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Abstract

In today ‘s globalized economy, being successful in an industry almost necessarily implies an international approach of doing
business. Restricting one’s economic activities to the domestic market will ultimately lead to disadvantages in comparison
to multinational companies which are able to grow rapidly in emerging markets. The digital transformation further increases
the possibilities for companies that operate across national borders and has become the enabler to serve customers all around
the world and increase the responsiveness of the business in all areas. At the same time this fact further increases the pressure
on companies driving global hypercompetition. In order to survive in this globalized, hypercompetitive world companies
need to embrace the opportunity and internationalize their business. One of the main tools for successfully operating in
different business cultures is the ability to manage the workforce in an international environment. Not only the foreignness
of the new markets a company is operating in but also the different cultures of the team members are challenging modern
leaders. The concept of cultural intelligence (CQ) provides the toolset to manage a diverse workforce from various cultural
backgrounds within one organizational framework. CQ will be explained and its importance for digital leadership will be
discussed. Especially when communication across borders and interaction between members and customers from different
cultural background happens in real-time it is important to understand and interpret behavior correctly and communicate or
act with a high and flexible cultural awareness. This is where the paper will line out that CQ has become an important tool
for leadership success in a digital world and will explain the key elements of CQ with the highest influence on leadership
in this digital setting.

Keywords Cultural intelligence - Leadership - Intercultural management - Digital transformation

1 Introduction

Globalization is still the name of the game. Despite recent
trade disputes provoked by the Trump administration, the
future of global welfare is seen in an increase rather than
a decrease of global economic interdependence. Multina-
tional corporations dominate most industries and there are
only a few highly specialized markets in which medium
sized companies can claim to be market leaders (Biichler
2018). The digital transformation adds up to this develop-
ment. New digital business models emerge thanks to Al,
the internet of things and Big Data (Mikfeld 2016). Their
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effects on existing markets are often extremely disruptive
due to the massive scaling that digital businesses can per-
form. Once an online platform for a new digital service has
been established for one country it can easily be applied
to another, often causing havoc in each domestic market it
is being adopted to Eder (2017). One of the conclusions
this development leads to is quite simply the fact that inter-
nationalization is key in today’s world of globalized and
digitized economy. Without international if not global busi-
ness activities resounding market success will hardly last
in the age of digital transformation. Therefore, and based
on the fact that our workforce becomes more diverse any
digital leadership must be thought of as intercultural leader-
ship. Cultures intermingle and proficiency in the ability of
working across cultural boarders is crucial for leaders who
inevitably work with employees and customers from various
cultural backgrounds (Kreutzer et al. 2017). The effects for
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leadership that result from this intercultural field of attention
will be further scrutinized in the next section.

2 The meaning of leadership

In order to understand why leadership is deeply depend-
ent on cultural issues a distinction between leadership and
management needs to be drawn. A somewhat broad-brushed
definition states: Leaders are concerned with human beings
while managers are occupied with numbers (Kotter 1990).
A more recent differentiation defines leaders as changing
companies while managers ought to keep the house clean
and running (Algahtani 2014). Leaders bring up ideas, they
motivate people to cope with uncertainty and insecurity.
Leaders frame the narratives and goals of corporations.
Managers, on the other hand, execute decisions daily. They
run operations, motivate people to give their best every day,
assign tasks, monitor operations and act for the purpose of
the company’s economical well-being.

Another angle on the difference between leadership
and management can be time (Yukl 2010). Managers are
focused on the present: What revenue does each division
of the company generate at the moment? To which degree
will it change in the recent future if which factor is to be
manipulated and adjusted? Managers take responsibility
for the present economic state of a company. Leaders differ
from them by their focus on the future (Kotter 1990). They
reckon about the next 5—10 years or even further ahead e.g.
many founders and owners of family businesses who built a
company for the next generations of their family. Once you
focus on a future that is far away, numbers become less and
less reliable. It is just not very helpful if you want to count
profits in 10 years if you do not even know if it will be by
manufacturing cars, coding software, helping cities not to
infrastructurally collapse or all of this at once. The future has
always been quite unknown until it became the present and a
leader’s job description does not entail the gift of foresight.
However, leaders need to be as good as possible in looking
ahead which is to say they must know how to gather the
according information, how to talk to those who know better
than they do and how to bind all this together into compel-
ling ideas that impress customers and motivate employees
for doing their best everyday (Kotter 1990).

3 Digital transformation demands
leadership

These features of leaders reveal that leadership is of par-
ticular importance in times of change. As long as a com-
pany’s business model is unchallenged by competitors and
customers preferences, having good leadership might not be
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crucial for the survival of a company. However, this is where
the digital transformation comes into play. Today, basically
all companies are faced with revolutionary changes in (1)
the means by which they run their businesses, (2) the goals
which define their business models, and (3) the social world
they are doing business in.

1. The digitization of business processes allows historically
unprecedented monitoring and control of virtually every
aspect. Big data and artificial intelligence support com-
panies in optimizing every step of their processes—as
long as these steps can be measured and then grasped
by algorithms (Davenport 2018). This option massively
supports the task of managers. However, as Al is not
ready yet to tackle with the many not countable aspects
that leaders are to ponder on, the digitization of business
processes opens up possibilities that do not make sense
by themselves but only with support of human minds
one of which is that of the leader’s.

2. One of a leader’s most important task consists of the
development of the business model. Technological
advancements driven by the digital transformation cause
countless new business possibilities to evolve. Most of
which are having very disruptive effects on established
companies and their business models. Options like big
data and Al which affect business processes have even
more impact on business models (Wodecki 2019). Lead-
ers are needed to clarify and to decide whether their own
company’s goals will promise sufficient revenue in the
future. If not, new ideas for economic success need to be
developed. This process must be initiated and accompa-
nied by business leaders (Mintzberg et al. 1998). Often,
it will eventually be them to take responsibility for the
outcome of such change processes.

3. Which of the new business models best to thrive for will
heavily depend on the social change, the digitized soci-
ety will be going though. Getting to understand which
changes will take place requires an equal understand-
ing of the effects that new media and communication
devices will have on the social fabric of today’s life. This
will also affect the customers’ needs companies can rea-
sonably hope to inflame. In case of leaders, these social
changes must be understood as well as possible (Bur-
gartz and Kriamer 2016). Good leadership will gather
information and transfer them to people who understand
their part of the changing process. Eventually, every-
thing must be combined to picture the company’s future
which then helps to frame what the company should be
doing in order to secure if not improve its market posi-
tion—in a global marketplace.

This must be transferred into a leadership and manage-
ment framework which is able to deal with the fact that
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our workforce is globalized and diverse by all means. It
needs to enable an efficient and effective way of achiev-
ing the goals which have been defined. One of the con-
cepts developed to achieve these goals is called Fiihrung
4.0 (Schwarzmiiller et al. 2017). It defines the most
important changes of the traditional relationship between
company leaders and employees. Among them the partici-
pation of employees and the democratization of decision
making are most prominent. Raising demands for com-
petences and the importance of agility are also crucial.
Thus, digitalization and globalization have changed the
whole leadership and management context. Leaders and
managers require a different solution to this challenge.

4 Leaders need intercultural tools

All three tasks today’s companies are confronted with by
the digital transformation can only be dealt with intercul-
turally (Levy et al. 2016). Digital business models tran-
scend national boundaries due to their potency of scaling:
The power of many digital services lies in the possibility
to be easily applied to an unlimited number of customers
once the core service has been established (Meyer 2016).
Combined with the large amounts of data gathered from
their customers, digitized services can be improved in
such a way that they quickly become indispensable for
their clients. This deepens the intercultural nature of the
digital transformation even further.

Since it is obvious to which degree digitization fos-
ters intercultural connectedness, digital leadership needs
tools and means to successfully operate in intercultural
environments. Some of the plentiful tasks leadership has
to manage due to its intercultural embedding are the fol-
lowing (Pfeifer and Jackson 2008):

— Communicating successfully and efficiently with
employees from various cultures.

— Understanding needs and requirements from culturally
different customers.

— Creating leadership ideas that are appealing to stake-
holders from many countries.

— Training employees to better deal with cultural hetero-
geneity.

— Choosing managers that will successfully set up new
branches in foreign cultures.

All these tasks can be mastered by one of the most
powerful tools for dealing with intercultural situations:
cultural intelligence.

5 Cultural intelligence and its key elements

Cultural intelligence (CQ) is a powerful business tool for
predicting managerial success in an intercultural environ-
ment. Its predictive accuracy has been developed since
2003 (Earley and Ang 2003) and proven by dozens of
studies with tens of thousands of participants (Ang et al.
2015). Its statistical rigor has provided evidence to the
theoretical framework that builds its base. This framework
allows not only to predict intercultural success but also to
understand the decisive abilities by which people feel at
ease in intercultural situations (Ng et al. 2012). Therefore,
CQ also allows to discover flaws, to train employees and
to adjust organizational processes in order to help multi-
nationals and any digitized and internationally intercon-
nected company to thrive. What does the theoretical basis
of CQ consists of that makes it such a powerful tool for
intercultural leadership?

5.1 Multidimensional approach to intelligence

CQ’s ability of measuring and training intercultural atti-
tudes and sensibilities as well as predicting individual
intercultural success is based on a multidimensional
approach to intelligence. CQ differs from the classic
concept of intelligence which proposes a g-factor that is
spread across the population in a Gauss distribution and
which indicates the probability of educational and societal
success over the span of lifetime. The talent to CQ is partly
determined by social and genetic conditions but in opposi-
tion to the concept of general intelligence it can be trained
and improved (Rockstuhl et al. 2011). The reason for this
lies in the multidimensional approach to intelligence.
The CQ concepts adopts research done by Robert J.
Sternberg. According to his model, intelligence should be
conceived as three dimensional. Hence, the genetically
determined factor of analytical intelligence defines only
one dimension. The main reason why Sternberg enlarges
the initial approach to general intelligence is because he
is interested in successful intelligence. Sternberg defines:
“I view intelligence in context as consisting of purposive
adaptation to, shaping of, and selection of real-world envi-
ronments relevant to one’s life” (Sternberg 2009, 37). The
three dimensions implicit in this definition are: analysis,
adaptation, and experience. So, successfully intelligent is
a person not only by being good in filling out intelligence
test but rather by acting successfully in real life. What’s
special about the real life: Here, one is confronted with
hardly predictable environments in which adaptation to
the environmental conditions plays an equally important
part as does the smart manipulation of this environment.
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5.2 Four dimensions of CQ

For CQ, the three dimensions of Sternbergs approach have
been adjusted and, in a way, simplified in order to fit the
purpose of intercultural business success. They can be
precisely measured but they do not cover the full-fledged
horizon anymore that Sternberg wanted to scrutinize with
his three dimensions and eight according components.
The four dimensions of CQ are more appropriate when
it comes to their implementation in real life business pro-
cesses. The definition, on which these dimensions are
based, says CQ is the “capability to function effectively
in intercultural contexts” (Ang et al. 2015, 274). As simple
as this definition might sound, it contains some profound
features which can be further explained. The term ‘func-
tion’ indicates that CQ focuses on practical purposes. In
accordance with the complex models of intelligence as
proposed by Sternberg, CQ measures not only potential-
ity but actual success. To function in a new environment
indicates exactly this practical ability to get along well
with new cultures. The environment of new cultures is
included in the term ‘intercultural contexts’. What is par-
ticularly important, is that CQ does not only explain prob-
able behavior in completely new cultures but in any situ-
ation in which cultural differences become striking. Thus,
it also helps to understand why certain people are more
successful when communicating and interacting with peo-
ple of different religion or social class within their national
country (Van Dyne et al. 2012). Sometimes cultural differ-
ences become vital when you move in your neighborhood,
sometimes when you leave the county, cross a national
border or fly to another continent. In any case, CQ helps
to better understand why some people are more success-
ful in coping with such situations than others. Eventually,
speaking of CQ as a ‘capability’ does entail that there are
innate as well as acquired skills involved in cultural intel-
ligence. This is good news for leaders because CQ can
be trained and purposefully improved. Even though CQ
shares some similarities with cognitive concepts of inter-
cultural competence such as Deardorff’s pyramid model
(Spitzberg and Changnon 2009), the concept of CQ takes
as broader approach and encompasses more dimensions
than the competence models. This is particularly the case
due to the measuring of motivational attitudes by CQ. As a
concept, CQ does not only gather information about one’s
cognitive abilities. Its aim is to evaluate the probability
by which a future expatriate will be successful. This goes
beyond the scaling of competences and includes attitudes
and mindsets, too. Four different dimensions of capabili-
ties make sure that CQ can keep what it promises. These
four dimensions encompass (1) cognitive, (2) metacogni-
tive, (3) motivational and (4) behavioral abilities. Only
together they ensure intercultural success.
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1. The cognitive dimension gathers knowledge about rules
and norms of a particular culture. This encloses the legal
and the economic system as well as the rules that deter-
mine the use of language, religious values, rules of art,
marriage or body language (Ang et al. 2007). All of this
can and must be learned by foreigners and intercultural
training has been focusing on these issues for decades.

2. Metacognition covers the ability to learn and to cor-
rectly add or replace your cultural knowledge wherever
it may be incomplete or just wrong. Thus, metacogni-
tion adds the necessary skill without which cognition
cannot be properly acquired. It could even be said that
metacognitive abilities comprise most trenchantly what
is commonly known as intelligence (Ang et al. 2007).
These capabilities are made of sensitivity, empathy and
the ability to being self-reflexive. Metacognitive intel-
ligent people know how to apply their knowledge and
where to broaden their knowledge by learning from oth-
ers. They also know the ways to efficiently deepen their
knowledge by observing, studying or just testing new
behavior. Furthermore, they have a good feeling about
which characteristics in people’s behavior are individu-
ally, socially or culturally determined (Baghat 2006).

3. The motivational dimension includes the will to leave
familiar patterns of behavior behind in order to get
entirely immersed in new situations. It measures a per-
son’s passion for moving and diving into a different
culture. It also implies the confidence and self-esteem
for dealing with the unpredictable situations which are
likely to appear in the foreign culture. This qualifies the
disposition to cope well with events of stress and unease.
The will to adapt to a new culture is also part of this
so called drive dimension because without adaptation,
business success is rather unlikely to happen (Ang et al.
2011).

4. In order to truly approach new cultures, culturally intelli-
gent people have to change their behavior. All abilities to
reflect and to learn, all motivation and confidence do not
pay off if a person is not able to really change what she
is doing. This is covered by the fourth and final dimen-
sion of CQ. To give but one example, a very reasonable
strategy would be to slow down one’s communication in
order not to commit severe mistakes and to be attentive
for the counterpart’s reaction.

5.3 CQ determines business success

The four dimensions of CQ are not only easy to understand
they are also easy to assess by just a short questionnaire of
37 questions. Despite their simplicity they are astonishingly
informative. Comprehensive research studies have been con-
ducted in order to determine the degree to which CQ can
predict business success. The results were stunning.
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Studies showed that CQ makes emotional fatigue during
working abroad less likely (Tay et al. 2008), the same could
be shown for the likeliness of a cultural shock (Chen et al.
2011) or the tendency to change job (Huff 2013). A higher
CQ resulted in better leadership outcome (Groves and Feyer-
herm 2011). Also, CQ predetermined more successfully the
personal as well as professional success abroad than other
variables like international experience, language skills, per-
sonal traits or general intelligence (Ang et al. 2015). Peo-
ple with a higher amount of CQ established trust to people
from different cultures more easily than people with a lower
degree (Rockstuhl and Ng 2008).

Studies even checked alternative correlations and showed
that CQ does not affect the degree to which participants
trusted people from their own culture. Furthermore, intercul-
tural sales success which is larger for people with higher CQ
does not lead to higher sales of these people in general (Chen
et al. 2012). Thus, people with higher CQ are not generally
better in doing business but only when doing business with
people from a different culture (Ng et al. 2012).

6 Conclusion

CQ and its key elements of knowledge, motivation and
behavioral control drive leadership success. CQ helps lead-
ers to purposefully improve their own capabilities of cultural
intelligence by evaluating their flaws and by training them
respectively. Additionally, with CQ leaders know how to
choose the right people for further improving the organi-
zation in the globalized and digitized environment on all
levels. They can measure whose success as a company rep-
resentative abroad will be most likely. Since CQ has been
tested to many traits and behavioral features, it could be
revealed that culturally intelligent people tend to negoti-
ate more cooperatively (Imai and Gelfand 2010). They are
personally more receptive (Ang et al. 2006), open to share
and advance their ideas with people from different cultures
(Ward and Fischer 2008). Even though the concept has been
criticized as neoliberal and Eurocentric, this does not seem
to be a particular flaw of CQ because it shares this objection
with basically all empirical accounts to intercultural analysis
in economics (Dutta and Dutta 2013).

Thanks to its features, CQ is a concept that helps to dis-
cover and subsequently satisfy customers’ and employees’
needs across cultural boundaries in a world that never sleeps
and where constant communication and dialogue with stake-
holders from diverse cultural backgrounds is mandatory to
succeed. In today’s digital revolution, successful leadership
and management is a result of profound knowledge in the
means of how businesses are run, the goals defining the busi-
ness models and the social environment of the business. In
this world digital leadership uses CQ to enable an efficient

and effective way of collaboration reducing transactional
costs to further improve the likelihood of survival of the
company. Under these digital conditions, CQ is vital for
planning, communicating, understanding, leading across
cultural boundaries.
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