Introduction to Culture

The culture in different countries can be defined as all different behaviours, arts, 
Beliefs and institutions of a population which changes from generation to generation. As such, different culture having different codes of manners, dress, language, religion, rituals, norms of behaviour such as law and morality as well as gastronomy.

Culture is like an iceberg. You can see some parts of an iceberg – just like you can see culture of different country. For example, different ways of greeting people, hear different language and observe different festival and customs. However a much bigger part of iceberg is hard to see still it is very important, without it the iceberg would not exist. There are many aspects of it which you cannot see when you visit a different country, for example the nature of friendship and the importance of time.




Factors affecting cultures

Cultural difference in International Business:   International business, especially where joint venture or long term deals are involved, is fully filled with lots of difficulties. Apart from practical and technical problems, national psychology and characteristics often interfere at the top managerial level. Corporate cultures differs widely inside one country (compare Apple and IBM in the US, or Sony and Mitsubishi in Japan); national business styles are markedly more diverse. In a Japanese-US joint venture, where the Americans are interested mainly in profit and the Japanese in market share, which direction is to be taken? 

THE BEHAVIOUR OF THE MEMBERS OF ANY CULTURAL GROUP IS dependent, almost entirely,

on the history of the people in that society. It is often said that we fail to learn the lesson of history – and just because of that lots of mistakes repeated over hundreds of years by successive generations.

Choice and selection of food: Religion plays one of the most influential roles in the choice and subsequent selection of foods consumed in certain societies by certain religion. For example, in the Hindu and Buddhist religion the consumption of pork and beef is frowned upon. As a result of this large majority of both religions have taken this rule to extremely and are strict vegetarians, despite being allowed to eat chicken and lamb. Conversely only the use of pork and not beef is prohibited for the same reasons in the Islamic religion and Judaism. However all other meats consumed in these religious must be halal and kosher (part of prayer) respectively. This means that special prayers are performed in order to make the eating of these animals acceptable. In extremely contrast Christianity and the Catholic religion allow the consumption of any types of meat without the need for any king of repentance to God in the form of prayer. While at the other extreme to these religions the Jain religion does not allow the eating of any meat and any vegetable grown beneath the soil.   

Language: To begin with, one should face the fact that to understand what makes foreign colleagues tick, there is no substitute for learning their language, reading books produced by the culture and familiarising oneself with the country’s basic history. To achieve modest fluency in a European language, 250-500 hours of

direct teaching will be required preferably over a three month period   while the Japanese, Chinese, Arabic and Russian any many more language require almost double time. 

Influence of Culture on accounting

Culture is considered to be powerful environmental factor that affects the accounting system of a country as well as how individuals perceive and use accounting information. There are three predominant areas in which the influence of culture on accounting has been studied: 
1. Financial reporting, 
2. Auditors’ judgement and attitudes,
3. Management control system.

The influence of culture on accounting systems in different countries has been a research subject for more than decades and being investigated by many international accounting authors since 1960’s and makes important contribution to accounting by time to time. Culture and politics have been identified as important influences on the process of accounting change and the need for historical studies of accounting change, analysing the influence of culture and different in social , political and economic context. 

There have been many studies that suggest that a country’s culture is an important powerful factor that affects the accounting system that is seen and is factor that needs investigation. The focus on the role of culture on accounting was first considered in the international business literature and has become an important area of research mainly since the 1980’s within different international accounting culture. For example Jaggi (1975), Choi et al (1984), Bloom and Naciri (1989), Belkaoui (1989, 1994), Violet (1983) and

McKinnon (1986) have all worked on culture and accounting.

Jaggi (1975) hypothesised that culture affected a manager’s disclosure decisions especially regarding the adequacy and accuracy of the information disclosed. He compared the culture of developed countries and less developed countries, that due to the differences in the culture between the two, the accounting disclosure systems may not be transferable from the former to the latter.

Choi et al (1983) restated some Japanese and Korean financial statements using US GAAP and found that ratios of the Japanese and Korean companies were still very different to those of companies from USA. This demonstrated that accounting was not just a technical tool but that institutional, cultural and political factors were important in understanding differences in accounting systems and financial statements of different countries.

McKinnon (1986):- in her work on the historical development of the accounting system in Japan using a social systems approach, too recognised the importance of culture. She argued that the development of accounting, like any social process, is affected by national culture and the institutional environment since “Culture Influence

Using the framework, McKinnon analysed five accounting changes in Japan from 1890 to 1986 and provided cultural explanations for accounting change and the development of accounting system. 

The Hofstede-Gray framework   

Hofstede was one of the first authors to recognise the importance of culture on management and work related practices. Taking an ideational approach in which definitions of culture

refer to common frameworks of meanings, social understandings, values, beliefs and symbols, Hofstede (1980) defined culture as ““the collective programming of the mind that distinguishes one group or category of people from another”
(Hofstede G.1980, page 25)

He viewed culture as the combination of patterns of thinking, feeling and potential acting which are and can learned by individuals usually as a child and which part of the individual becomes, subconsciously, and “govern” the way individuals are likely to react in certain situations. The society in which we were born and raised has equipped us with certain mental programmes that we carry with us wherever we go.

Hofstede described differences in culture between different groups using the concepts of 
• Symbols,
• Heroes,
• Rituals, 
• Values.

Symbols – The most superficial level of culture is symbols which are words, gestures, pictures or objects that carry a particular meaning which are only recognised by those who is familiar with culture. Examples of symbols are jargon words used and understood only by individuals from the same culture.

Heroes - The next level at which culture is seen is in the   heroes that individuals in the culture choose. Heroes are persons alive or dead, real or imaginary who possess characteristics which are highly prized in a culture and who thus serve as role models for behaviour. 

Rituals - The third layer of culture is seen in the rituals that are performed and understood by individuals in that culture. 

Values - The deepest level of culture is seen in the values that individuals in that culture

share. Values are broad tendencies to prefer certain states of affairs over others and are the first things children learn implicitly, usually by the age of ten. Because these values are learnt at such an early age they are usually subconsciously held and are not able to be observed by outsiders. 
For example - People’s concepts of right versus wrong and good versus evil are all cultural values. Hofstede argues that it is these cultural values which affect social affects social systems and institutions in any particular country.

Using a survey on matched 116,000 IBM employees   from over 50 countries, and statistical analyses of the answers to the surveys, Hofstede identified four universal dimensions of national culture that differ among countries and the four dimension identified by Hofstede original study were

Power Distance Index (PDI)

PDI reflects the degree to which a culture believes how institutional and organisational power should be distributed (equally or unequally) and how the decisions of the power holders should be viewed (challenged or accepted). 

Collectivism vs. Individualism (IDV)

Individualism is the one side versus its opposite, collectivism, that is the degree to which individuals are integrated into groups. On the individualist side we find societies in which the ties between individualism are loose: everyone is expected to look after him/herself and his/her immediate family. On the collective side, we find societies in which people from birth onwards are integrated into strong, cohesive in-groups, often extended families which continue protecting them in exchange

for unquestioning loyalty. (i.e. Germany can be considered as individualistic with a high score (89) on the scale of hofstede compared to a country like Guatemala where they have strong collectivism (6 on the scale).

Femininity vs. Masculinity

Masculinity vs. its opposite, femininity refers to the distribution of roles between the genders which is another fundamental issue for any society to which a range of solutions are found. The IBM studies revealed that (a) women’s values differ less among societies than man’s values; (b) men’s values from one country to another contain a dimension from very assertive and competitive and maximally different from women’s values on the other. The assertive pole has been called ‘masculine’ and the modest, caring pole ‘feminine’.

Uncertainty Avoidance Index

Uncertainty avoidance deals with a society tolerance for uncertainty and ambiguity; it ultimately refers to man search for Truth. It indicates to what extent a culture programs its member to feel either comfortable or uncomfortable in unstructured situations. 

In a later study with Michael Bond, Hofstede found that the dimension of uncertainty avoidance was not appropriate to eastern cultures and identified a dimension unique to the east called Confucian dynamism or long term orientation versus short term orientation.

Long-Term Orientation 

Long-Term Orientation is the fifth dimension of Hofstede which was added after the original four to try to distinguish the difference in thinking between the East and West From the original IBM studies, this difference was something that could not be deduced.

Therefore, Hofstede created a Chinese value survey which was distributed across 23 countries. From these results, and with an understanding of the influence of the teaching of Confucius on the East, long term vs. short term orientation became the fifth cultural dimension. 

(http://www.clearlycultural.com/geert-hofstede-cultural-dimensions/long-term-orientation/)

India’s Long-Term Orientation (LTO) Dimension rank is 61, with the world average at 48. A higher LTO score can be indicative of a culture that is perseverant and parsimonious. 

(http://www.geert-hofstede.com/hofstede_india.shtml)

In a comparison of management in Hofstede dimension of six nations – British, French, German, Americans, Japanese and Arab – highlighted a number of differences in manager/subordinate relations; 
• The Britain are willing to ‘listen’ to subordinates.
• The French are high in power distance and individualism.
• The Americans are high on individualism and achievement, leading them to embrace a ‘tough’, result orientated approach to manager-subordinate relations.
• The Japanese, although high on achievement, are strongly collectivistic, which produces the ‘nurturing father’ type of manager.
• The Germans are high on uncertainty avoidance, shown in adherence to routines and procedures; and are in close control of subordinates who are seen as apprentices.
• Arab countries are intermediate on all dimensions except power distance, where they are high: the distance between manager and subordinate is maintained through the high value placed on loyalty and the avoidance of interpersonal conflict.

Research

has pointed to significant national differences in management style.

Hofstede research of his dimension on INDIA and UNITED KINGDOM

  
India & United Kingdom       World Average


PDI :- India has power Distance (PDI) as the highest Hofstede Dimension for the culture, with a ranking of 77 compared to a world of 56.5. This power Distance score for India indicates a high level of inequality of power and wealth within the society. While in United Kingdom the ranking is 37 so the ratio of power and wealth within society is almost equal.

MAS:- India has masculinity as the third highest ranking Hofstede Dimension at 56, with the world average slightly lower at 51.and that of United Kingdom is 64 the higher the country ranks in this dimension, the greater the gap between values of men and women .

UAI:- India’s lowest ranking Dimension is Uncertainty Avoidance (UAI) at 40, compared to the United Kingdom of 36 and to the world average of 65 on the lower and of this ranking , the culture may be more open to unstructured ideas and situations. 

LTO:- India’s Long-Term Orientation (LTO) Dimension rank is 61, with compare to the United Kingdom of 24 (almost more than three times) and to the   world average at 48. A higher LTO score can be indicative of a culture that is perseverant and parsimonious. 

There have been some criticisms of Hofstede’s work which mention as under:-

• Question over the survey instrument used by Hofstede not being specifically designed to investigate national cultures.
• Also about the exact meaning of the dimension identified.
• Focusing on cultural dimension,

values specific to nations which may affect management practices and accounting have not been addressed.



http://findarticles.com/p/articles/mi_qa3706/is_200401/ai_n13602153/pg_2

Based on Hofstede’s (1980) model for the formation and stabilizing of culture patterns, Gray (1988) develops a framework to explain how culture affects national accounting system. Gray develops four specific hypothesis with respect to the relationship between culture and accounting values: Professionalism, Uniformity Conservatism, and secrecy.

http://findarticles.com/p/articles/mi_qa3706/is_200401/ai_n13602153/pg_7

Professionalism vs. Statutory Control – a preference for the exercise of individual professional judgement and the maintenance of professional self regulation as opposed to compliance with prescriptive legal requirements and statutory control.

Uniformity vs. Flexibility – a preference for the enforcement of uniform accounting practices between companies and for the consistent use of such practices over time as opposed to flexibility in accordance with the perceived circumstances of individual companies.

Conservatism vs. Optimism – a preference for a cautious approach to measurement so as to cope with the uncertainty of future events as opposed to a more optimistic, risk-taking approach.

Secrecy vs. Transparency – a preference for confidentiality and the restriction of disclosure of information about the business only to those who are closely involved with its management and financing as opposed to a more transparent, open and publicly accountable approach.

Gray extends Hofstede’s, model

by adding the elements of accounting values (AV) and accounting systems (AS) and their links to societal values (SV) and institutional consequences (IC). Therefore, the model suggests that cultural factors influence the accounting system in two ways through their influence on accounting values and through their influence on institutional consequences. 

The international accounting community is working towards the goal of international harmonization of accounting standards, and a substantial literature on the topic has appeared in both professional and academic journals. The pace of change is slow because few countries are willing to abandon their preferred set of standards in the interests of a common set. (McComb 1979).
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