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Culture is defined as the
collective mental programming
of the human mind which
distinguishes one group of
people from another.

Geert Hofstede
Social psychologist

Culture influences patterns of thinking which are reflected in the meaning people
attach to various aspects of life and which become crystallised in the institutions of
their society. Society organizes itself through laws and institutions, which reflect the
underlying common values of the people.

In 1980, Geert Hofstede, first articulated the theory that national culture can be
described along six dimensions. Through extensive field research in 61 countries
with questionnaires administered in large samples of the population, these six
dimensions, which constitute the operational definition of culture, were measured
in a statistically significant manner:
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Cultural aftfinities Cultural clusters

Countries “naturally” group together in terms of cultural dimensions. VL IN\Y 6 Cu l tura l C lu sters and 2 su pra-c lu sters
Principal component statistical analysis suggests that out of the AERR
sample of 61 countries come six distinct clusters. Ty

A\ | /4 Countries can be grouped into two supraclusters on the strength of the link

between competitiveness and wealth; the Developed World and the Developing
World, the fastest of the two supraclusters, in gaining wealth through

Comprise either Western European countries or ex-colonies g g i is th c
improvements in competitiveness i Developing Worl
like the United States, Australia and New Zealand. It is a EOEMMENE COmpEIEEES [ e DievElteing 1o d

Developed countries A quite homogenous group, with almost all countries
protestant. Individualism and indulgence are strong,
uncertainty avoidance and long term orientation very weak
with very limited recognition of power distance

Power Distance

Include Central European countries, two Southern European
Developed countries B countries and Japan. Strong long term orientation coupled

with uncertainty avoidance, very low indulgence and limited

recognition of power are the key cultural features

Indulgence Individualism

Geographically mixed, with developing countries from
. . around the world; South Europe, Balkans, South America and
Developing countries Asia. Very intense uncertainty avoidance, practically no long
term orientation, absence of individualism and a strong
recognition of power distance are the main cultural features.
Greece statistically resides in this cluster

Most countries belong to Eastern Europe, along with two

Asian tigers and Pakistan. Strong long term orientation, high Long term orientation
uncertainty avoidance and complete absence of indulgence

describe the culture of the cluster

Developing EuroAsian

countries Masculinity

All are located in Asia with the exception of Slovakia. They
Asian countries exhibit extremely high power distance and low indulgence, Uncertainty Avoidance

practically no individualism and complete uncertainty e=mDeveloped Countries A e=mDeveloped Countries B

avoidance . . . . .
emmDeveloping Countries Developing EuroAsian countries

All countries in Central America and all Catholic. Indulgence R (CETES SR ATIETEE T (R ATES

South 1.&mer1can maximisation, uncertainty avoidance, no long term e=mGreece
countries orientation, no individualism and strong power distance

recognition define the cluster’s cultural mix

Source: Hofstede, G., Hofstede, G. J. & Minkov M. (2010). Cultures and organizations:

Software of the mind, 3rd Edition(2014 data)
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Wealth and competitiveness

From a statistical point of view, the six clusters can be grouped into two supraclusters; the
Developed and the Developing worlds. Increased competitiveness fuels wealth more intensely in
the latter than in the former.

In general, competitiveness improvements add significantly to the wealth of the nations through
an S-shaped curve with the very and the least competitive countries being less sensitive to
changes. Within each of the six cultural cluster, there are significant variances of
competitiveness and wealth suggesting that other forces, like technology, institutions and

Wealth measured in terms of PPP GDP/capita is positively and strongly related to a
country’s overall competitiveness as measured and published by WEF. Improvements
in competitiveness by 1% could lead over the medium term to a 4.1% increase in

Wealth- . . . . . . . . .
organizations are also in action. Shifts between cultural cluster may, in theory, lead to significant
changes in wealth for a given level of competitiveness.
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Relationship between competitiveness and growth

® Developed countries A ® Asian countries

¢ Developed countries B ® Developing EuroAsian countries Developed | Developed Developing Developing Asian Developing South
o c c g S countries A ntries B countries 1 countries 2 countries L Ao
® Developing countries ® South American countries COUTEHES countries countries
Constant 9.410 3.662 4.683 2.424 -4.760 -2.430 7.662
Elasticity 0.818 4.189 3.553 4.448 8.771 7.759 0.814

two distinct groups within the cluster
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Culture 1s a precursor to competitiveness

There are strong indications that the values and culture of a society have a
significant impact on the competitiveness potential its economy.
Competitiveness emerges from a combination of ideas, resources and
processes in a given technological and social environment. Culture appears
to be the predominant element of such an environment and thus to
determine to a large extent competitiveness.

Statistically, all cultural dimensions, but masculinity, have an
impact on competitiveness
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Power distance works against competitiveness

Individualism is an important contributor to
competitiveness across countries

\ Uncertainty avoidance is statistically
/ significant as a driver of competitiveness

Long term orientation is supportive of
competitiveness

Indulgence is a positive contributor to competitiveness,

‘except for Asian countries

Cultural dimensions
changes have, with the
exception of power
distance and
uncertainty avoidance,
a less pronounced
impact on
competitiveness as you
move from cultures
characterizing the
Deuveloping to those
populating the
Developed world

o

Policy making implications

Policy making should reflect a country’s cultural
dynamics and aim for competitiveness
improvements within the prevailing culture, as
well as longer term shifts in the cultural
parameters strengthening competitiveness.
Policies to further competitiveness should
recognize whether the reforms they envisage
require a strong cultural change or not. Within
each culture, a country can cover some

competitiveness improvement distance with
policies should focusing on applying vigorously the
cultural features, re-parametrising institutions and
managing technology better.

Institutional and economic reforms are typically
culture driven, changing the prevail value
hierarchy in ways reinforcing competitiveness.
When a country reaches its own cultural limits to
competitiveness, it could alter the cultural mix.
This is a long process and policies attempting that
require robustness, perseverance and time to bear
fruits. In a converse manner, countries in a
cultural drift may drop their competitiveness
potential cluster




Where does Greece stand?

In summary, the competitiveness enhancement policies for Greece fall
into five broad categories

: In this context of wealth and competitiveness, Greece has more wealth than its relative N, © @ 20202020 2 e
- competitiveness position would warrant and belong to a group of wealthy countries
: characteristics by a fairly uniform “developing” culture. Greece has a moderate score in ‘ reduce power distance: flatten structures;
: most of the cultural dimensions, but has the sample’s highest score in uncertainty : strengthen networks; clarify decision making
gavoidance. Greece shows some distinct differences in long term orientation, points
-individualism and recognition of power from a developed country culture
- increase individualism: promote and reward
Greece’s Competiiveness  y. . ¢t from entrepreneurship, research, sports, arts
Cultural Dimension current . poL cultural
e without cultural hifts®
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Power Distance. . Average . . o .
Acceptance of hierarchical order reduce uncertainty avoidance: increase clarity of
T Vers Limitod future decisions and their outcomes; strengthen
nalrviaualism e 1imite g Ss =
Driven by individual choices I('}(’).013) risk Jauigason

Uncertainty Avoidance Hichest Limited
Conservative and rigid & (-0.091)

Long term orientation Medium

Below average increase long term orientation: promote social
Focus on managed change (0.101)

mobility; promote education; strengthen all
planning; strengthen longlead time processes
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Very Limited
(0.027)

Indulgence

Gratification of human needs Average

(1):represents theincreasein competitiveness if the country were to be on the regression line for the current levels of cultural measurements

increase indulgence: set up gratification awards
(2): represents the elastiaty of competitiveness to changes in the measurements of the cultural dimension

for economic and other achievement; channel
indulgence in particular areas




Greece has ample space to raise
its competitiveness within the
current cultural envelope

Taking a longer term the perspective cultural shift towards the developed countries will not
lead to significant improvements in competitiveness. On the other hand, if Greece fails to
focus on enhancing its cultural drivers, it may drift to a cultural mix consistent with a lower
competitiveness profile and commensurably lower wealth.

Greece’s competitiveness potential may be achieved by redirecting and strengthening
institutions and by altering the society’s value set. More effectiveness, better regulation,
robustness and enforceability will facilitate the mobilization of resources and their
concentration in areas where Greece has comparative advantages. Investment is the key
mechanism through which competitiveness is embedded in the economy. Investment leads
to growth, which leads to the creation and accumulation of wealth, thus closing the virtuous
cycle towards the structural limits of the nation’s culture. Focus on managed change, the
removal of rigidities and constraints, battling with conservatism, fueling individual efforts
linked to gratification will show themselves on further improved competitiveness. However,
because of the current level of excess wealth relative to Greece’s competitiveness, any
improvements may not be reflected immediately on wealth
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