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Abstract

The role of innovation is crucial for countries and businesses to gain
competitive advantage. The key to success in the competitive process is to have
a culture of innovation. The purpose of this study is to identify the link between
innovation and cultural diversity in company management, which is one of the
most important sources of competitive advantage, and to explore the role they
play in company management. In this regards, a comprehensive review of
innovation, cultural diversity and organizational culture has been conducted
and links are established. The study concludes that innovation and cultural
diversity have a major impact on innovation in companies and services.

This study seeks to provide a comprehensive overview of the role of local
innovation companies in the development challenges and perspectives, while
providing insights into the concepts of innovation and cultural diversity.
Research work can be considered as a good source for experts, researchers,
and scientists working in this field.

Keywords: innovation; cultural diversity; organizational culture, firm,
workplace; creativity.
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Introduction

Cultural diversity or innovations are one of the most important factors in the
development of our modern world. In the context of dynamic structural changes, the
success of individuals and organizations, nations and societies is largely dependent
on their ability to create, understand and use different kinds of innovations, such as
food and technology, social and cultural.

In addition, innovation is an important factor in long-term national economic
growth and policy interference [Romer, 1990a; Schumpeter, 1962]. Nobel Laureate
Linus Poling; The importance of having different ideas in creative expression with
popular expression: “The best way to get a good idea is to have lots of ideas.” The
idea of this expression is similar to the fact that most literature on divergent research
needs different opinions, but there are different opinions.

The culture of innovation has been defined as the core value that supports
innovation at the enterprise level and embraces accepted practices for innovation.
Most organizations accept diversity in their perspectives, workplaces or organizations
to be more creative and open to change. Increasing and improving workplace
diversity has become an important issue for management in recent years because of
how the workplace has changed.

There is a need for the Republic of Azerbaijan to create an independent economic
system after independence and to integrate this system into the global economic
system. The development of the economy by innovative methods is crucial for
ensuring economic independence in the country.

In this study, a large number of employees from different companies and service
providers operating in Azerbaijan were selected. An application form was used to
collect data. Respondents generally agreed that a diverse and inclusive workforce
would bring different perspectives to strengthen a company’s innovation strategy.

Thus, this study, with an introduction, 3 main sections, a conclusion and a literature
review, aims to assess the relationship between diversity and innovation in an
organizational context and to explore whether diversity is the result of increased
productivity through increased innovation. It clearly explores the link between
diversity and innovation. It is assumed that such a relationship flows through increased
productivity and economic growth, as has long been understood in the literature.
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In this research, I reviewed previous studies and concepts and discussed some
of the literature on theoretical aspects of cultural diversity and innovation in the
workplace.

Research Methodology

This study can be defined as conducting research to gain additional information or
ideas to contribute to a particular understanding and knowledge in a particular
discipline. [Myers, 2009] This process involved a combination of research and
analysis. During the process of answering research questions, the study is based on
primary and secondary sources of information. Two companies with the first source
received an email interview with questions regarding their experiences and experiences
of working with the multicultural workforce. A second source of information on the
diversity of work in the two companies is collected on the Internet.

Theoretical Approaches to the “Innovation” and “Cultural Diversity”

Understanding of the term of “innovation” and “cultural diversity”

Innovation is the application of highly efficient innovation, new and improved
products, technological processes, as well as organizational, technical, financial and
economic and other aspects of public relations as a result of intellectual activity,
discoveries and inventions. The term innovation comes from the Latin word
“innovato”, which means “renewal” and “improvement.” The term has been used in
scientific research since the 19" century. The concept of “economic innovation”
became known to the scientific community in the early 20™ century in the work of
the Austrian economist Joseph Schumpeter’s Theory of Economic Development.
[Schumpeter, 1934]

There are many definitions of the concept of innovation in the literature. In
short, it can be defined as the process of transforming innovative ideas into value-
added outputs.

Innovation — industrial consulting services, research, design and construction,
accounting and analytical works, design feasibility study, production, organization
and management, product realization. The concept of “innovation” envisages a new
rule, a new method, a new product or technology, a new event. Innovation is the
process of using innovation associated with the acquisition of innovation, its
reproduction and implementation in the material environment of society.

But, underlining that not everything that is new can be considered an innovation,
perhaps it will be an important step in understanding the scope of innovation,
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because the basic dynamics of innovation are not everything that is new, but
innovations that are transformed or transformed into an economic and social added
value.

In other case, Gonzales and Denisi gave a basic definition for diversity:
“differences between individuals on any personal attributes that determine how
people perceive one another”. Their definition is very general and not categorized.
[Gonzales & Denisi, 2009] Richards and Kirby offered one of the most limited
definitions; they claimed that the diversity is defined by the subset of demographic
characteristics including gender, race-ethnicity, and age. [Richards et al., 1999]

Approaches to the relations between innovation and cultural diversity

However, in many of today’s academic studies [Levitt, 1960; Varga, 1998;
Fagerberg, 2004; Etzkowitz, 2008; Chavushgil, 2009; Christensen & Eyring, 2011]
focusing on mobilizing the scientific potential of universities for innovation, and
innovation has been tangentially based on imagination, cultural change, social
change and organizational change; commercialization, innovation and utility. Beside
it, culture includes many elements that can increase or decrease the tendency to
realize innovation. However, when defining innovation culture, it would be wrong to
consider culture in isolation or, on the contrary, simply define organizational culture
as the only factor that will cope with the lack of innovation in the organization
[Ahmed, 1998].

In their studies, which showed the impact of country culture on innovation,
although there is a significant difference between the patent density in Europe and
culture, Kaasa and Vadi found a relationship. [Kaasa & Vadi, 2008] However, Shane
(1992) showed a positive relationship between patented inventions and individuality,
one of Hofstede’s (1980) cultural dimensions. Other studies suggest that countries
with a lower power have more advantages in terms of innovation potential.

Goffee and Jones focus on two types of human relationships and their
implications for organizations within the framework of organizational culture. The
first of these relationships, sociality, is about the degree to which the people in the
organization can establish sincerity in their relationships with each other. Ideas,
attitudes, interests and values are shared with the establishment of sincerity [Goffee
& Jones, 1996].

Robbins and Coulter found that one of the three main dimensions that will trigger
innovation is cultural variables and they found that these variables were acceptance
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of disputes, tolerance to impractical practice, low external control, tolerance to risks,
tolerance to conflict, outcome focus, open system focus and positive feedback.
[Robbins & Coulter, 2012]

Impact of Diversity on Innovation in Firm Level

Continuous monitoring of innovations and the successful implementation of these
innovations in gaining competitive advantages are becoming more and more important
as a skill that today’s organizations are trying to have. Because of innovation,
organizational competitiveness is a variable that plays a key role in providing
efficiency and efficiency [Osterloh & Frey, 2000].

Culture is an important resource that enables businesses to compete with their
competitors in the long run and is a variable that affects employee behaviour and
motivation [Wiener & Vardi, 1990]. Leaders are believed to be effective in the
development and change of organizational culture [Kilmann, 1985]. Therefore,
employees are expected to exhibit attitudes and behaviours within the framework of the
values established by the organizational culture and the leader.

In development culture; growth, encouragement, creativity and diversity are
important motivation factors. Efficiency criteria in enterprises with this culture —
growth includes the development of new markets and the acquisition of resources
[Deshpande & Webster, 1989].

The interaction between diversity and innovation in organizational settings is
complex and sometimes challenging. Diversity can be defined in six clear demographic
strips in terms of policy and law: gender, age, race and ethnicity, sexual orientation,
religion and belief, and disability. Learning styles and qualifications of individuals and
even communities include different knowledge acquisition and communication styles,
educational history, personal skills, professional skills and functional expertise.

While ongoing benefits outweigh the initial shortcomings, cultural diversity is
good for the team. [Nielsen, 2010] Cox and Blake stated that cultural diversity
influences six direct aspects of organizational effectiveness, including creative,
innovative challenges, cost, human resource mobilization and problem solving,
organizational flexibility and marketing advantages. [Cox & Blake, 1991]

The study shows that the diversity has positive links with firm performance.
Some research show that the company has direct relation with different measures, for
example, functional font, age, time and diversity.

Furthermore, the benefits of increased innovation were seen as a key argument in
promoting workplace diversity. There are several approaches about diversity by
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firms. Although one company suggested that it was not important and two other large
companies suggested that diversity-led innovation was the single-most important
driver.

Generally, all companies and firms may suffer from the negative impacts of
diversity on trust and communication issues, but in many cases this negative impact
over time exerts positive effects of diversity. This means that young companies and
firms can be more difficult to bring different teams together. Research shows that
there is a data gap in this perspective, and there are no studies that directly test the
effects of diversity and innovation at the firm level.

Impact of Different Cultural Factors on Innovation

Culture is a system of values consisting of many elements that take shape of the
individual’s way of life over time, shaped by the environment in which people live.
Culture is a common characteristic of societies that has been formed as a result of
centuries of accumulation of value, although there are very different definitions of
culture in organizational behaviour literature: culture; emerging and shared through
generations of communities’ common experiences; values, beliefs, identities, interpre-
tations or meanings of important events [https://globeproject.com/study 2004 2007].

Organizational culture elements, which provide clues about the basic characteristics
of organizations, are important for all stakeholders. For example, employees recognize
these elements in the organizations they are working with or plan to work with and
exhibit appropriate behaviours.

Gandotra (2010) defined innovation culture as a culture associated with
organizational structures and processes that make innovation a daily business.
Innovation culture determines how creativity, risk taking, entrepreneurship and
knowledge and ideas are encouraged. The culture of innovation enables the formation
of norms that help organizational members develop behaviours that support, not hinder,
innovation activities.

Culture that supports innovation has the characteristics of creativity, risk taking,
independence, teamwork, solution focus, communication, high confidence and speed
in decision-making [Dobni, 2008].

In addition, Dobni stated that innovation culture has four general dimensions. The
first is the intention to be innovative, the second is the infrastructure that provides
support for advancing innovation activities, the third is the information and
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orientations necessary to support the ideas and activities of the employees, and
finally the environmental dimensions to support the implementation [Dobni, 2008].

As a result of the information obtained from the studies examined, it is possible
to list the characteristics of organizational culture that has a positive impact on
innovation, namely the characteristics of innovation culture as follows:

— To show adhocracy culture type of organizational culture (innovation, vision,
new resources are important, creativity-oriented);

— Realization of organizational learning;

— Ensuring participatory decision-making process;

— Open-minded managers;

— The leader can easily express his vision;

— Encourage taking risks and accepting uncertainty;

— Creating a competitive, performance-oriented culture;

— Giving importance to group and team work;

— Customer orientation;

— Learning from failure;

— Making change;

— Rewarding;

— Supporting the individuality and independence of employees;

— Importance of both internal and external communication.

Practical Analysis of the Impact of Cultural Diversity on the Management
of Local Companies

It should be noted that the business environment where diversity is most vivid is
itself. As a result, it is more appropriate to explore cultural diversity in the work
environment. The basis of my research is that the work environment is an area where
people from different cultures, customs and traditions apply, work, or have clients.

As a conducive environment for people with different values to come together
and conduct a general survey, I preferred the hotel environment for a practical part
of my release and found some results in doing research in the hotels of Azerbaijan
(Caucasus “Qafqaz” Hotel and New Baku Hotel). In both hotels, the survey was
based on the following questions:

1. How old are you?

2. Name of the organization / enterprise you work for?
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3. Are the aliens you most often encountered in your organization?

4. What challenges do you face when working with people with different
cultural values?

5. What do you think is the advantage of spending time with people who have
different customs?

6. What is the challenge of spending time with people who have different
customs?

7. What are the benefits of working with outsiders in an enterprise?

8. Which culture would you most like to adapt yourself to?

The study found that the hotel’s employees are between 25 and 40 years old in
each hotel. The results of the survey on the hotel workers reflect the statistics of
foreigners in this way:

& Kore [CATEGORY
1
> NAME]
[PERCEN :
[PERC - [PERCENTAGE] M Arabian
Turkisn P
Arabians B Russian
i [PERCENTAGE] )
jewish F m lcwet
i [PERCENTAGE] Turkish
Russian M English
[PERCENTAGE]
M Korea
M Pakistan

Fig. 1. Statistics of Foreigners at the New Baku Hotel

Based on the results of the survey, almost all of the difficulties encountered during
communication and work with foreigners come from a non-complicated format. But
sometimes we can get unexpected surprises. The main issue is that there are language
restrictions when communicating with foreigners. According to the lady who works
at the registration desk in one of these hotels, sometimes foreigners can only request
hotel staff to speak their language, even though they have alternative language skills.
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According to her approaches, for example, Italians often speak their language, refuse
to speak English, and try to solve the English language problem in the event of a
misunderstanding. Some foreigners do not speak a language other than their own
language. This also complicates hotel staff. The staff also noted that foreigners are
more demanding and more serious about work and services.

Germany Italy
18% 3% .
Korea Arabians B Arabian
[PERCENTAGE] Russi L&A [PERCENTAGE] = Germany
4% i
. Russian W Jewish
[PERCENTAGE] Turkish
Jewish -
[PERCENTAGE] .
M Norway
Turkish ;
g [PERCENTAGE] M China
v M Russian
[PERCENTAGE]
: M Italy
mUSA

Fig. 2. Statistics of Foreigners at the Qafqaz Hotel

Although it is simpler for foreigners to be more kind and friendly in their
communication, this kindness and simplicity does not reflect any problem that may
arise from work and service.

As we know, staff in the hotel environment is providing services to foreigners and
local citizens. However, it is important to note that it is also possible to employ
people of different nationalities within an enterprise. Based on the answers to the
questions asked to identify the effects of such activities, summarizing the opinions of
the hotel staff, we can conclude that there are both pros and cons to working with
foreigners within an enterprise. So, according to the survey results among staff
members in both hotels, foreigners are treated more seriously and responsibly. They
hand over their work on time and do not allow any delays. They also monitor the
progress from beginning to end. Such features make them a valuable employee. They
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become more understanding, patient and open-minded. They express instances or
situations they disagree with immediately and try to find a solution. On the other
hand, they are quite demanding. Sometimes the requirements can go beyond the
capabilities of the enterprise. Also, their openness is not welcomed by business
executives and sometimes by customers. Another problem, of course, is related to the
cultures of other people who work in the same environment in the same enterprise.
Such situations can lead to conflicts. There are a number of ideas that staff members
form about other cultures, in their working environment. Following these
considerations, it was revealed which culture prevails in the staff or what culture is
more interesting and colourful. According to the results of the question asked, both
hotel staffs prefer European culture. This is explained by the fact that people of
European nations have greater ability to communicate, are more relaxed and
restrained, and have a higher level of service culture.

Conclusion

The fact that the concept of innovation has become more and more involved in
our lives has undoubtedly been realized by the effect of external environmental
conditions. It is no longer necessary to say that competitive conditions and customer
needs change rapidly. As in many other activities, the impact of organizational
culture on innovation activity is twofold.

That is, it can both facilitate and prevent the realization of the activities. In terms
of innovation activity, it is clear that not all features of organizational culture will
have an impact on innovation. At this point, a subculture, which is the sum of the
characteristics of the organizational culture that is related to the activity of
innovation, emerges, which is the culture of innovation.

This article seeks to review the literature on cultural diversity and innovation
performance. We have tried to cover studies that influence cultural diversity, directly
or indirectly, on innovation.

Cultural diversity within the enterprise is manifested in two aspects. The first of
these is the presence of foreign nationals within the enterprise, and the second is the
provision of services to foreign nationals. In the first case, the effect of diversity is
directly on the company. Thus, the work of employees of different nationalities in
one enterprise contributes to a richer and more organized organization of the business
process. Representatives from different nationalities add their own ideas to the
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workflow, and as a result, the viewer is different from the member of the nation
involved. Finding a common point and pursuing a service or consumption based on it
will contribute to the success of an enterprise. Adapting staff to different members is
also a time-consuming process.

In the second case, the effect of diversity on intra-organizational processes is
immediate. The main affected person here is the employee. When working with a
foreigner, staff members can be affected, both positively and negatively. The use of a
developing employee’s resources (language knowledge, cultural differences, different
perspectives, etc.) varies depending on his or her level of creativity. This is why the
second aspect is indirect. It is clear from the study that workers have a hard time
identifying and preventing problems that may be present due to differences. This
curve must be alerted to every possible occurrence of the employee to avoid
problems. For this purpose, it would be advisable for employees to study diversity
and cross-cultural management fields.

Cultural differences are the biggest challenge for firms, but research shows there
is also the potential for innovation. How to solve intercultural problems or use the
benefits of cultural heterogeneity is a long-term focus and work.

The results of this study, which seeks to find an answer to air cultural diversity,
have a negative or positive impact on innovation. I tried to determine whether the
presence of foreign nationals in local firms could influence innovation activity and
that diasporas could play an important role in the development of innovation.
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