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The Relationship between National Culture and
Organisational Culture: The Case of Iranian Private Sector
Organisations

Alireza Nazarian, Zahir Irani, and Maged Ali

Abstract—The purpose of this paper is to investigate the
relationship between National Culture (NC) and Organisational
Culture (OC) in the context of private sector organisations in
Iran. This paper outlines some frameworks of NC and OC then
looks at some relevant specific cultural perceptions on the part
of Iranian managers. The NC and OC of several organizations
in lran were investigated using survey methodology.
Questionnaires were distributed through organisations either
by email or hard copy. 221 questionnaires were returned. To
investigate NC the researcher used the Dorfman and Howell
questionnaire. Furthermore, to study OC the researcher used
the Organisational Culture Assessment Instrument (OCAI)
which is based on the CVF framework. Regression analysis of
the results showed that most of the dimensions of NC have
insignificant relationship with OC except for the relationship of
NC with clan culture. However, the correlations analyses
provide some additional support for the association between
these two constructs. This paper concludes that company size
can serve as an important and significant moderator of the
association between NC and OC within these data. Moreover,
the results indicate that both education and position serve as
significant controls of the association between NC and OC. It is
recommended that researchers should consider the industrial
cultural effect as a factor that would help for a better
understanding of the relationship between NC and OC
phenomena.

Index Terms—National culture, organisational culture,
CVF, private sector, Iran.

I. INTRODUCTION

Differences in culture have considerable impact on both
the personal and corporate spheres of society. Organisational
culture affects organizations in various contexts and it has
been recognized as one of the most influential factors when
considering organizational performance [1]. Sagiv and
Schwartz [2] also concluded in their research that company
values are more important than those of market forces (for
example: Wal-Mart and U.S. South-west-Airlines etc.). This
increased importance of culture for researchers in
organisational studies has become a source in the
development of different theories, frameworks and models
aimed at explaining organizational culture. Likewise, NC is
another important consideration because of its deeply rooted
linkage with the values, entrenched in our everyday life.
Cultural values are part of our daily life and we start learning
these values in our childhood. Similarly, our communication,
behaviour and actions are shaped by these adopted cultural
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values. Therefore, it is appropriate to assert that national
values have an impact on organizational culture as well. This
premise is suggested by Hofstede, he states that ‘behaviour at
work is a continuation of behaviour learned earlier’ [3].
Keeping in mind this relationship, the purpose of this paper is
to investigate the relationship between NC and
organizational culture specifically in the private sector of
Iran.

Il. LITERATURE REVIEW

Culture is a very difficult word to define although it is a
familiar word for everybody. Williams [4] admits that
‘culture is one of the two or three most complicated words in
the English language’. Geertz suggests that culture is ‘an
historically transmitted pattern of meanings embodied in
symbols, a system of inherited conceptions expressed in
symbolic form by means of which men communicate,
perpetuate, and develop their knowledge about attitudes
toward life’ [5]. Hofstede defines culture as °... the collective
programming of the mind which distinguishes the members
of one group or category of people from another’ [6].
Furthermore, Hofstede argues that the core element of any
culture is its values. He further defines values as “broad
tendencies to prefer certain states of affairs over others” [7]

A. Dimensions of National Culture

Hofstede introduced four dimensions of NC and he later
introduced a fifth:

TABLE I: HOFSTEDE’S NC DIMENSIONS
Power distance: Measures the degree to which the less
powerful members of society accept
and expect that power is distributed
unequally.
Measures a society's tolerance for
uncertainty and ambiguity; the extent
to which the culture likes to control
the future

Uncertainty Avoidance:

Masculinity versus | Measures the distribution of roles
Femininity: between the genders.

Individualism versus | Measures the extent to which people
Collectivism expect to look after him/herself and

immediate family compared to the
degree of support expected from
social institutions

Measures the degree to which society
embraces long term commitment to
traditional as opposed to forward
thinking values.

Short-term  and
Orientation:

long-term

B. Organizational Culture

Organisational culture is a relatively new term which first
appeared in organisational studies in the 1970s. At the
beginning ‘culture’ was used as a substitute for climate [8].
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However, since the 1980s many scholars such as [9] have
questioned the relationship between the two and instead
believe that the two terms should be kept separate. Morgan
[10] defines OC as the pattern of development reflected in
society’s system of knowledge, ideologies, values, laws, and
day-to-day rituals. Similarly [9] defines OC as the shared
values, beliefs, norms, expectations and assumptions which
function like a glue holding employees and organisations’
systems together and stimulate employees’ performance and
commitment [11]-[14]. His view of culture is based on
culture deriving from an underlying pattern of assumptions
that people in any organisation share as a result of the
common experiences they all have. Also, OC has been
defined as shared perceptions of organisational work practice
within organisational units [15], which provide a guideline
for the organisation’s business mission and goals [16].

C. Culture Studies Specific to Iran Context

Hofstede categorised Iran alongside Turkey and Greece in
the Near Eastern cluster. His results show that Iran scored
very highly on the ‘collectivistic” dimension of NC, implying
that Iranians co-operate well in a team. Considering that Iran
has been greatly influenced by Islamic principles, for the last
three decades, which place a strong emphasis on justice,
harmony and generosity in the workplace, this result might be
expected. On the other hand, [17] argues that Iran’s culture
could be better viewed as ‘individualistic’ rather than
‘collectivistic’. She further argues that team co-operation and
group work do not generally fit well with Iranian culture.
This result has been supported by [18]-[21]. Namazie [22]
used Hofstede’s model to examine Iran and compared it with
Hofstede’s findings. Namazie’s findings indicate that Iranian
national culture has been becoming closer to western culture
on almost all dimensions, apart from collectivism and long
term orientation. That could indicate that the revolution and
the Iran-lraq war have had a big influence on changing some
aspects of Iranian national culture and this change is a part of
what, Iranian leaders have termed “Cultural Revolution”
[23].

D. Organisational Culture and Iranian Organisations

There have been some studies conducted in Iran of
organizational culture which have used many organizations
from different sectors such as service management, education,
industry, government organizations and high-tech industrial
organizations [24]-[26]. By considering the literature related
to organizational culture [24] suggest the ideal model for
organizational culture management which includes
components empowered by Islamic values such as honesty,
trust in God, loyalty, justice counseling and guidance from
top management. However, what he found was far from his
expectation and came as a shock to many people. He
discovered that there is a huge gap between the current OC
and the ideal cultural model in government organizations.
Furthermore, he identified that job satisfaction in the
organizations which practice good ideas from the ideal
cultural model is very high.

Around two years after the [24] study, [25] looked at the
effect of OC on job satisfaction in an Iranian auto company.
He found that there is a positive relationship between the OC

12

model used in that organisation and job satisfaction. His
findings have been supported by other studies based on OC
and job satisfaction such as [27] study on military
organisation and [28] study on academic staff at Tehran
University. However, in another study conducted by [29] on
staff of physical education offices of Mazandaran province
they found no relationship between OC and components of
organisational effectiveness (organizational commitment,
work motivation, the amount of negative resistance against
change and improving quality).

Hosseini [30] used Hofstede’s model of cross national
study to investigate OC of seven Iranian companies. She
found that only the measure of power distance was the same
as in Hofstede’s findings and that the other dimensions were
totally. In another study [31] studied a selection of managers
in public sector organisations based in Ilam province in Iran
in terms of management style and OC. His findings support
the general argument that OC has an effect on the
management style selection. In a more recent study of the
effect of leadership style and OC on effectiveness in sports
organisations in Iran, [32] argue that the results of their study,
based on structural equation model (SEM), show that
transformational leadership has a significant positive
influence on effectiveness and on organizational culture. On
the other hand, their results show that transactional
leadership has a direct and significant negative influence on
organizational effectiveness and has an indirect and
significant positive influence on organizational culture.
Furthermore, in another study on OC and organisational
effectiveness [26] find that although consistency and mission
dimensions of Denison’s cultural model have crucial impact
on organizational culture, only mission dimension has a
significant relationship with culture. Furthermore, , they
conclude that as a result of significant differences in the
cultural dimensions in the 4 companies under their study they
were not able to find a unique pattern to generalise the results
expect for mission dimensions . Based on this literature
review, the current study explores the relationship between
OC and NC by hypothesizing the following statement for
testing:

TABLE Il: HYPOTHESES

There is a positive relationship between dimensions of

Hypothesis-1. | \~"2nd Clan Culture

There is a positive relationship between dimensions of

Hypothesis-2: |\ and Adhocracy Culture

There is a positive relationship between dimensions of

Hypothesis-3: |\ and Hierarchy Culture

There is a positive relationship between dimensions of

Hypothesis-4: |\~ Market Culture

Company size serves as a significant moderator of the

Hypothesis-5: | ociation between NC and OC

The controls of education and position will serve as
substantial control measures with regard to the
association between NC and OC.

Hypothesis-6:

The research methodology section is divided into two
sections. The first section highlights the sampling and data
collection procedure and the second section illustrates
instrumentation.

RESEARCH METHODOLOGY
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Convenience sampling was employed to collect data from

managers working in small and medium organizations in Iran.

Due to various operational difficulties, researchers had to use
convenience sampling method. Although convenience
sampling may reduce the representativeness of the sample, it
can be justified when there is limited access to resources [33].
While in the case of Iran, rules and regulations for
conducting research and collecting information from
different organizations in Iran is very tight and becomes even
more difficult when it comes to some sensitive issues such as
culture.

A. Instrumentation

The researcher adopted the scale from Dorfman and
Howell’s work on national culture and the CVF work of [1]
on OC. Information related to four dimensions of NC were
extracted from a questionnaire designed by [34] having 22
questions for managers and senior managers in each
organisation. Additionally an OC section, which comprises
24 questions, was adopted directly from the OC Assessment
Instrument (OCAI). The OCAI has been used in extensive
studies from the Far and Middle East to North America. The
OCAII asks respondents to answer six questions based on six
dimensions, thought by Cameron and Quinn to be critical and
important in gaining an understanding of OC. In order to
ensure the researcher authenticity, a covering letter from the
researchers together with a supporting letter from Brunel
University and a stamped envelope was attached to each
questionnaire. Moreover, in the case of Iran, the researcher
had to seek permission from Ministry of Education.

IV. RESULTS

A. Descriptive Statistics

The descriptive statistics for data was presented in table-4.
Results show that percentage of male participants was 47.6,
while the percentage of female participants was 52.6. Most of
the respondents were above 45 (52.4 %). The percentage of
respondents with having post graduate as their education
level is 53.8, followed by undergraduate (39.1%). There were
few respondents with PhD as their qualification (6.8 %). The
participation of middle and senior managers was high, while
the percentage of chief executives was only 7.1.

B. Reliability of the Constructs

Results shows that all the dimensions of NC were highly
reliable and their value were above 0.6, while the overall
reliability of NC is 0.932. The dimension of organizational
culture values ranges from0.6 to 0.9, while the reliability
coefficient for organizational culture is 0.940.

C. Hypothesis Testing

In order to test the hypothesis, regression analysis was
employed. For the hypothesis 1 results show that UAI
(B=-0.238, P<0.05), REVIDV (B= 0.357, P< 0.01) and PDI
(B=0.221, P< 0.01) are significantly predicting clan culture,
while MSI (B=0.046, P> 0.05) is not significant predictor of
clan culture. A value of R-square of 7.9 percent implies that
dimensions of NC are a good predictor of clan culture.
Additionally, a series of correlation coefficients were also
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calculated between these measures. Significant correlations
were only found between clan culture and IDV (r (351)
=.208, p <.001), as well as between clan culture and PDI (r
(351) =.200, p <.001).

Furthermore, the results for hypothesis 2 show that
REVIDV (B= - 0.082, P< 0.05) is a significant predictor of
adhocracy culture, while MSI (B=-0.001, P> 0.05), UAI (B=
0.025, P> 0.05) and PDI (B= 0.015, P> 0.05) are not a
significant predictor of adhocracy culture. The value of
R-square is 1.4 percent which implies that dimensions of NC
are not a good predictor of adhocracy culture. Additionally, a
series of correlations were calculated between NC and
adhocracy culture. Only one significant correlation was
found, which consisted of the correlation calculated between
adhocracy culture and IDV (r (351) =-.108, p < .05).

The results for hypothesis 3 that UAI (B= 0.377, P< 0.01),
MSI (B= 0.110, P< 0.05) and REVIDV (B= 0.187, P< 0.01)
significantly predict market culture, while PDI (B= 0.058, P>
0.05) is not a significant predictor of hierarchy culture. The
value of R-square is 10.2 percent which implies that
dimensions of NC are a good predictor of hierarchy culture.
Four Pearson’s correlations were also calculated between NC
and hierarchy culture. All four Pearson’s correlations were
found to achieve statistical significance. This analysis
consisted of the correlation between hierarchy culture and
UAI (r (351) = .281, p < .001), hierarchy culture and IDV (r
(351) = .191, p < .001), hierarchy culture and PDI (r (351)
=.133, p < .05), and between hierarchy culture and MSI (r
(351) =.153, p <.01). Moreover, the results for hypothesis 4
show that REVIDV (B=-0.345, P <0.01) and UAI (B=0.864,
P< 0.01) are a significant predictor of market culture, while
PDI (B=0.108, P> 0.05), MSI (B=0.166, P> 0.05) are not a
significant predictor of market culture. The value of R-square
is 16.6 percent which implies that dimensions of NC are a
good predictor of hierarchy culture. A series of four Pearson's
correlations were also conducted between market culture and
NC. Three significant correlations were found, which
consisted of the correlation between market culture and UAI
(r (351) = .375, p <.001), market culture and PDI (r (351)
=.117, p <.05), and market culture and MSI (r (351) =.130,
p <.05).

A series of regressions analysis were conducted in order to
test Hypothesis-5. Specifically, this consisted of a series of
regression analyses incorporating interaction effects between
NC and size in order to determine whether company size
serves as a significant moderator of the association between
NC and OC. The first series of analyses, focusing on clan
culture and the interaction between OC and size was found to
achieve statistical significance in the regressions conducted
on IDV and PDI, indicating significant moderation with
regard to company size in these two cases. Next, analysis
focuses upon the moderational analyses conducted on
adhocracy culture. None of the four interaction effects were
found to achieve statistical significance in this set of analyses.
This indicates no significant moderating role of company size
with regard to adhocracy culture.

A series of moderational analyses were conducted
focusing upon hierarchy culture. Only one significant
interaction effect was found, which consisted of the
interaction between IDV and company size. This indicates
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significant moderation of company size with regard to the
association between IDV and hierarchy culture.

Another set of regression analyses focused on the
moderational effect of company size with regard to market
culture. A significant interaction effect was found in the cases
of UAI and IDV, indicating significant moderation with
regard to these two measures.

Further regression analyses were conducted in order to test
Hypothesis-6. The first set of regression analyses focused
upon whether education and position serve as substantial
controls with regard to the association between NC and clan
culture. While education was not found to be a significant
control in any of the four analyses, position was found to be
significant in all four, indicating that this measure was a
substantial control with regard to clan culture.

Regression analysis was done to investigate adhocracy
culture. Again, education was not found to achieve
significance in any of the four analyses, while position was
found to achieve significance in all four analyses. This
indicates that position serves as a substantial control with
regard to adhocracy culture.

Regression analysis was done to investigate hierarchy
culture. The results of these analyses did not find education to
be significant in any analysis. However, position was found
to achieve significance with regard to the analysis conducted
on IDV. This indicates that position was a substantial control
with regard to hierarchy culture, though only with regard to
IDV.

An additional series of regressions were conducted
focusing upon market culture. Both education and position
were found to achieve statistical significance in all four
regression analyses, indicating that these two measures were
substantial controls with regard to market culture.

V. DiscussioN AND CONCLUSION

The study tested the impact of NC on organizational
culture in the private sector of Iran. For NC four dimensions
were taken into consideration i.e. uncertainty avoidance,
individualism versus collectivism, power distance and
masculinity versus femininity, while for organizational
culture, clan culture, adhocracy culture, hierarchy culture and
market culture. Hypotheses were tested using four
dimensions of NC as independent variables and dimensions
of organizational culture as dependent variables.

Results revealed that some of the dimensions of NC are
insignificantly related to the dimensions of organizational
culture, though the correlations conducted provided some
additional support of the association between these two
constructs. In case of clan culture, individualism versus
collectivism and power distance showed significant
relationship, while for the rest of the two dimensions relation
was not significant. Furthermore, all the domains of NC
showed insignificant relationship with adhocracy culture. In
the case of hierarchy culture, only uncertainty avoidance,
individualism and masculinity versus femininity has
significant relationship, while in the case of market culture
only uncertainty avoidance has significant relationship. As
highlighted in the results, in the case of Iran, some of the NC
indicators were loosely bounded with the organizational
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culture dimensions.

Additionally, the regressions conducted for Hypothesis-5
indicated significant moderation with regard to company size,
though the extent of the moderation varied substantially
depending upon the type of Organizational Culture in
question. Overall, these results do suggest that company size
can serve as an important and significant moderator of the
association between NC and Organizational Culture within
these data. The further series of regression analyses
conducted testing Hypothesis 6 found both education and
position serve as significant controls of the association
between NC and Organizational Culture, however, these
effects also varied substantially depending upon the
Organizational Culture in question. Furthermore, position
was more commonly found to be a significant control as
compared with education.

Due to strict cultural norms in Iran, organizations tend to
restrict many cultural improvement opportunities and the
resources necessary to initiate national cultural collaboration
efforts with organizational culture. In the social context, the
support of government is essential for organizations to adopt
cultures which help in the development of international
standards and norms for better development opportunities. It
seems that the dimension of power distance in Hofstede’s
model for Iranian culture lies in the middle of two extremes
and can help organizations to improve organizational culture.
This may be the reason why only the hypothesis concerning a
relation of power distance with clan culture was accepted,
while all the other three were rejected. These findings are in
contrast with [12] findings in the US and other developing
countries, where power distance and individualism are
negatively correlated, meaning where there is high power
distance, individualism is low and where power distance is
low, individualism is high. Moreover, the relationship of NC
with clan culture highlights that leadership in Iranian
organizations is more supportive and managers act as
mentors in organizational matters.

All the dimensions of NC have insignificant relationships
with adhocracy culture. In adhocracy culture, leaders are
creative and are risk takers, where subordinates follow them
and only take developmental initiatives. In the case of Iran all
the dimensions of NC have insignificant relationships with
adhocracy culture which implies that organizational culture
in Iran does not permit leaders to take risks. The major reason
may be the international pressure including restrictions on
joint venture. As highlighted by [12] that masculinity or
femininity characteristics cannot be bound with gender, it
depends on the situation where both genders can adopt either
characteristic. In the case of Iran, it seems that masculine or
feminine characteristics were not much influenced by
adhocracy culture. Similarly, leaders with innovation
capabilities fail to induce characteristics of uncertainty
avoidance among the members of their organizations.

However in the case of hierarchical culture leaders
promote a formalized and structured work environment and
in such cultures leaders were considered as good
coordinators and organizers as well. A significant positive
relationship of hierarchy culture with uncertainty avoidance
reveals that leaders in Iran focus on formalised organizational
structures have the capability to take risks and avoid
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ambiguity to promote team work among employees. The
power distance has an insignificant relationship with
hierarchical culture. Therefore, it can be concluded in the
case of Iran where masculinity is low as well as power
distance.

Market culture as highlighted by [1] is characterised as
being very customer orientated where leaders are tough,
demanding and focused on achievement. All the dimensions
of NC have insignificant relationships with market culture
except uncertainty avoidance. The results of this study cannot
be generalized to other developing countries since Iran is
facing strict restrictions from international competitors.
Future research should consider the size of organizations and
the literature reveals that size of the firms has an impact on
the culture of organizations. Since NC mostly deals with
human emotion and behaviour patterns, the size of firms has
a significant influence. Similarly, it is proposed that there is a
need for longitudinal research in order to test the relationship
between NC and organizational culture.
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