÛÐÝÌɀÚɯÊÖÔÔÐÛÔÌÕÛɯÛÖɯÔÈÕÈÎÌɯÛÏÌɯÎÙÖÜÕËȮɯÛÏÜÚɯ×ÙÌÝÌÕÛÐÕÎɯÛÏÌɯ,ȭ ȭɯÍÙÖÔɯ×ÈàÐÕÎɯÛÏÌɯ

maintenance costs. The other plots of land used by the cooperative are grown autonomously by 

associates who deliver it their products.  

The cooperative uses about 17-18 hectares. The products of the cooperative can be bought by residents 

directly from the cooperat ive store, at lower prices than the standard market prices, also thanks to the 

possibility of selling to local residents (families and restaurants) the unpackaged product. Legumes are 

mainly sold to people outside the Municipality of Zollino, thanks to agr eements with agents that are 

responsible for the distribution of the products in stores dedicated to the sale of typical food products 

even outside the Province of Lecce (such as in the regions Puglia and Campania and on the French 

Riviera). The limited pr oduction volumes do not allow Jemma, however, to enter into agreements for 

large supplies of product with distributors at national and international level interested in the product 

(just think of Eataly). Therefore, the need to increase the production quantities while maintaining the 

traditional methods of production and the quality of the raw materials (seeds used are selected from 

the local production) becomes more and more urgent. In this regard, it must be considered that the 

limited production volumes are due not only to the limited availability of original local seeds, but also 

to the peculiarities of the production cycle of legumes (cultivation is made on a three -year rotation 

basis, so that the purpose of the production increase can only be achieved by cultivating a greater 

number of hectares). In this sense, the challenges, that the cooperative has to face, are the following: - to 

attract the interest of a greater number of associates, owning land in the local area; - to overcome the 
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cultural barrier s discouraging the inclusion into the project of land owners belonging to the 

neighbouring municipalities; - to develop a more stable cooperation with the territory for the expansion 

of lands obtained on free loans and used for the production; - to acquire the right to use such land for a 

sufficiently long period (at least ten years). The entire community of Zollino takes advantage of the 

presence of the cooperative in terms of image return and development of the economic activities 

existing in the local area. In fact, the cooperative is able to attract customers from the neighbouring 

towns, so that the largest part of its products are sold in the provincial market. Then, there are various 

initiatives, such as the patronal feast, festivals and fairs that attract flow of tourists interested also in the 

cooperative products. 

CONCLUSIONS  

As shown in the present work, cooperatives are a form of enterprise which developed subsequently to 

ÊÈ×ÐÛÈÓÐÚÛɯÖÕÌÚȭɯ3ÖɯÊÖÕÊÓÜËÌȮɯÓÌÛɀÚɯÙÌÊÈÓÓɯÞÏÈÛɯ9ÈÔÈÎÕÐɯȹƖƔƔƙȺɯÚÛÈÛÌËȯɯ"Two interpretations can be given to 

this historical fact. The first sees the cooperative as the answer to a specific "failure" of the capitalist form of 

enterprise, i. e. as a kind of remedy or compensation for what the capitalist enterprise fails to obtain or to achieve... 

The second interpretation, however, sees the cooperative as a more advanced way of doing business in socially 

advanced systems... The first leads to relegate the cooperative to a niche position, useful and effective as long as 

you want, but to be included in the group of the exceptions to the rule... The second interpretation, however, leads 

to see the cooperative enterprise as the form to which the capitalist form of enterprise may tend in the long run, in 

advanced market economies". The present study focuses on the second interpretation and, in this sense, 

the study of the characteristics of community -based cooperatives, albeit limited because of the number 

of words allowed, is of great help to confirm the opportunities that cooperatives are  able to offer for 

their ability to meet the needs of economic development and employment with the need to protect 

health and the environment in small local communities. The two case studies from Puglia show that job 

creation and the development of entrepr eneurial activities on the part of the citizens can be 

implemented using this new cooperative model in which citizens self -manage the development of the 

local area through the production of goods and services at advantageous economic conditions, 

valorising  local resources and creating employment, while at the same time protecting the environment 

and the natural and cultural vocations of the territory.  
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CROSS-CULTURAL ISSUE S IN OFFSHORING: GER MAN 

MANUFACTURING AND EN GINEERING IN INDIA  

Adamson, Ivana 1; Mehl -Lammens, Petra2 

1School of Business and Management, Gloucestershire University  

2Management training & Counselling  

ABSTRACT  

This study focused on German middle -sized manufacturing and engineering companies 

offshored to India. The aim was to explore the working experiences of senior Indian 

managers, and to gain some understanding of how they perceive the cultural distance 

between the two countries. Further, and more importantly, how they manage the cross -

cultural working environments within the offshored industry in order to progress their 

careers to senior levels.  

Face-to-face semi-structured interviews were conducted amongst I ndian senior technical and 

HRM managers, with more than ten years working experiences in German offshored 

manufacturing and engineering companies. The findings revealed that misunderstandings 

arising from strategic and operational paradoxes embedded in cro ss-cultural operations were 

a part of the daily working experiences. However, careers of those capable and willing to 

manage the cultural diversity were given an opportunity to progress to senior levels and to 

operate globally, beyond the initial German -Indian cultural boundaries. Further, the findings 

suggest that for the offshoring industry to effectively manage a culturally diverse workforce, 

ÐÛɯÕÌÌËÚɯÛÖɯÜÕËÌÙÚÛÈÕËɯÐÕËÐÝÐËÜÈÓÚɀɯÊÖÕÚÛÙÜÊÛÚɯÖÍɯÛÏÌɯÚÌÓÍȮɯÖÍɯÖÛÏÌÙÚȮɯÈÕËɯÛÏÌɯÙÌÓÈÛÐÖÕÚÏÐ×ɯ

between the two, sincÌɯ ÛÏÌÚÌɯ ËÌÛÌÙÔÐÕÌɯ ÛÏÌɯ ÐÕËÐÝÐËÜÈÓɀÚɯ Ìß×ÌÙÐÌÕÊÌÚɯ ÖÕɯ ÛÏÌɯ ÌÔÖÛÐÖÕÈÓȮɯ

cognitive and motivational levels. Thus deep understanding of cross -cultural issues and 

effective management of individuals ultimately impact the working relationships and the 

organizational outcomes. 

 

Key Concepts 

Offshoring, cross-cultural awareness, cross-cultural dimensions, cultural distance, 

globalization, cultural convergence and divergence, the self, emotion, cognition, motivation.  
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INTRODUCTION  

.ÍÍÚÏÖÙÐÕÎɯÉÌÊÈÔÌɯÈɯ×ÙÌÍÌÙÙÌËɯÔÖËÜÚɯÖ×ÌÙÈÕËÐɯÍÖÙɯÖÙÎÈÕÐáÈÛÐÖÕÚɯÐÕɯÛÖËÈàɀÚɯÎÓÖÉÈÓɯknowledge - and 

service-based economies. It is driven by the liberalization of governmental controls, the rise of 

supporting institutions and an access to new markets. Instant communications and fast moving and 

ÙÌÓÐÈÉÓÌɯÛÙÈÕÚ×ÖÙÛÈÛÐÖÕɯÌÕÈÉÓÌËɯÖÙÎÈÕÐáÈÛÐÖÕÚɯÛÖɯÎÌÖÎÙÈ×ÏÐÊÈÓÓàɯÚÌ×ÈÙÈÛÌȮɯÖÙɯȿÖÍÍÚÏÖÙÌɀɯÔÈÕÜÍÈÊÛÜÙÐÕÎɯ

and services in time and space (Quinn, 1999; Grossman and Rossi, 2006). ȿ.ffÚÏÖÙÐÕÎɀȮɯÚÖÔÌÛÐÔÌÚɯ

ÙÌÍÌÙÙÌËɯ ÛÖɯ ÈÚɯ ȿÈɯ ÊÈ×ÛÐÝÌɯ ÖÍÍÚÏÖÙÐÕÎɀɯ ÐÕÊÓÜËÌÚɯmanufacturing, and activities that do not require 

shipment of physical products  thus can be performed in a foreign country . Blinder (2006) described 

offshoring as a migration of jobs but not the people who perform them.  

The manufacturing industries began to outsource their non -core operations back in the early 1970s 

and services soon followed (Taylor and Bain, 2000, 2005; Hirschheim and Lacity 2000, Kanban, et al., 

2003). Traditionally, China held a leading position in outsourced ma nufacturing. However, India with 

its English speaking and highly technically qualified young workforce, replaced China as a desirable 

destination for both outsourcing and offshoring, particularly in the ICT, engineering and R&Dȭɯ(ÐÛɀÚɯ

rapid offshore market  grew by about sixty per cent per annum, which accounts for over thirty percent 

ÖÍɯÛÖËÈàɀÚɯÖÝÌÙÈÓÓɯÎÓÖÉÈÓɯÖÜÛÚÖÜÙÊÐÕÎɯÊÖÕÛÙÈÊÛɯÝÈÓÜÌɯȹ3È××ÌÙȮɯƖƔƔƘȮɯ!ÙÖÞÕɯÈÕËɯ2ÛÖÕÌɯƖƔƔƘȮɯ,ÌÏÛÈɯÈÛɯÈÓȭȮɯ

2006, Budhwar et al., 2006).  

Germany, due to falling birthrates found i tself short of technically qualified workforce , thus offshoring 

to India provided an attractive solution ( Thurm et. al., 2007; Brandernburg and Domschke, 2007; 2009; 

Preissig, 2009; Heidemann, 2012; Demographic Change in Germany, 2011).  Further, the move offered 

cost benefits from the economies of scale and, an entry into rapidly growing Asian markets.  

Recently published research on management challenges in offshoring found an inverted U -shape 

relationship between suitability of tasks  for offshoring and the level of skill and professional 

experience required to carry these out competently (Pollak 2003, Thurm 2004, Grossman and Rossi, 

2006; Youngdhal et.al., 2008; Contractor et al., 2010; Mihalache et al., 2011; Jensen and Pedersen, 2012). 

Offshoring into a geographically and culturally different parts of the world carries both benefits and 

risks, depending on the task complexity. On the one hand, in labour intensive manufacturing 

employees perform relatively simple and repetitive tasks,  thus instructions can be expressed in 

explicit symbols that  are clear and relatively easy to learn.  The output then can be successfully 

maintained and with fewer misunderstandings than tasks that require greater conceptual knowledge 

and skills (Hamlin et  al., 2001, Levy and Murnane 2004, Leamer and Storper 2001). Knowledge 

intensive activities, on the other hand, consist of complex, non-routine tasks that require specific 

technical knowledge supported by shared tacit know -how skills . Some researchers reported that 

organizations tend to radically re -engineer their processes for the purposes of offshoring.  This tends 
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to result in reduced quality of the R&D output, and the readiness to innovate (Brenner and Tushman, 

2003; Grimpe and Kaiser 2010; Mihalache et al., 2011). Heenan and Perlmutter (1979) classified 

relationships between headquarters and offshored activities  

according to the degree to which they are ethnocentric, polycentric, region-centric, or geocentric. In 

ethnocentric relationships, policies and  procedures are imposed from the top; in polycentric, these are 

adapted and implemented locally. In region -centric relationships, the headquarters act as a buffer 

between the regions, and in geocentric relationships policies and procedures are developed with the 

input of all parties. Cultural diversity is having a potential both for  synergy and disruption, 

depending on variables such as language, political stability, level of development, market size and 

ÚÖ×ÏÐÚÛÐÊÈÛÐÖÕȮɯ ÚÐÕÊÌɯ ÛÏÌàɯ ÈÓÓɯ ÊÈÕɯ ÊÙÌÈÛÌɯ ÛÏÌɯ ȿËÐÚÛÈÕÊÌɀȭɯ %ÐÕÈÓÓàȮɯ ÛÖËÈàɀÚɯ ÌÝÐËÌÕÊÌɯ ÚÏÖÞÚɯ ÛÏÈÛɯ

ÊÖÙ×ÖÙÈÛÐÖÕÚɯÙÈÙÌÓàɯÍÈÓÓɯÝÐÊÛÐÔÚɯÛÖɯÛÏÌɯȿÓÈÊÒɯÖÍɯÍÐÛɀɯÉÌÛÞÌÌÕɯÕÈÛÐÖÕÈÓɯÊÜÓÛÜÙÌÚȭɯɯ,ÖÙÌɯÖÍÛÌÕɯÛÏÈÕɯÕÖÛȮɯ

corporate cultures are seen to modify the dynamics of national cultures (Buckley and Casson, 1976, 

1979; Erramilli, 1996; Morosini, 1998; Parkhe, 1991; Shenkar, 2012). 

Culture and HRM in offshoring  

In the late 1990s, organizations downsized, delayered and re-engineered their processes in order to 

become more flexible in keeping pace with new technology and the grow ing global competition. Re -

engineering and managerial control required equally flexible HRM practices (Betcherman et al., 1994). 

This meant selecting the human resource policies and practices that would best support that strategy. 

The new HRM embraced ideas of continuous employees training and development. A case was made 

for the inclusion of the HRM into the strategic dec ision making processes in order to develop a global 

approach to manage rapidly growing culturally diverse workforce (Brewster, 1990; Pettigrew and 

Henry, 1990; Guest, 1991; Sisson,1994; Legger, 1995; Storey, 1995; Erickson and Gratton, 2007).  

The present management literature suggests that successful organizations clearly and visibly 

articulate their values; focus on activities such as effective coordination of shareable ideas and, on 

cross-culturally transferable management capabilities. The HRM role is t o attract and retain highly 

engaged diverse employees. Some believe, thus is achievable only when the HRM function becomes 

integrated into the strategic decision making processes (Yeung et al.,1999; Daniels and Radebaugh, 

1998; Hamlin et al., 2001; Teece, 2007; Stahl and Bjorkman, 2006; Sparrow and Brewster, 2006; and 

Morris and Snell, 2011). This further demands a thorough awareness of the cultural assumptions 

underlying the HR practices themselves, and an ability to evaluate and resolve problems arising f rom 

cultural distance.   

However, issues arising from managing a culturally divergent workforce make it almost impossible to 

develop a universally integrated HRM model. Morris and Snell (2011) attempted it by configuring 

ÖÙÎÈÕÐáÈÛÐÖÕÚɀɯÌßÐÚÛÐÕÎɯÊÙÖÚÚ-cultu ral intellectual capital (individual, organizational and social) with 
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their capabilities (generation of ideas, sharing knowledge and implementation of new ideas). The 

model was then tested in a number of manufacturing global organizations. The findings rev ealed two 

key conclusions: 

1. successful development of organizational capabilities in cross-cultural contexts depend on 

how well the relationship between the individual, organizational and social dimensions is 

configured, and  

2. all the tested dimensions were found to be equally important, although their impact on 

ÖÙÎÈÕÐáÈÛÐÖÕÚɀɯÈÉÐÓÐÛÐÌÚɯÛÖɯÎÌÕÌÙÈÛÌɯÕÌÞɯÐËÌÈÚȮɯÛÖɯÚÏÈÙÌɯÒÕÖÞÓÌËÎÌɯÈÕËɯÛÖɯÐÔ×ÓÌÔÌÕÛɯÕÌÞɯ

ideas in cross-cultural environments significantly differed.  

(ÕɯÊÖÕÊÓÜÚÐÖÕȮɯ,ÖÙÙÐÚɯÈÕËɯ2ÕÌÓÓɀÚɯȹƖƔƕƕȺɯÙÌÚÌÈÙÊÏɯfindings suggest, that an operable integrated HRM 

approach toward  the more difficult aspects of cross-cultural diversity  could hold a key role in the 

ËÌÝÌÓÖ×ÔÌÕÛɯÖÍɯÉÖÛÏɯÖÙÎÈÕÐÚÈÛÐÖÕɯÈÕËɯÌÔ×ÓÖàÌÌÚɀɯÊÖ×ÐÕÎɯÚÒÐÓÓÚȭɯ6ÏÐÓÌɯÊÖÙ×ÖÙÈÛÐÖÕɯÊÜÓÛÜÙÌÚɯÔÈàɯÚÏÖÞɯ

similar ities, individuals in these corporations come from different cultures and hold different self -

constructs, and how they see others. These constructs can and often do influence, the nature of 

individual experience, in terms of cognition, emotion and motivati on (Markus, Kitayama, sighted in 

Baumeister, 1999).     

Cross-cultural perspectives  

Culture is a complex construct consisting of social norms, values, beliefs and attitudes. It is often 

difficult to separate national cultures from their economic and politi cal factors, although there is 

considerable evidence that some aspects of culture differ across national borders and have a 

ÚÐÎÕÐÍÐÊÈÕÛɯÐÔ×ÈÊÛɯÐÕɯÛÏÌɯÞÖÙÒ×ÓÈÊÌȭɯ%ÖÙɯÛÏÌɯ×ÜÙ×ÖÚÌɯÖÍɯÛÏÐÚɯ×È×ÌÙȮɯ'ÖÍÚÛÌËÌɀÚɯȹƖƔƔƕȺɯƙ#ɯ,ÖËÌÓɯÖÍɯ

cultural differences was used for determining the relative cultural distance between German and 

Indian technical employees, and more importantly, because the model tends to form a basis for a 

cross-cultural orientation training used by companies operating in different geographic areas.  

Hofstede offers an insight into cultural distance by offering two outcomes: 1) it enables us to 

categorize seemingly inconsistent observations by asking questions about the assumed universality of 

motivation, cognition and emotions, and 2) the categories then help us to identify the role of culture in 

mediating and regulating individual and corporate behaviours.  

The 5D Model consists of the following bipolar dimensions: individualism versus collectivism, power 

distance, uncertainty avoidance, and masculinity versus femininity. Later Bond (1991) and Minkov 

(2010) added  pragmatism versus normative orientation and indulgence versus restraint dimensions.  

'ÖÍÚÛÌËÌɀÚɯÚÖÊÐÖ-cultural dimensions are the following:   

1. Individualism versus collectivism dimension  compares group harmony and consensus against 

individual approach to life:  
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¶ individualism is the tendency to rely on and take care of oneself, and 

¶ collectivism is characterized by a tight social network to which individuals belong, and 

feel different from other gro ups. 

2. Power distance dimension addresses the extent to which the less powerful members in 

organization accept unequal power distribution.  

3. Uncertainty avoidance dimension refers to attitudes and behaviours toward uncertainty. (i.e.: 

avoidance of risk, and preference for predictability and control).  

4. Masculinity versus femininity dimension, addresses: 

¶ masculine  cultures that  emphasize assertiveness, competitiveness and materialism, 

and 

¶ feminine cultures that are concerned with quality of relationships, nurturing and social 

well -being.  

5. Pragmatism versus normative orientation dimension describes how people in the past, as well as 

today, relate to the fact that so much that happens around us cannot always be explained:  

¶ organisations with normative orientation generally have a strong concern with 

establishing the absolute truth, are normative in their thinking, e xhibit respect for 

traditions, and focus on achieving quick results, and  

¶ organisations with a pragmatic orientation  believe that truth depends very much on 

situation, context and time. These tend to adapt traditions to changed conditions and 

show perseverance in achieving results. 

6. Indulgence versus restraint dimension  juxtaposes the free gratification of human needs against 

strict social norms: 

¶  indulgence stands for a society that allows relatively free gratification of basic and 

natural human drives rel ated to enjoying life and having fun, and    

¶ restraint stands for a society that suppresses gratification of needs and regulates it by 

means of strict social norms.  

The above 1 ɬ 4  socio-ÊÜÓÛÜÙÈÓɯËÐÔÌÕÚÐÖÕÚɯÙÌ×ÙÌÚÌÕÛɯÐÕËÐÝÐËÜÈÓÚɀɯÝÈÓÜÌÚɯÈÕËɯÕÖÙÔÚɯ×ÈÚÚÌËɯÖn from 

one generation to another during the process of socialization. The latter were added to support 

ÛÖËÈàɀÚɯÎÓÖÉÈÓɯÉÜÚÐÕÌÚÚɯÈÕËɯÖÙÎÈÕÐáÈÛÐÖÕÈÓɯÌÕÝÐÙÖÕÔÌÕÛÚȭ 

Trompenaar et.al.(1998) and Hall, et.al.(1960, 1984, 1990) developed further dimensions, such as 

ȿÜÕÐÝÌÙÚÈÓÐÚÔɯÝÌÙÚÜÚɯ×ÈÙÛÐÊÜÓÈÙÐÚÔɀȮɯɯȿÔÖÕÖÊÏÙÖÔÐÊɯÝÌÙÚÜÚɯ×ÖÓàÊÏÙÖÔÐÊɀɯÈÕËɯȿÏÐÎÏɯÝÌÙÚÜÚɯÓÖÞɯÊÖÕÛÌßÛɯ

ÊÜÓÛÜÙÌɀȭɯ3ÏÌÚÌɯÈËËÐÛÐÖÕÈÓɯËÐÔÌÕÚÐÖÕÚɯÞÌÙÌɯÌßÛÌÕËÐÕÎɯÛÏÌɯËÐÚÊÜÚÚÐÖÕɯÉÌàÖÕËɯÛÏÌɯÚÊÖ×ÌɯÖÍɯÛÏÐÚɯÚÛÜËàȮɯ

thus were excluded.  

The Table 1 below shows the current cultural values of India and Germany on the above 1 ɬ 6 
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dimensions as published by the Hofstede Centre (2014). 

 Country  Country  Score 

Socio-cultural 

Dimensions  

INDIA  GERMANY  Differences  

Power Distance 71 26 +45 

Individualism versus 

Collectivism  

49 72 -23 

Masculinity versus 

Femininity  

57 68 -11 

Uncertainty Distance 31 55 -24 

Pragmatism v. Normative 

Orientation  

52 57  +5 

Indulgence versus 

Restraint 

26 40 -14 

  Source: The Hofstede Centre (http://geert-hofstede.com), 2014 

 

Table 1: The  Comparison ÖÍɯ2ÊÖÙÌÚɯɯ!ÌÛÞÌÌÕɯ(ÕËÐÈɯÈÕËɯ&ÌÙÔÈÕàɯɯÐÕɯ'ÖÍÚÛÌËÌɀÚɯƙ#ɯ,ÖËÌÓɯÖÍɯ

Cultural Differences  

The above score differences between German and Indian cultures show Germany low on the power 

distance, and relatively high on uncertainty avoidance and individualism. Indi a is high on power 

distance, but low on uncertainty avoidance and individualsm.  

!ÖÛÏɯÊÜÓÛÜÙÌÚɯÈÙÌɯÙÌÓÈÛÐÝÌÓàɯÏÐÎÏɯÖÕɯÔÈÚÊÜÓÐÕÐÛàȮɯÞÏÐÊÏɯËÖÌÚÕɀÛɯÚÏÖÞɯÐÕɯÛÏÌɯÚÊÖÙÌÚȭɯ(Õɯ(ÕËÐÈɯ×ÌÖ×ÓÌɯÈÙÌɯ

known to restrain from indulging in masculine displays to an extent tha t they might be naturally 

inclined to. In Germany, the focus is on success and achievement, validated by material gains. Work is 

ÛÏÌɯÊÌÕÛÌÙɯÖÍɯÐÕËÐÝÐËÜÈÓɀÚɯÓÐÍÌɯÈÕËɯÝÐÚÐÉÓÌɯÚàÔÉÖÓÚɯÖÍɯÚÜÊÊÌÚÚɯÐÕɯÛÏÌɯÞÖÙÒɯ×ÓÈÊÌɯÈÙÌɯÐÔ×ÖÙÛÈÕÛȭ 

In Indian organizations, the re al power is centralized and employees expect to be directed and told 

what is expected of them. However, Indian employees show a relatively low need for certainty 

×ÙÖÝÐËÌËɯÉàɯ×ÓÈÕÕÐÕÎȮɯÛÌÕËɯÛÖɯÉÌɯ×ÈÛÐÌÕÛȮɯÛÖÓÌÙÈÕÛɯÈÕËɯÐÕÝÌÕÛÐÝÌɯÐÕɯɁÉà×ÈÚÚÐÕÎɯÛÏÌɯÚàÚÛÌÔɂɯÞÏÌn 

seeking answers to problems. Indians more than Germans show a preference for belonging to a larger 

social framework, where hiring and promotion decisions are often based on relationships.  

Kogut and Singh (1988), Barkema et al. (1997) and Barkema and Vermeulen (1998) examined the role 

of uncertainty avoidance. They reported that uncertainty avoidance was more important than any 

other cultural dimensions in predicting outcomes.  'ÖÍÚÛÌËÌɀÚɯÊÙÐÛÐÊÚɯÈÙÎÜÌɯÛÏÈÛɯÏÐÚɯÈÚÚÜÔ×ÛÐÖÕÚɯÖÍɯ

cultural equivalence are misleading.  Further, his cultural distance index used to measure the 
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constructs relies on national culture measures alone, where corporate cultures and behaviours tend to 

be overlooked (Goodstein & Hunt, 1981; Haspeslagh & Jemison,1991; Schwartz, 1994; Schwartz & 

Bilsky, 1990). Whether we agree or not, cultural distance,  by definition, implies homogeneity within 

national cultures, stability and symmetry between the home and host  cultures. Further, it implies 

causal effects, on entry mode and performance. The culture distance construct is often used when 

explaining why companies fail, although, we have to remember that the construct of culture distance 

is difficult to conceptualize and could prove misleading for assessing success or failure in offshoring.  

THE MET HODOLOGY  

The key objectives of the study were to explore the expectations and realities of senior Indian 

managers employed by German offshored engineering and manufacturing companies. In particular, 

an information was sought about the process of their recruitment, cultural socialization, technical 

training, performance appraisal, compensation and rewards and career development.  

Data collection 

Qualitative methods offer a broad range of techniques for describing, decoding and explaining 

meanings of observed social phenomena (Van Maanen, 1983;  Easterby-Smith et al. 1991; Walker, 1991; 

Miller, 1991), Interviewing is a basic data gathering technique, and range from structured or directed 

questions to unstructured or open account. In depth, face-to-face interviews are the fundamental 

approach, and are appropriate where the primary purpose is to understand the meaning of issues and 

ÚÐÛÜÈÛÐÖÕÚɯÛÏÈÛɯÈÙÌÕɀÛɯÚÛÙÜÊÛÜÙÌËɯÐÕɯÈËÝÈÕÊÌɯÉàɯÛÏÌɯÙÌÚÌÈÙÊÏÌÙȭɯ3ÏÐÚɯÔÌÛÏÖËɯÐÚɯ×ÈÙÛÐÊÜÓÈÙÓàɯÌÍÍÌÊÛÐÝÌɯÍÖÙɯ

gaining new insights into ma ÕÈÎÌÔÌÕÛɯÐÚÚÜÌÚɯÚÐÕÊÌɯÐÛɯÈÓÓÖÞÚɯÛÏÌɯÙÌÚÌÈÙÊÏÌÙɯÛÖɯ×ÙÖÉÌɯÛÏÌɯÐÕÛÌÙÝÐÌÞÌÌɀÚɯ

personal experience and to encourage them to explore their personal values and beliefs. This has to be 

handled sensitively and with a considerable skill, if the researcher is to be trusted. Further, there is a 

need to understand the constructs used by the participants, and to understand their worlds. The 

researchers in this study opted for a semi-structured, face-to-face interviews, where respondents were 

asked to explore a number of open questions. The questions were structured around the topics of their 

job selection, socialization into the company, technical training, performance appraisal, compensation 

and rewards and career development.  

The participants 

For the purpose of this paper, the snowballing method was used to select participants. The 

participants were senior Indian managers (nine technical and three HR) working for large German 

manufacturing or engineering companies. All were male, held technical  degrees, and were aged 

between mid forties to mid fifties. Each was in charge of more than hundred employees. The 
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participants worked for German offshored companies for more than ten years, although except of one, 

who was employed by the same company continuously for twelve years, the rest were in their present 

employment for less than two years. One of the participants held eighteen positions in German 

offshored companies over the past fifteen years.  Each attended cultural orientation workshop at the 

beginning of their employment, held locally, but then regularly participated in technical coaching 

programmes held in Germany. One commutes to Europe every six weeks and one currently manages 

his team in India from Germany. The HR managers spent two years in ÛÏÌɯÊÖÔ×ÈÕàɀÚɯ'1ɯËÌ×ÈÙÛÔÌÕÛɯ

to learn the rules and procedures there, and to learn German. 

 

Time, data collection, place and recording technology 

The in-depth interviews were recorded in face -to-face situations. The participants were given the six 

topics outlined above and invited to talk freely about their experiences in German offshored 

ÊÖÔ×ÈÕÐÌÚȭɯ3ÏÌɯÐÕÛÌÙÝÐÌÞÚɯÛÖÖÒɯ×ÓÈÊÌɯÐÕɯÛÏÌɯ×ÈÙÛÐÊÐ×ÈÕÛÚɀɯÖÍÍÐÊÌÚɯÖÝÌÙɯÈɯ×ÌÙÐÖËɯÖÍɯÚÐßɯÔÖÕÛÏÚɯÐÕɯÛÏÌɯ

first part of 2012. Each participant was visited twice and the duration  of each interview was 

ËÌ×ÌÕËÌÕÛɯÖÕɯÛÏÌɯÈÝÈÐÓÈÉÐÓÐÛàɯÖÍɯȿÍÙÌÌɀɯÛÐÔÌɯÈÕËɯÞÐÓÓÐÕÎÕÌÚÚɯÛÖɯ×ÈÙÛÐÊÐ×ÈÛÌɯÐÕɯÛÏÌɯÚÛÜËàȭɯ3ÏÌɯÍÐÙÚÛɯ

interview took a place during the working hours and the follow up interviews took place after 

ÞÖÙÒÐÕÎɯÏÖÜÙÚȭɯ(ÕɯÛÏÌɯÓÈÛÛÌÙȮɯÛÏÌɯȿÔÐÙÙÖÙÐÕÎɀɯÛÌÊÏÕÐØÜÌɯÞÈÚɯÜÚÌËɯÛÖɯÊÓÈÙÐÍàɯÌÈÙÓÐÌÙɯÙÌ×ÖÙÛÌËɯÐÚÚÜÌÚȭɯ3ÏÌɯ

interviews were digitally recorded and later transcribed and reflected upon in order to spot 

consistency in the narrative, signs of fatigue, a potential social desirability bias, or politica lly correct 

responses.  

THE INTERVIEWS  

The interviews data were summarized into three broad categories: Recruitment, Compensation and 

Reward,  Socialisation, Training and Performance Appraisal, and Cross-Culture Issues, and presented 

in Tables 2 ɬ 4 below:  

Recruitment, Compensation and Rewards  

¶ 3ÏÌɯÊÌÕÛÙÈÓɯ'1ɯËÌ×ÈÙÛÔÌÕÛɯÐÚɯÈÛɯÛÏÌɯÊÖÔ×ÈÕàɀÚɯ'ÌÈËØÜÈÙÛÌÙÚɯÐÕɯ&ÌÙÔÈÕàȮɯ

although the HR rules and policies are implemented locally.  

¶ Technical employees are routinely recruited from other offshored 

companies.  

¶ In order to reduce the negative impact of attrition, some offshored 

companies began to recruit individuals over the age of 35 years. 

¶ Western educated employees are sought after; since they are expected to 
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adjust faster, although they expect higher salaries and a rapid promotion.  

¶ IT specialists and engineers expect to be promoted within 3 years. 

¶ IT specialists and engineers are more interested in good salaries than in 

long-term benefits such as healthcare and pension. 

3ÈÉÓÌɯƖȯɯ3ÏÌɯ2ÌÕÐÖÙɯ(ÕËÐÈÕɯ,ÈÕÈÎÌÙÚɀɯ1ÌÍÓÌÊÛÐÖÕÚɯÖÕɯ1ÌÊÙÜÐÛÔÌÕÛȮɯ"ÖÔ×ÌÕÚÈÛÐÖÕɯÈÕËɯ1ÌÞÈÙËÚɯ 

The qualitative data in the above Table 2 suggest that the Indian managers are comfortable with 

uncertainty by being prepared to change jobs in order to secure the best position available (as 

×ÙÌËÐÊÛÌËɯÉàɯ'ÖÍÚÛÌËÌɀÚɯƙ#ɯ,ÖËÌÓȺȭɯ'ÖÞÌÝÌÙȮɯÛÏÌÐÙɯÚÌÕÐÖÙɯÔÈÕÈÎÌÔÌÕÛɯÚÛÈÛÜÚɯÚÜÎÎÌÚÛÚɯÈɯÏÐÎÏɯÓÌÝÌÓɯÖÍɯ

ÐÕËÐÝÐËÜÈÓÐÚÔɯÈÕËɯÓÖÞÌÙɯ×ÖÞÌÙɯËÐÚÛÈÕÊÌȮɯÞÏÐÊÏɯËÐÍÍÌÙÚɯÍÙÖÔɯ'ÖÍÚÛÌËÌɀÚɯÕÜÔÌÙÐÊɯÐÕËÐÊÈÛÖÙÚɯÖÕɯÛÏÌɯ

Power Distance and Individualism versus Collectivism culture dimensions.  

Bhatnagar (2007) surveyed the Indian offshoring employment opportunities and concluded that while 

India has a large talent pool at the entry levels, the available pool of middle and senior management is 

relatively sÔÈÓÓȭɯ3ÏÌɯÓÈÛÛÌÙɀÚɯÈÕÕÜÈÓɯÈÛÛÙÐÛÐÖÕɯÙÈÛÌÚɯÞÌÙÌɯÌÚÛÐÔÈÛÌËɯÈÛɯÈÉÖÜÛɯƗƔ-35 per cent (Phukan, 

2007). This is seen as a potentially serious problem both for India and the whole offshoring industry in 

terms of developing trust and a shared base for a long-term productive relationship. The above 

ÍÐÕËÐÕÎÚɯÛÌÕÛÈÛÐÝÌÓàɯÚÜ××ÖÙÛɯ!ÏÈÛÕÈÎÈÙɯÈÕËɯ/ÏÜÒÈÕɀÚɯÊÖÕÊÓÜÚÐÖÕÚȮɯÈÓÛÏÖÜÎÏɯÐÛɯÐÚÕɀÛɯÊÓÌÈÙɯÍÙÖÔɯÛÏÌÐÙɯ

ÚÛÈÛÌÔÌÕÛȮɯÞÏÈÛɯÈÚÚÜÔ×ÛÐÖÕÚɯÜÕËÌÙÓÐÌɯÛÏÌÐÙɯÝÐÚÐÖÕɯÖÍɯȿÈɯÓÖÕÎɬÛÌÙÔɯ×ÙÖËÜÊÛÐÝÌɯÙÌÓÈÛÐÖÕÚÏÐ×ɀȭ 

Socialisation, Training and Pe rformance Appraisal  

¶ Cross-cultural awareness training for expats is carried out in Germany and 

for Indian technical employees in India. These tend to be delivered by 

external trainers. 

¶ In the past, only German engineers were project leaders. Now they come to 

India only for up to three months at a time. This, in the view of their Indian 

colleagues often causes communications and timely resolution of problems. 

¶ All development and technical training programmes (both technical and 

cross-cultural orientation ) were developed in Germany. 

¶ Indian project managers are trained in Europe and the training was 

considered excellent. 

¶ Manual prototype testing is always carried out in India, for costs reasons.  

¶  

¶ Today, Indian project leaders can expect to spend working 3 ɬ 6 months per 

annum in Europe, while directing the operations in India from there.  

¶ Indian engineers working as global project leaders can spend up to 2 years 

in Europe. 
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¶ Finally, the managers felt that they need to be included more in planning 

and decision making processes. 

¶ European style appraisals tend to offend Indians who, on receiving lower 

than expected rating, tend to leave. 

Table 3: Socialisation, Training and Performance Appraisal  

The above findings suggest that the cultural orientation pro grammes tend to be left to external 

training companies to develop and to deliver on behalf of the parent company, while the technical 

development programmes are developed at the parent company.  Further, the above table reveals 

some misunderstandings arising from strategic and operational paradoxes embedded in cross-cultural 

operations that are an integral part of the daily working experiences. However, careers of those 

capable and willing to manage cultural diversity were given an opportunity to progress t o senior 

levels and to operate across cultural boundaries. 

(ÕɯÛÌÙÔÚɯÖÍɯ'ÖÍÚÛÌËÌɀÚɯƙ#ɯ,ÖËÌÓɯÖÍɯÊÜÓÛÜÙÈÓɯËÐÔÌÕÚÐÖÕȮɯÛÏÌɯÈÉÖÝÌɯÍÐÕËÐÕÎÚɯÚÜÎÎÌÚÛɯÏÐÎÏɯÐÕËÐÝÐËÜÈÓÚÔȮɯ

ÈÕËɯÓÖÞɯ×ÖÞÌÙɯËÐÚÛÈÕÊÌɯÈÔÖÕÎÚÛɯÛÏÌɯÔÈÕÈÎÌÙÚȮɯÞÏÐÊÏɯËÖÌÚÕɀÛɯÊÖÔÍÖÙÛÈÉÓàɯÍÐÛɯÐÕÛÖɯÛÏÌɯÔÖËÌÓȭɯ 

Cross-Cultural Issues and Career Development  

¶ When misunderstandings arise, these are attributed to German engineers 

not speaking fluent English.  

¶ The managers felt that they alone were expected to culturally adapt, rather 

than it being a two -way process.  

¶ The managers raised questions about European and Indian technical teams 

being valued equally.  

¶ The managers reported problems when communicating with the local and 

ÊÌÕÛÙÈÓɯ'1ɯËÌ×ÈÙÛÔÌÕÛÚȭɯ3ÏÌÚÌɯÞÌÙÌɯÙÌÍÌÙÙÌËɯÛÖɯÈÚɯȿÈɯÕÐÎÏÛÔÈÙÌɀɯÈÕËɯ

ȿÜÕÙÌÚ×ÖÕÚÐÝÌɀɯÛÖɯÛÏÌɯÓÖcal needs. 

¶ 3ÏÌɯÔÈÕÈÎÌÙÚɯÈÙÌɯÜÚÌËɯÈÕËɯÞÐÓÓÐÕÎɯÛÖɯÞÖÙÒɯÓÖÕÎɯÏÖÜÙÚȮɯÐÍɯÕÌÌËÌËȮɯÈÕËɯËÖÕɀÛɯ

understand they are discouraged from working outside the official working 

hours and at weekends. 

¶ -ÖÛɯÈÓÓɯ&ÌÙÔÈÕɯÌÕÎÐÕÌÌÙÚɯÈÙÌɯÚÌÌÕɯÈÚɯȿÔÜÓÛÐÚÒÐÓÓÌËɀȮɯÖÕɯÖÊÊÈÚÐÖÕÚɯÞÌÙÌɯ

reported to arrive unprepared, and are known to refuse to help by claiming 

ÛÏÈÛȯɯȿȱɯÛÏÐÚɯÐÚÕɀÛɯÛÏÌÐÙɯÑÖÉȮɯȱɀȭ 

¶ Until recently, German engineers held all senior positions.  

¶ The HR managers were satisfied with their role, although would welcome 

greater interaction and an exchange of ideas with the Headquarters. 

Table 4: Cross-Cultural Issues  
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The above table shows that the company aims and objectives are clearly carried out by a diverse 

workforce with different work ethics. This suggests that the relationship  between German offshored 

companies and Indian technical employees is becoming professionally integrated without necessarily 

narrowing the culture distance. The next step to ask is if there are recognizable and universal aspects 

of culture -free components of cognition, emotion and motivation, and to what extent these help to 

unify diversity. However, answering these questions extends beyond the scope of this study.  

DISCUSSION  

'ÖÍÚÛÌËÌɀÚɯƙ#ɯ,ÖËÌÓɯÖÍɯÊÜÓÛÜÙÈÓɯËÐÔÌÕÚÐÖÕÚɯÞÈÚɯÜÚÌËɯÈÚɯÈɯÍÙÈÔÌÞÖÙÒɯÛÖɯÎÈÐÕɯÈÕɯinsight into the 

cultural differences between German and Indian offshoring operations. This offered a fairly familiar 

conceptual framework for the researchers to work with when attempting to categorize seemingly 

inconsistent observations by asking questions about the assumed universality of motivation, cognition 

and emotions, and to identify the role of culture in mediating and regulating individual and corporate 

behaviours. Hofstede (1989) believes that some cultural differences are less disruptive than others, 

although the expatriate literature suggests that adjustment to similar cultures can be just as difficult as 

ÈËÑÜÚÛÔÌÕÛɯÛÖɯËÐÚÛÈÕÛɯÖÕÌÚɯȹ!ÓÈÊÒɯȫɯ,ÌÕËÌÕÏÈÓÓȮɯƕƝƝƕȰɯ!ÙÌÞÚÛÌÙȮɯƕƝƝƙȰɯ.ɀ&ÙÈËàɯȫɯ+ÈÕÌȮɯƕƝƝƚȺȭɯ 

This study focused only on the offshoring experiences of senior Indian senior managers and the study 

findings suggest that in spite of the considerable culture distance between the two nations, Indian 

technical employees are offered an opportunity to become integrated into the parent company and at 

relative ly senior levels without losing their cultural identity.  

Leading culturally diverse teams requires an understanding of leadership and its effectiveness and is 

an accurate predictor of  performance outcomes. Effective leadership has a positive impact on 

employee task performance, organizational identification and organizational citizenship behaviour 

(Piccolo, Greenbaum et al. 2010, Walumbwa, Mayer et.al. 2011). It plays an important role in the 

process of sense making and sense giving, thus the culture construct in the role of leadership is an 

important one.  

Culture is a dynamic force for change, influencing and being influenced by other world -views and 

ÈÊÛÚȭɯ ɯÉÌÓÐÌÍɯÛÏÈÛɯÛÖËÈàɀÚɯÎÓÖÉÈÓÐáÈÛÐÖÕɯÏÈÚɯÈɯÏÖÔÖÎÌÕÐáÐÕÎɯÐÕÍÓÜÌÕÊÌɯÖÕɯÓÖÊÈÓɯÊÜÓÛÜÙÌɯÏÈÚɯÕÖÛɯÉÌÌÕɯÚÖɯ

far supported. However, leveraging the benefits of offshoring  against protecting the local culture 

requires a careful approach. Different cultures have different concepts of individuality that determines 

the basic relatedness with others and with institution s. The difference between individuals in 

ȿÐÕËÌ×ÌÕËÌÕÛɀɯÖÙɯȿÐÕÛÌÙËÌ×ÌÕËÌÕÛɀɯÊÜÓÛÜÙÌÚɯÏÈÚɯÈɯËÐÚÛÐÕÊÛɯÚÌÛɯÖÍɯÊÖÕÚÌØÜÌÕÊÌÚɯÍÖÙɯÛÏÌÐÙɯÊÖÎÕÐÛÐÖÕȮɯ

emotion and motivation, and none of the three components have been found as being culture-free. 
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Cultural distance aside, financial threats to offshoring  can be considerable. The initial investment in 

the relocation requires additional resources without affecting the daily activities. This can weaken the 

communication of the strategic objectives to the employees, introduce uncertainty, detract the focus on 

innovation, and lose experienced employees. The introduction of culture distance construct adds 

complexity, which is difficult to include in the calculations during the initial planning process.  

In conclusion, if off shoring is not to buckle down under the weight and cost of culture distance, the 

HR function has to take on the responsibility for managing culturally diverse recruitment, develop 

culturally aware leaders, and provide direction, without undermining the ind ÐÝÐËÜÈÓɀÚɯÚÌÓÍ-construct. 

By attracting, and developing employees who are comfortable with the strategic and  operational 

paradoxes embedded in the global organizations and who are capable of maintaining cultural 

diversity, the HRM becomes the key change agent in helping organizations to achieve their strategic 

aims. 
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