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ABSTRACT

This paper examines the effect of transformational, transactional and passive leadership on the performance of multi-
cultural teams in the People’s Republic (PR) of China. 42 multicultural teams with a total of 158 team members em-
ployed at German companies in the PR China completed a questionnaire which has been analyzed to show the extent to
which these three leadership styles moderate the relationship between cultural diversity and social integration, satisfac-
tion, communication effectiveness and conflict. To evince an explanation for discrepancies it has also been examined
whether all three leadership styles justified mediating effects. The relationship between cultural diversity and several
team variables has been explained through the resource-oriented theory, the information processing theory, the similar-
ity-attraction theory and the social identity and social categorization theory. The effect of transformational, transactional
and passive leadership is based on the theory of charismatic leadership from Bass and its related “Full Range of Lead-
ership”. Results suggest transformational, transactional and passive leadership moderate the relationship between cul-
tural diversity and conflict. In addition, it has been shown that transactional leadership mediates all four group variables.

This study identifies practical implications and proposes an agenda for future research.
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1. Introduction

In the course of growing internationalization, multicul-
tural teams have been established as standard in most
multi-national companies [1]. This development is espe-
cially applicable to the PR China, whose status as the
second biggest economy behind the USA reveals its im-
portance for the business operations of international com-
panies [2]. However, collaboration within multicultural

teams in the PR China does not always proceed smoothly.

Besides the clearly positive outcomes of multicultural
teams such as advanced problem solving capabilities,
negative effects might also occur. To ensure a construc-
tive working environment, it is the task of the team
leader to align all team members on overall procedures
and to coordinate cooperation within the team. Because
existing leadership instruments cannot necessarily be
applied to varying culturally heterogeneous working en-
vironments, the different leadership situation of the PR
China may cause difficulties and requires the selection of
an appropriate leadership style. Henceforth the underly-
ing problem of this study is being formulated as follows:
through which specific leadership style can the perform-
ance of multicultural teams in the PR China be in-
creased?

The relevance of this problem can be illustrated
through three developments which run in parallel and
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impact the amplified use of teams to complete tasks: A
greater organization of work in teams [3], a progressive
internationalization of business activities [4] and an en-
hanced information and communication technology [5].
The conflation of these factors and the increasing impor-
tance of the PR China reflect the relevance of the under-
lying problem and can be summarized as follows: multi-
cultural teams will play a key role in companies operat-
ing in the PR China, however the effect of cultural diver-
sity in teams has not been entirely revealed yet. Based on
the defined problem, this paper examines the effect of
leadership styles on the performance of multicultural
teams in the PR China. Specifically, this paper reveals to
which extent transformational, transactional and passive
leadership lead to greater performance of multicultural
teams in the PR China. In a nutshell it can be stated that:
the objective of this paper is to empirically examine the
effect of transformational, transactional and passive lea-
dership on the performance of multicultural teams in the
PR China.

2. Conceptual Framewor k
2.1. Multicultural Teams

A team comprises two or more persons who in the course
of their interaction, illustrate an intact, social system with
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a clear role structure and who undertake through direct,
mutually dependent cooperation, one or more tasks with-
in an organizational setting [6-9]. The success of a team
can be measured to the extent it achieves the given target;
therefore effectiveness serves as a starting point for suc-
cessfully modeling a team. To explain the basic relation-
ship between the different team variables, the Input-Me-
diator-Output (IMO) effectiveness model has been used,
as it sufficiently describes the association of the different
variables and underlines the importance of mediators as
intermediate variables [10,11]. Based on this classifica-
tion framework, the fundamental characteristic which im-
pacts the different group variables and ultimately the over-
all performance of multicultural teams is cultural diver-
sity as the input factor.

Cultural diversity is a multi-faceted construct and from
a substantive view, can simply be described as variety in
the different knowledge supplies of humans. Such know-
ledge is defined as cross-linked information in a certain
context, which contains theoretical findings, practical
advices and guidelines [12]. These knowledge supplies
are based on value concepts, characterized through a de-
dicated structure, mentally accentuated, beyond indivi-
dualistic, but dominant, dynamic, learnable, created by
humans and able to be experienced on different layers
and impact behavior [13-17]. The combination of these
elements impact humans in their thinking and behavior,
whereby their acceptance, performance, satisfaction and
development in a team is being influenced [18]. From a
spatial view, a cultural group can be assigned to a cul-
tural area which is being classified by either surface-level
aspects such as geographic, national or language affilia-
tion or deep-level aspects such as sociological or human-
istic affiliation [16,19,20].

Previous research findings indicate that members of a
cultural group can be part of multiple cultures, which can
conflict with each other or from which their members can
interchange (among different groups). In addition, not all
members of a cultural group necessarily have to match in
regard to each cultural attribute. Rather a significant cul-

tural variability seems to exist within cultural groups [21].

Recent findings also point out that beyond cultures, new
boundaries have been established and the stability of
existing cultural boundaries has decreased [22,23]. These
cultural influences seem to have a stronger intra-indi-
vidual effect than commonly assumed today [21]. This
means that individualistic and collectivistic knowledge
structures need to be captured and the cultural context
has to be kept in mind, should further research on culture
be undertaken [21]. Correspondingly, cultural diversity
as variety in the different knowledge supplies of humans
is being captured through its underlying value orienta-
tions in this paper, which means individuals form a cul-
tural group based on deep-level value attributes rather
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than surface-level aspects such as national affiliation.
However country specific attributes have been regarded
in this paper as framework to the empirical data gather-
ing as well as development of hypotheses, as they form a
key driver to establish value orientations.

2.2. Effects of Cultural Diversity in Teams

A first explanation for the effect of cultural diversity on
the success of teams is given by the resource-oriented
theory. It contains the basic assumption that all resources
available to a company ultimately determine their com-
petitiveness [24,25]. Culturally diverse team members
contribute multiple abilities to a team, which leads to a
team-specific core competence and has a positive impact
on the team’s performance as well as its ability to solve
problems [26]. Another approach used to explain the
positive effect of team cultural diversity on their success
is reflected in the information processing theory. This
theory substantiates the resource-oriented theory in re-
gard to the information processing component and pos-
tulates that culturally diverse team members have to
switch to an active information processing status, in or-
der to be able to compare the different knowledge and
action schemes with each other and to find a mutually
agreed result. This leads to the establishment of a com-
plex plot, through which the quality of group decisions
increase [27-29].

In contrast to both of the above mentioned theories,
the social identity and social categorization theory pos-
tulates an opposite effect of cultural diversity in teams.
According to this theory, individuals try to picture them-
elves in a way which satisfies them in comparison to
their related social environment [30,31]. This procedure
of finding the right identity evolves from a self-catego-
rization process, by which the social environment is clas-
sified following specific categories, which are then pri-
oritized in regard to how similar they are in relation to
someone’s existing purposes and attitudes. Team mem-
bers associate themselves with other team members who
show a similar social identity, which leads to an inter-
rupted interaction with different team members. However,
there is also a chance for each individual to find a similar
identity within the same team, whereupon the team as a
whole can dissociate themselves from other teams. As a
result the cooperation between different teams would be
interrupted.

A similar argumentation is followed by the similarity-
attraction theory, which takes the basic assumption that
individuals with comparable attributes share similar val-
ues and life experience, which henceforth leads to an
increased inter-human attraction and mutual sympathy
[32-34]. Correspondingly, culturally heterogeneous team
members diverge in their knowledge supplies and values,
which results in a decreasing similarity between the dif-
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ferent team members. This would mean different team
members are less attractive in terms of interaction, only
little sympathy is sensed for them and they generally
keep distance from each other [35].

To better understand the effect of cultural diversity in
teams, this paper uses a taxonomy from Stahl et al. [1],
which serves as tool for classifying mediators based on
whether they are associated with divergence or conver-
gence [36] and whether they lead to process winnings or
process losses [37]. Cultural diversity itself adds multi-
facet values, ideas and perspectives to a team, which in-
fluences the convergent and divergent processes in two
ways [1]. Firstly, it is assumed that cultural diversity as
an input factor reduces convergent processes, because
the justification of a team to mutual objectives, ideas and
approaches would be interrupted. This implies constructs
such as communication, satisfaction or social integration
evolve more weakly and that respectively, their positive
effect on team performance reduces. In direct contrast,
loss generating processes such as group thinking would
also reduce, whereupon less process losses are suffered
[1,38]. Secondly, it is assumed that cultural diversity as
an input factor supports divergent processes, because
multi-facet values and ideas are brought into a team and
the varying patterns of the different team members in-
creases. This means that cultural diversity in teams lead
to higher creativity, which leads to a stronger generation
of process profits. Nevertheless, more conflict might also
occur, which would cause parallel process losses [1,39].

2.3. Review of Previous Empirical Findings

Both the underlying taxonomy and different theories ex-
press an ambivalent effect of cultural diversity in teams.
Such an ambivalent effect has also been demonstrated in
existing empirical studies on the influence of cultural
diversity on the overall team performance. First research
analyzed the direct effect of cultural diversity on the per-
formance of teams. As a result many studies demon-
strated both negative [40,41] and positive effects [27,42]
of cultural diversity on the performance of teams,” which
led some authors to call diversity research a double

edged sword” [43]. Meta-Analyses support these findings.

Bowers/Pharmer/Salas [44] and Webber/Donahue [45] could
not find any direct relationship between diversity and
performance; or in the case of Stewart [46], only a slight
negative effect has been identified.

Corresponding to these findings, a subsequent research
path put the basic assumption that some variables could
act as mediators or moderators in a team [43]. Stahl et al.
[1] present a summary of related findings in their meta-
analysis of 108 empirical studies on processes and per-
formance in 10,632 teams. Results related to the vari-
ables of satisfaction, social integration, effective com-
munication and conflict have been taken over as basis for
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this paper (Figure 1). Creativity has not been explored
further in this paper.

Conflict is characterized as “perceived incompatibili-
ties or perceptions by the parties involved that they hold
discrepant views or have interpersonal incompatibilities”
[47] and are classified in types of task conflict, relation-
ship conflict and process conflict [48]. Even though con-
flict can have constructive effects in teams [49], e.g.
through enabling creativity [50] or supporting team de-
velopment [51,52], in a meta-analysis from De Dreu/
Weingart [53], rather a negative effect of all types of con-
flict has been identified. As a result, a low but significant
positive correlation between cultural diversity and con-
flict has been found, which means that cultural diversity
leads to more conflict [1].

Communication effectiveness reflects the degree to
which information and meaning have been transferred to
steer opinions, attitudes, expectations and behaviors of
specific addressees according to specific objectives [54].
High communication effectiveness has a positive effect
on the team performance [55-57]. With regards to the
influence of cultural diversity on communication effec-
tiveness, a non-significant (n.s.) effect has been revealed.
This means the positive influence of communication ef-
fectiveness on the success of teams does not change at a
higher degree of cultural diversity as the input factor [1].
Depending whether cultural diversity is measured on a
deep-level or surface-level, a positive respectively nega-
tive effect has been revealed.

Opposite to the findings of Stahl et al., a couple of
studies about diversity as input factor demonstrate that
homogenous teams have a significant positive effect on
communication and heterogeneous teams respectively
must have a negative effect [44]. In addition, both the
social identity/social categorization theory and similarity-
attraction theory indicate that cultural diversity should
have a significant negative effect on communication ef-
fectiveness. As a result, this paper aligns with the under-
lying theoretical approach and assumes a negative effect
of cultural diversity on communication effectiveness.

Satisfaction is conceived as a positive emotional con-
dition, evolving from the evaluation of everybody’s
working space and the experiences absorbed at work [58].

Conflict
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Figure 1. Findings on the effect of cultural diversity on team
performance.
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Satisfaction in teams has been assessed positively through-
out the literature on team research, even if only low cor-
relations have been identified [59]. In the meta-analysis
of Stahl et al. the effect of cultural diversity on satisfac-
tion showed a significant positive effect [1].

Social integration on group level has been understood
as a convergent, multi-faceted process which describes
“the attraction to the group, satisfaction with other mem-
bers of the group, and social interaction among the group
members” [40]. This paper operationalizes social inte-
gration through group cohesion and social interaction, as
satisfaction itself is captured as an independent construct.
In a nutshell, the existence of social integration seems to
lead to positive effects such as convergence and higher
attraction [60-62], even though its positive effect on team
effectiveness is contentious [63]. Taking a closer look at
meta-analyses from Evans/Dion [64] and Mullen/Cooper
[65], a positive relationship between social integration
and cohesion and performance has been identified. With
regard to the influence of cultural diversity on social in-
tegration, Stahl ef al. detected a low, significant negative
effect [1]. This finding is consistent with the underlying
theories as well as most of the mentioned papers and is
henceforth also assumed in this paper.

3. Development of Hypotheses and Resear ch
Model

Define Even though many mediators and moderators
have been explored up to now, Stahl ef al. point out fur-
ther areas that research needs to pay attention to [1]. Be-
sides a focus on additional mediators, a concentration on
process-oriented moderators has been stressed, e.g. the
leadership style of the team leader. In addition, further
field research with large sample sizes should be con-
ducted and closely examined, in order to reveal whether
certain diversity attributes are more salient in some cul-
tural contexts than in others. In this paper, these open
research topics will be addressed by revealing the mod-
erating effect of transformational, transactional and pas-
sive leadership in multicultural teams in the PR China.

Leadership can be described as the attempt of a person
to influence the actions of other team members by their
own means, in order to accomplish the defined targets of
a company [66]. It has been stated in various research
papers that concepts of leadership are strongly linked to
cultural values [67,68]. Gelfand et al. [69] support this
premise, as they identified that the relationship between
transformational leadership and followers’ attitude will
be moderated by the cultural context. Specifically appli-
cable to Chinese culture, it has been revealed the way a
leader is perceived from Chinese people is different from
Western standard and therefore impacts the selection of
an appropriate leadership style [70].

In this paper, leadership is based on the theory of
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transformational leadership from Bass, according to which
the guided team members should develop a stronger self-
motivation arising from an extraordinary charisma of the
team leader [71,72]. Similar to other charismatic leader-
ship theories, the approach of Bass is of utmost interest at
its linkage to international management, as it should es-
pecially give support in transition times and achieve out-
standing performance within the framework of increasing
globalization and rising competition [73]. Such a situa-
tion of an economy undergoing a transitional shift can
especially be found in China, where it can be assumed
that transformational leadership has an exceptional effect
within teams there. Besides transformational leadership,
another major component of Bass’ theory is the related
transactional leadership style. Some studies also include
a third component called “passive leadership”, which al-
together form the “Full Range of Leadership” [74]. All
three leadership styles form the basis for developing the
underlying hypotheses which will be described more de-
tailed in the following paragraphs [75]. The typology of
Bass has been tested in different cultural settings and has
shown first evidence that varying cultural settings lead to
a different perception of transformational leadership [73,
76]. In Asia collectivism and power distance seem to
moderate the importance of leadership [77], while spe-
cifically for the Chinese culture a higher correlation be-
tween transformational leadership and commitment has
been revealed in comparison to German culture [78].

Following Bass, transformational leadership is being
defined as an extension respectively supplement to trans-
actional leadership and characterized by “not merely re-
cognizing associates’ needs, but by attempting to de-
velop those needs from lower to higher levels of maturity.
Transformational leaders engage the full person so that
associates are developed into leaders” [79]. Instead of a
merely rational exchange principle, an emotional or mo-
tivational component has been ushered in and the team
leader as role model has been brought to the center [80].
To achieve such outcomes, the team leader needs to be in
line with the four components of transformational lead-
ership and accordingly, to stimulate their team members
intellectually, to serve as a role model, to impart attrac-
tive visions and to satisfy their personal needs [72,81].

With regard to the proposed moderating effect, it is
assumed that transformational leadership has an influ-
ence on the dependent variables in teams in the PR China,
with a positive effect on the team performance. This
means the positive correlation between cultural diversity
and conflict reduces, but contrarily increases between
cultural diversity and both communication effectiveness
and satisfaction. The negative correlation between cul-
tural diversity and social integration would be reduced.
An overview on the different hypotheses can be found in
Figure 2.
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Hypothesis 1: If teams in the PR China are led trans-
formational, this leadership style moderates the relation-
ship between cultural diversity and the intervening vari-
ables to the extent of increasing performance.

Hypothesis 1a: If teams in the PR China are led trans-
formational, this leadership style weakens the positive
relationship between cultural diversity and the existence
of conflict.

Hypothesis 1b: If teams in the PR China are led trans-
formational, this leadership style weakens the negative
relationship between cultural diversity and the existence
of communication effectiveness.

Hypothesis 1c: If teams in the PR China are led trans-
formational, this leadership style supports the positive
relationship between cultural diversity and the existence
of satisfaction.

Hypothesis 1d: If teams in the PR China are led trans-
formational, this leadership style weakens the negative
relationship between cultural diversity and the existence
of social integration.

Transactional leader ship ensures that the concerns of
the different team members are included in the overall
working process and will be fulfilled through dedicated
exchange processes [80,82]. One example for such proc-
esses is the exchange of salary for work performance.
The appeals and concerns of the team members are to be
considered to the extent to which they seem to be useful
for target achievement. Transactional leadership conse-
quently bases itself on the concept of a rational, calculat-
ing “homo economicus”, who thrives to fulfill its own
necessities within a clearly defined framework [72,83].
As components of transactional leadership, Bass/Avolio
defined constructive exchange processes and corrective
leadership elements, which have also been declared as
“contingent reward” respectively “active management by
exception” [79].

It is assumed that such leadership style leads to greater

performance of teams in the PR China, as it embeds the
interests of the different group members’, actively man-
ages them and provides a clearly defined incentive struc-
ture which lead to higher motivation and dedication.

This specifically accounts for the Chinese market as
the average per capita income is still relatively low and
Confucian virtues of loyalty and reliability towards supe-
riors mould each group member being in line with trans-
actional leadership principles.

However the effect of transactional leadership is as-
sumed to be less intense than for transformational lead-
ership, because visionary components are missing which
appear to be the main drivers of higher motivation in the
concept of transformational leadership.

This means that the positive correlation between cul-
tural diversity and conflict would be reduced, but for
communication effectiveness and satisfaction, increased.
Likewise, the negative correlation between cultural di-
versity and social integration would reduce, however
showing a weaker total effect than for transformational
leadership.

Hypothesis 2: If teams in the PR China are led transac-
tional, this leadership style moderates the relationship
between cultural diversity and the intervening variables
to the extent of increasing performance but less intense
than for transformational leadership.

Hypothesis 2a: If teams in the PR China are led trans-
actional, this leadership style weakens the positive rela-
tionship between cultural diversity and the existence of
conflict but less intense than for transformational leader-
ship.

Hypothesis 2b: If teams in the PR China are led trans-
actional, this leadership style weakens the negative rela-
tionship between cultural diversity and the existence of
communication effectiveness but less intense than for trans-
formational leadership.

Transformational
Leadership
/+V Conflict -
/‘
_* | Communication
+
| 1| Effectiveness
Cultural
Diversity . Performance
[——» Satisfaction %
T \ Social
Hl-1H+ Integration +
Transactional Passive
Leadership Leadership

Figure 2. Research model. “In accordance with the underlying theories a significant negative relationship is assumed in this

paper.
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Hypothesis 2c: 1f teams in the PR China are led trans-
actional, this leadership style supports the positive rela-
tionship between cultural diversity and the existence of
satisfaction but less intense than for transformational
leadership.

Hypothesis 2d: 1f teams in the PR China are led trans-
actional, this leadership style weakens the negative rela-
tionship between cultural diversity and the existence of
social integration but less intense than for transforma-
tional leadership.

Contrarily to transformational and transactional lead-
ers, a passive leader avoids an effective and active lead-
ership behavior and barely influences team processes.
Bass/Avolio calls this kind of leadership “non-leadership”
[84] and summarize its components as “passive man-
agement by exception” and “laissez-faire leadership”
[85]. In accordance with both components, it is assumed
that passive leadership in teams in the PR China has a
negative effect on team performance as it is characterized
by an ineffective and inactive leadership behavior, lacks
visionary respectively motivational elements and does

not offer opportunities to correct or steer group processes.

This specifically accounts for the Chinese market where
Confucian ideas of a strong hierarchy seem to not com-
ply with the concept of passive leadership. This means
the positive correlation between cultural diversity and
conflict would increase, but decrease for communication
effectiveness and satisfaction. The negative correlation
between cultural diversity and social integration would
further increase.

Hypothesis 3: If teams in the PR China are led passive,
this leadership style moderates the relationship between
cultural diversity and the intervening variables to the
extent of decreasing performance.

Hypothesis 3a: 1f teams in the PR China are led pas-
sive, this leadership style supports the positive relation-
ship between cultural diversity and the existence of con-
flict.

Hypothesis 3b: If teams in the PR China are led pas-
sive, this leadership style supports the negative relation-
ship between cultural diversity and the existence of com-
munication effectiveness.

Hypothesis 3c: If teams in the PR China are led pas-
sive, this leadership style weakens the positive relation-
ship between cultural diversity and the existence of sat-
isfaction.

Hypothesis 3d: If teams in the PR China are led pas-
sive, this leadership style supports the negative relation-
ship between cultural diversity and the existence of so-
cial integration.

4. Method
4.1. Sample and Data Collection

To test the hypotheses, 42 multicultural teams of German

Copyright © 2013 SciRes.

companies in the PR China have been questioned, with a
total of 158 team members. The survey has been con-
ducted using a web-based questionnaire, which was pre-
sented in both English and Chinese and completed by
both the team leader and team members. The question-
naire consisted of four main components, which have
been placed between an introduction and closing word.
After general characteristics of the group and its mem-
bers have been inquired, further questions on group pro-
cesses, cultural value orientations and leadership styles
have been raised. Summarizing these components a clear
characteristic of each item on individual level was cap-
tured. The questionnaire has been reviewed in a pretest
including six Chinese, two Australians and six Germans,
who altogether previously were, or still are engaged in a
team within a German company in the PR China. The
survey was running from June to November 2010 and
focused on two groups which have been approached and
processed differently.

Focus group 1: A German automobile company which
is active in the Chinese market has been chosen as the
main focus of this survey. All of its 721 employees re-
ceived an invitation via email with the request to partici-
pate in the survey. In the invitation the purpose of the
questionnaire was explained and each employee was
asked to complete the web-based questionnaire within
four weeks.

Focus group 2: To increase the sample size, an addi-
tional 200 companies have been chosen from the German
Company Directory owned by the German Chamber of
Commerce in Shanghai and appealed to complete the
questionnaire within two weeks. The invitation contained
information on the underlying idea and purpose of the
survey and each recipient has been asked to distribute the
subsequent link within the company. Five companies re-
quested further information or informed us that they had
forwarded the questionnaire to colleagues within their
company, who were then additionally updated on the
goals and purpose of the questionnaire.

As a result, 201 companies have been contacted with a
total of 921 executive contacts (721 employees of the
German automotive company and 200 individuals from
different companies in the PR China). The number of
forwarded invitations is uncertain, thus the final number
of addressed teams is under speculation. Coming from
921 conveyed invitations, 497 persons opened the link,
whereof 313 started the questionnaire or completely fin-
ished it. 50.4% of the original 313 data records have been
eliminated within the data cleansing; therefore 158 com-
plete data records have been available for the ongoing
investigation, through which the final sample size was
created. The response rate can be determined at 17.2%.

Out of the 42 teams, a total of 33 teams have been as-
signed to the first focus group, the remaining nine teams
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(and corresponding 33 team members) can be allocated
to ten additional German companies in the PR China.
With regard to the team size, six groups with two mem-
bers, 14 groups with three and four members, three
groups with five and seven members as well as two
groups with six team members have been identified after
data collection. This means around half of all collected
teams consisted of three or less members and with 67%
of all teams the groups with three or four members build
the majority.

A total of 17 teams consisted of Chinese members
only, while all remaining teams have been divers in
terms of national affiliation. Please note in this paper the
inclusion of 17 teams with solely Chinese members does
not interfere with the idea of multiculturalism, as culture
has been defined by values instead of nationality. Taking
the data on the abovementioned 42 teams into account,
an average of 29% of all members per team participated
in the survey. This means most teams have been repre-
sented partially only. Each team has been represented by
a team leader, where of 21 team leaders were German, 20
of them Chinese and the remaining team leader Indian.
Each team leader has been collocated with its team mem-
bers.

The team members have been around 33 years in av-
erage, 74 of them male and 78 female. They covered all
major functions of the supply chain, demonstrated a team
tenure of on average 30 months and an average education
length of 16.9 years. Therefore the sample demonstrated
good representation in regard to their gender and func-
tional allocation. However the result might imply a
branch bias, as 86.7% of all participants are assigned to
the automotive branch. In addition, a characteristic sign
was that mainly younger teams from middle and lower
management participated in the survey.

4.2. Measures

Cultural diversity: to measure cultural value orientations,
the scales of the “Cultural Perspectives Questionaire
(CPQ)” from Maznevski et al. [86] have been taken,
capturing cultural variations based on the theory of
Kluckhohn/Strodtbeck [87]. In this paper, a German ver-
sion of the CPQ from Bachmann/Wolf [88] has been
used, which explicitly fathoms the effects of cultural di-
versity on company level and therefore should be applied
within organizations [89]. The original questionnaire
consists of 96 single-sentence statements, but has been
reduced to 59 items in this paper due to its length and the
redundancy of many questions. The eliminated items
have been allocated in a well-balanced manner to all re-
levant scales. To capture the five variations of human-
nature-orientation, human-environment-orientation, time
orientation, activity orientation and relational orientation,
a seven-stage response format has been selected with the
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extreme characteristics “1 = fully disagree” to “7 = fully
agree”. To capture cultural diversity, the Euklid Distance
measure has been used. Firstly the Euklid distance for
each sub-category of a value orientation has been calcu-
lated on individual level and the gap to each team mem-
ber identified. The different distance measures have been
averaged over the different team members and summa-
rized on group level. Secondly these distance measures
on group level have been summarized for each sub-value
category and averaged over the five cultural value orien-
tations, which resulted in one measure for cultural diver-
sity on team level.

Based on these explanation is can be assumed that
within a team, its members differ from another in their
position along each cultural value orientation. That means
in this paper diversity is consistent with the idea of di-
versity as separation, which considers diversity as “com-
position of differences in (lateral) position or opinion
among unit members, primarily of value, belief or atti-
tude; disagreement of opposition” [90].

Conflict: All three conflict variables have been cap-
tured through the “Intragroup conflict scale” from Jehn
[47,52] and Jehn/Shah [91]. Task conflict has been mea-
sured with three items, whereof one item has been elimi-
nated [47,52]. Relationship conflict has been captured by
four items [47,52,92] and process conflict by three items
[91].

Communication effectiveness: The items capturing com-
munication effectiveness in teams have been taken from
Earley/Mosakowski [93] and contain two items on a 7-
point Likert scale. They are “team-members have open
and honest communication during work™ and “‘team-mem-
bers really listen to one another and seem to understand
each other’s feelings and points of view”.

Social integration: To capture social integration as a
uniform construct rather than through its sub-constructs,
eight items have been taken from Smith ef al. [61] on a
5-point Likert scale. Within this variable, four items cap-
ture social interactions, whereof one item has been eli-
minated. In addition, two items have been polarized in
reverse order which means their underlying statements
have been phrased negatively. The remaining four items
served to capture group cohesion, which Smith et al.
again took from Seashore [94].

Satisfaction: Satisfaction has been measured in rela-
tion to social interactions and the overall team perform-
ance. The measurement of satisfaction with social inter-
actions is based on a 2-item scale from van der Vegt/
Emans [95]. This scale has been supplemented with an
item to capture the satisfaction with the supervisor. The
measurement of satisfaction with the overall team per-
formance is based on a 2-item scale which has been
taken from Earley/Mosakowski [93]. One item has been
polarized in reverse order.
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Transformational, transactional and passive leader-
ship: To capture the “Full Range of Leadership” and es-
pecially its major element of transformational leadership
the “Multifactor Leadership Questionnaire (MLQ)” from
Bass/Avolio has been used [79]. A study of Vanden-
berghe/Stordeur/D’hoore [96] confirmed the factor struc-
ture of the MLQ expresses all components of transforma-
tional leadership. It reveals the existence of transforma-
tional, transactional and passive leadership through ori-
ginally 91 items. All items have been retrieved on a
5-point Likert scale with the extreme attributes 1 = “Not
at all” and 5 = “Frequently, if not always”. However, 14
items designed to capture effectiveness have been elimi-
nated from the original questionnaire, as they are not of
relevance for the present study. In addition, four items
capturing satisfaction have been excluded, as satisfaction
exists as an independent construct in this paper. The re-
maining 73 items constantly concerned both the team
leader and team members, therefore the first 36 items
have been classified respectively according to the re-
spondents’ dedicated role: depending on the addressee,
the statement applied to the team leader or the team
member only, which enables us to combine two items in
one statement. In advance of the different items con-
cerning leadership styles, this has been checked through
one item, whether the participant previously occupied the
role of a team leader or not.

Performance: From economic perspective and a gen-
eral standpoint performance can be described as the de-
gree to which targets have been achieved. In this paper
performance is not measured directly and therefore will
not be described further.

4.3. Data Analysis

For the analysis of the path diagram, the structural equa-
tion modeling (SEM) technique has been used, based on
a PLS-estimation. The calculation itself has been con-
ducted with the software smartPLS and moderating ef-
fects have been proven through the creation of interac-
tion terms. The adequate significance level has been de-
termined at a a-value of 5%, with a corresponding t-
value of 1.684. A power analysis using the software
GPOWER revealed, that an existing relationship between
two variables with the given data set is proven right, with
a probability of 84.43% for one-tailed, respectively
78.35% for two-tailed tests.

Before starting with the underlying analysis of the
SEM, the reliability on item level has been controlled to
check whether the quality of the scales is sufficient.
Items with insufficient accuracy of measurement have
been eliminated. To evaluate the reliability, Cronbachs
Alpha has been captured using the software SPSS 15.0.
Due to critical results the variables concerning satisfac-
tion with the team performance (Cronbachs Alpha:
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—1.603), time orientation (Cronbachs Alpha < 0.432 for
all scales) and human-nature-orientation (Cronbachs Al-
pha < 0.380 for all scales) have been eliminated. In addi-
tion, a total of seven items with a Cronbachs Alpha < 0.6
have been deleted, well-balanced between the different
scales.

The overall assessment of the SEM was based on a
cumulative evaluation of related quality factors, from
both the formative and reflective measurement models.
For the reflective measurement model, four validity and
reliability subtypes have been examined, the content va-
lidity, indicator reliability, construct reliability and dis-
criminant validity. For the formative measurement model,
the expert validity, indicator relevance and multicollin-
earity have been examined [97]. On the specific level of
the SEM, the effect size f°, relevance of prognosis Q%
coefficient of determination R” and a path assessment
have been considered. All objectivity criteria concerning
the realization, evaluation and interpretation have been
abided.

5. Results
5.1. Moderating and Mediation Effects

All moderating effects of transformational, transactional
and passive leadership on the relationship between cul-
tural diversity and social integration, communication ef-
fectiveness or satisfaction in teams of German compa-
nies in the PR China revealed t-values < 1.684 and
therefore have not been declared significant (Figure 3).
As a result, the hypotheses H1b-H3d have been declined.
Rather a positive, significant moderating effect for all
three leadership styles has been identified for the rela-
tionship between cultural diversity and conflict in teams
of German companies in the PR China. The moderating
effect of transformational leadership has not been sub-
stantially higher compared to transactional leadership,
therefore hypotheses Hla and H3a could be confirmed,
while hypothesis H2a has been rejected. All moderating
effects demonstrated low effect sizes and have been ac-
cordingly weak (Table 1).

Even though no hypotheses have been formulated to
investigate a potential mediating effect, we explored the
relationship as a matter of interest and to better under-
stand the current results. It has been revealed that trans-
actional leadership mediated the effect of cultural diver-
sity on all four group variables in teams of German com-
panies in the PR China. Transactional leadership there-
fore further explained the relationship between both
variables; the related VAF values (Variance Account for)
indicated a definite mediating effect. For transforma-
tional and passive leadership, no significant mediating
effect could be revealed due to a z-value < 1.684 (Table
1).
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Transformational
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Figure 3. Research model. “Additionally for transactional leader ship a mediating effect has been identified with the following
attributes: Conflict (negative), communication effectiveness (positive), satisfaction (positive) and social integration (positive),

n. s. = not significant.

Table 1. Results of the moderator and mediator analyses.

Moderator Analysis

Mediator Analysis

Path Coefficient Path Coefficient

Path Coefficient with

. 2 .
Basic Model Product term T-Statistic f Mediator Z-Statistic VAF

. ; ~0.006 (TR) 1.568 (TR)  0.966 (TR)

CD-SI « 21173203) Has not been calculate?nd:lheetgazir(l;o:rll-os(lii?lﬁcant path coefficient ~0.083 (TA) 2.094 (TA) 1.475 (TA)

’ 0.045 (PL) 1.289 (PL)  0.739 (PL)

~0.001 (TR) 0.014 (TR) 0.0001 (TR) 0.179 (TR) 1.549 (TR)  0.446 (TR)

CD-CE 0.325(t=2.376) —0.150 (TA) 1.435 (TA) 0.0483 (TA) 0.089 (TA) 2.100 (TA)  0.722 (TA)

0.103 (PL) 0.976 (PL) —0.0168 (PL) 0.210 (PL) 1.283 (PL)  0.354 (PL)

CD-S 0207 (t=1515) Has not been calculateq dl;le tg a pon-s(iigtlliﬁcant path coefficient 96?02480((1:1,}2) égg gi; ?ggé gig

in the basic mode 0.077 (PL) 1294 (PL)  0.629 (PL)

0.174 (TR) 1.862 (TR) 0.0627 (TR) —0.166 (TR) —1.535(TR) 0.464 (TR)

CD-C -0.310(t=2.676) 0.222 (TA) 1.963 (TA) 0.0899 (TA) —0.095 (TA) —2.031 (TA) 0.696 (TA)

—0.239 (PL) 2.033 (PL) —0.1027 (PL) —0.174 (PL) —1.295(PL) 0.431(PL)

Abbreviations: CD: Cultural Diversity; SI: Social Integration; CE: Communication Effectiveness; S: Satisfaction; C: Conflict; VAF: Variance Account for; TR:
Transformational Leadership; TA: Transactional Leadership; PL: Passive Leadership.

As one holistic result, it has been identified that cul-
tural diversity exerts a supporting effect on communica-
tion effectiveness and further reduces conflict. Therefore
cultural diversity generally seems to have a fundamental
effect on the different team variables, with a positive
effect on team performance. Figure 3 shows an overview
of the results.

5.2. Quality of the Different M easur ement
Models

To interpret the quality of both the moderating and medi-
ating results, firstly the inter-rater agreement on group
level has been assessed using the “multi-item index of
inter-rater agreement” (ryqj) of James, Demaree and
Wolf [98,99]. As a result 86.4% of all ry; indices
crossed the threshold of 0.7, which is still beyond the
critical percentage of 85% [100]. This means the differ-
ent group members match in their perception regarding a
certain group attribute [100]. Secondly the quality of the
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measurement model and the underlying SEM has been
assessed.

The four reflective measurement models of social in-
tegration, communication effectiveness, satisfaction and
conflict revealed good wvalidity and reliability, which
means stable constructs can be assumed (Table 2). More
specifically, the factor loadings as an indicator of the
indicator reliability, show values in between 0.916 and
one, which leads to the conclusion that the related indi-
cators significantly contribute to explain the latent vari-
ables. In addition, the average variance extracted (AVE)
has been bigger or at least equivalent to the squared cor-
relations with the remaining factors, meaning that the
Fornell-Larcker criteria as indicator for the discriminant
validity has been fulfilled for all variables.

The formative construct of cultural diversity also de-
monstrated values of acceptable quality; however the
stability of these results has been reduced due to the de-
creased complexity of cultural diversity and its weak
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indicator weights (Table 2). The variance inflation factor
(VIF) showed values between one and 1.6 for all indica-
tors, which means the top threshold value of ten has not
been crossed. Additionally, the same procedure has been
conducted for each sub-indicator to examine their multi-
collinearity. Rather good to very good VIF values have
been revealed for the different sub-indicators, which leads
to the conclusion that multicollinearity is not critical to
cultural diversity.

The criteria to assess transformational, transactional
and passive leadership revealed stable results; however
the indicator weights indicated a varying quality to ex-
plain the different sub-variables. Nevertheless, stable re-
sults have been revealed overall. All VIF values of the
different indicators are pointed between 3.3 and 6.3 for
transformational leadership and at one for transactional
and passive leadership. They clearly dropped below the
threshold of a critical multicollinearity.

Within the basic model (Figure 3 excluding the me-
diators), a significant relationship between cultural di-
versity and communication effectiveness as well as con-

Table 2. Quality of the measurement model.

cA/AVE/CR SUtural e rA pL Tovalue
Diversity
Communication
Effectiveness Vi
Conflict 0.93/0.88/0.96

Social Integration 0.92/0.92/0.96

Satisfaction 1/1/1
Activity B
Orientation 1.576 1.697
Human-
Environment- 0.613 0.526
Orientation
Relational
Orientation 3.413 3.500
Idealized 0.508 Lom
Influence
Individual
Consideration 0.496 1.308
Inspirational
Motivation 0.969 1.809
Intellectual
Stimulation 0.105 0.216
Contingent
Reward 1.928 6.889
AMBE -0.962 3.153
PMBE 0.349 0.645
Laissez-Faire 1.550 2.872

Abbreviations: AMBE: Active Management by Exception; PMBE: Passive
Management by Exception; CA: Cronbachs Alpha; AVE: Average Variance
Extracted; CR: Composite Reliability; TR: Transformational Leadership;
TA: Transactional Leadership; PL: Passive Leadership.
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flict have been indicated, however its relationship to so-
cial integration and satisfaction did not reveal any sig-
nificant path coefficient. Moreover, the significant values
came along with low coefficients of determination R’
and path coefficients. Communication effectiveness de-
monstrated a R? of 0.105, conflict a slightly smaller R of
0.096. Just a few percentage of the overall variance of
the different team variables has been explained through
cultural diversity [101]. The Stone-Geisser-Criteria Q?
indicated a value of 0.019 for communication effective-
ness which means the model was not suited to recon-
struct empirical data [102]. Conducting an evaluation of
the entire SEM revealed that in general, a significant
influence of cultural diversity on communication effec-
tiveness and conflict existed, but had only a weak effect.

6. Discussion and Conclusions

After evaluating the resulting model it has been eluci-
dated that it deviates from fundamental theoretical find-
ings and assumptions being included in the entry model.
For one thing, transformational, transactional and passive
leadership seem to be significant and in line with the
theoretical underpinnings for conflict only rather than for
all team variables. However, both transformational and
transactional leadership have a direct influence on the
team variables, which is in accordance with the theoreti-
cal assumptions and basically has a positive effect on
team performance. Contrarily, the direct effect of passive
leadership on team performance is negative. Furthermore,
cultural diversity seems not to have an ambivalent effect
on the team variables, but contrary to assumptions, rather
a consistently positive effect on team performance. De-
spite the deviation from the entry model and the theo-
retical underpinnings, the resulting model seemed to be
intrinsically consistent, reasonable and was based on
constructs with sufficient quality. Therefore the results
can be principally used and additionally contain further
information on how to reveal the influence of leadership
and cultural diversity in teams in the PR China.

Firstly, the results indicate that transformational, trans-
actional and passive leadership have a significant and
positive influence on team performance for conflict only,
whereof the effect of transactional leadership is not sub-
stantially stronger than for transformational leadership.
This is evidence that leadership seems to be one compo-
nent of relevance to reducing conflict, without having
any influence on the remaining team variables. Secondly,
transactional leadership seems to mediate the interaction
between cultural diversity and the different team vari-
ables, and therefore delivers an explanation for its rela-
tionship. Thirdly, cultural diversity, considering its deep-
level aspects, is related to communication effectiveness
and conflict with a positive influence on the overall team
performance. This finding opposes the assumed ambiva-
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lent influence of cultural diversity in teams in the PR
China and henceforth should be further stressed in future
research. With this finding, the pending research question
to reveal the effect of process-oriented moderators such
as leadership style in teams has been addressed.

7. Limitations

Even though the resulting model has been analyzed using
the latest methodology, including state of the art findings
from the cultural field of research and being theoretically
sound, the findings still have to be qualified. From a
methodological perspective, collectivistic-based knowl-
edge schemes related to cultural diversity are being inte-
grated through a qualitative description of the Chinese
national culture only. Furthermore, the overall construct
of cultural diversity shows low values of validity, along
with eliminated scales of time orientation and human-
nature-orientation. To be able to conduct the survey, the
original questionnaire has been reduced by 37 items,
which means there is a deviation to existing papers using
the CPQ. A more basic restriction was given through the
taken research model from Stahl et al. [1]. While our
research model included four intervening variables only,
in reality further variables such as creativity or group
thinking might exist that could influence the performance
of multicultural teams in the PR China. Finally, for some
cases more members belonged to a team than partici-
pated in the survey. This means the data collection par-
tially formed rather a limited picture of the overall team
opinion and therefore might be slightly biased in com-
parison to the existing team.

From a substantive perspective, it can be concluded
that the data analysis only affected teams of German
companies in the PR China. This implicates on the one
hand, that the data set is characterized through na-
tion-specific cultural knowledge schemes, specifically
the Chinese and German national cultures. On the other
hand, all data is molded through a specific company cul-
ture. 33 of the total 42 teams are employed in a German
automotive company, meaning the culture of this specific
company is a striking attribute for a potential influence.
Additionally, a majority of the respondents are associated
with the automotive industry, which endangers the exis-
tence of a potential branch bias. Further, the data set only
applies to the Chinese culture and especially has been
extracted from the East coast of the PR China. As a result,
the findings can be expanded to further cultures with the
provision of the existing data set only and rather serve as
evidence that similar relationships might apply to other
cultures.

8. Practical Implications

The significant moderating effect of transformational and
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transactional leadership with its positive influence on
overall team performance demonstrates that team leaders
should apply both leadership styles to reduce conflict in
multicultural teams in the PR China. On top of this con-
clusion, both leadership styles should be supported in the
long run, as they have a direct positive effect on the team
variables. Due to its mediating influence, transactional
leadership plays an essential part in explaining the influ-
ence of cultural diversity on the team variables and again,
on overall team performance. In practice it should be
ensured that each leader develops an understanding of
cultural diversity and its underlying value orientations.
This is of particular relevance for the PR China, as the
Chinese culture is highly dynamic and therefore might
have a strong influence on the leadership acceptance of
the different team members. Lastly, cultural diversity
should be promoted in a team setting, as it has an influ-
ence on communication effectiveness and conflict with a
positive effect on overall team performance. The positive
effect of value-based cultural diversity has revealed that
team composition should not be decided by country of
origin, but based on value orientations as this might lead
to greater team performance. Furthermore, this finding
has severe consequences for the recruitment of new col-
leagues. Instead of simply observing and classifying em-
ployees by their different nationality, rather deep-level
knowledge structures and cultural dimensions of the (po-
tential) employees should be considered. Only a team
composed in such a way enables the power of cultural
diversity to show a positive influence on the overall team
performance, especially in a culture in transition as given
in the PR China.

9. Future Research Agenda

The findings indicate new approaches on how to further
develop the underlying research model and stresses areas
which future research should focus on. Firstly, cultural
diversity seems to have a purely positive effect on the
overall team performance in the PR China. This finding
needs to be further analyzed taking other countries into
account and especially highlighting positive rather than
negative effects in teams. A first example is given by
Stahl et al. [103], who explored the positive aspects of
cross-cultural dynamics in teams from a more positive
opportunities-focused perspective rather than a dominant
negative problem-focused one. Secondly, the theoretical
framework of cultural diversity has to be elaborated fur-
ther, specifically referring to the development of a uni-
form understanding of the concept of cultural diversity
and a more concrete way to reveal the influence of cul-
tural diversity in teams. Based on this theoretical frame-
work, the taxonomy for explaining the influence of cul-
tural diversity in teams needs to be expanded. On the one
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hand, embedded variables must be included; on the other
hand, moderating effects must also be integrated. By
analogy with the expansion of the taxonomy for cultural
diversity, the effect of leadership in multicultural teams
should also be captured taxonomically. One tangible re-
search question would be whether leadership in multi-
cultural teams in the PR China only affects variables with
a negative effect on the team performance or also vari-
ables with a positive effect on the team performance.
Thirdly, further research should be the examination of
additional mediators and moderators and their explicit
interaction scheme with transformational, transactional
and passive leadership. For instance one point of concen-
tration might be the variables of group think or creativity.
Finally, it is also still to be examined, to what degree a
combination of moderators might influence the team
composition. This would be in accordance with the re-
quest from Stahl et al. [1] to combine different variables.
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