Cultural intelligence and institutional success:
The mediating role of relationship quality

Abstract: As managerial rationality is always bounded, managers utilise their cognitive
abilities and social relations to manage their operational environmental uncertainties. We posit
that relationship quality (RQ) mediates the association between cultural intelligence (CQ) and
success in managing challenges arising out of differences in the institutional environments i.e.
institutional success. Our CQ measure comprises cognitive, metacognitive, motivational and
behavioural CQs. We included the interactive effects of two inter-related mental capabilities,
namely cognitive and metacognitive CQs, and motivational and behavioural CQs while
examining the mediating role of RQ between CQ and institutional success. Based on data from
186 Indian senior managers doing business with New Zealand, we find mixed support for our
hypotheses. We find indirect-only mediation effects for interactive effects of cognitive and
metacognitive CQs, and complementary mediation effects for motivational CQ. Contrary to
expectations, we find negative direct-only non-mediation effects of behavioural CQ.
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1 Introduction

Challenges arising out of cultural and regulatory differences, and environmental risks and
uncertainties are fundamental to an international business activity (Aharoni, Tihanyi and
Connelly, 2011). Dealing with such institutional environmental dynamism and challenges
consumes a significant share of senior managers’ time and is a critical factor for success and
failure (Henisz & Swaminathan, 2008). The difference in institutional environments may result
in negative organisational outcomes because of the increase in uncertainty and transaction costs
(Trapczynski and Banalieva, 2016). The institutional theory suggests that though managers
have bounded rationality, their interactions with institutions guide their acceptable behaviour
and thus reduce uncertainty (Peng, 2002). Kostova, Roth and Dacin (2008), further argue that
the institutional environments are country specific and dynamic and that they constantly evolve
within the social economic environments of a country and shape managerial actions. Thus,
managers must make sense of how to effectively operate in, and even construct their
institutional environments.

We focus on the role of cultural intelligence (CQ) and relationship quality in managing
challenges arising out of differences in the institutional environments they operate in, defined
as institutional success in this study. In complex institutional environments managers make
their boundedly rational decisions utilising their cognitive abilities and social relations
(Aharoni, 1966). The role of CQ in achieving positive outcomes in unfamiliar business
environments is widely accepted (Ott and Michailova, 2018; Rockstuhl and VVan Dyne, 2018).
As decision making is based on managerial perceptions and not just hard objective facts, such
perceptions with respect to the strategic tools used (e.g. relationship quality) or outcomes
achieved (e.g. institutional success) are gaining recent attention (Aharoni et al., 2011).

Based on a survey of 1000 senior managers across 28 countries, Rosen et al. (2000)

stress the role of global literacy (including cultural literacy) as the increasing economic



integration implies the increasing importance of cultural differences. Similarly, Hutchings
(2003) finds negligible organisational training for Australian expatriates in China on cross
cultural preparations. The need to understand the impact of cultural diversity on management
behaviour is crucial as human aspects are gaining more importance, thanks to the knowledge-
based competitive environment (Doz, Santos and Williamson, 2001). Given the increased
global connectivity and cross border interactions and the diversity in international
environments, CQ allows managers to meet the challenges posed by the complex, not-so-flat
global environment (Ashkenas et al., 2002). CQ allows managers to think outside their narrow
cultural boundaries and decode complex cross cultural interactions (Andresen and Bergdolt,
2017).

Rockstuhl and Van Dyne’s (2018) recent meta-analysis of CQ literature examined
direct, mediating and interactive effects of CQ facets. In their future research
recommendations, they made a call to “replicate and extend interactive CQ effects” (p. 138)
using primary data. Both Chua and Ng (2017 p.294) and Rockstuhl and VVan Dyne (2018 p.128)
cited Gelfand, Imai and Fehr (2008) in highlighting the need to understand interactive effects
of CQ facets on an outcome. The theory of multiple intelligences, developed by psychologist
Howard Gardner, argues that individuals possess a number of relatively autonomous
intelligences which influence them individually as well as collectively (Davis et al., 2011).
Rockstuhl and Van Dyne (2018) noted that “they are aware of only one study (Chua and Ng,
2017) that has examined interactive effects of CQ factors” (p. 128).

We included the interactive effects of two inter-related mental capabilities, namely
cognitive and metacognitive CQs, and motivational and behavioural CQs while examining the
mediating role of quality of relationships of global managers with their overseas business

partners (hereafter called relationship quality) between CQ and institutional success. The need



to examine the mediating effects of relationship quality (RQ) is also called for by Rockstuhl
and Van Dyne (2018 p.137).

The role of RQ is well established in the literature (Elfenbein and Zenger, 2014; Lahiri
and Kedia, 2011; Leonidou et al., 2014; Raman et al., 2013). The widely accepted view is that
it is helpful in getting positive outcomes though there could be challenges or dark sides to such
relationships (Anderson and Jap, 2005). We posit that when your business partners are from
other cultures, CQ enhances the quality of such relationships. Institutional differences may
create challenges and complexity in terms of communication, coordination and agreeing on
mutually accepted managerial approaches (Ho, Ghauri and Larimo, 2018). CQ helps to address
such challenges successfully as it enables managers to manage their anxiety and uncertainty in
unfamiliar environments (Gudykunst, 2005; Malek and Budhwar, 2013). We propose that CQ
facets enhance RQ which in turn results in institutional success.

The proposed hypotheses are tested based on the experiences of 186 Indian senior
business managers doing business with New Zealand. The pair of countries chosen is mainly
because of the nature of the external grant which funded this research project. The chosen two
countries represent an appropriate setting because of the differences in institutional
environments between the two countries (see section 4.1). The key findings suggest that RQ
has indirect-only mediation effects on the association between interactive effects of cognitive
and metacognitive CQs, and institutional success. It has complementary mediation effects for
motivational CQ. Contrary to expectations, the study finds direct-only non-mediation negative
effects of behavioural CQ.

By examining mechanisms (mediation effects of relationship quality) and boundary
conditions (interactive effects of two mental CQ capabilities), we contribute by enhancing the

understanding of how CQ results in institutional success. We also contribute to the emerging



economies literature by providing understanding of how Indian senior managers utilise CQ and
RQ to achieve institutional success while operating in an advanced economy.

The rest of the paper is organised as follows. The next section reviews the literature and
is followed by a section on hypotheses development. Then we describe research methods and
data. The following section presents results. The last section concludes the paper and presents

the discussion, implications and limitations of the study.

2 Literature Review
2.1 Cultural intelligence
Ang et al. (2007) build on Earley and Ang (2003) and Earley and Mosakowski (2004) to define
CQ as “a specific form of intelligence focussed on capabilities to grasp, reason and behave
effectively” in culturally diverse situations (p.337). Similarly Thomas et al. (2015) define CQ
as the ability to “interact effectively with culturally different individuals” (p. 1100). Both Ang
et al. (2007) and Thomas et al. (2015) see CQ as individual differences that explain cross
cultural effectiveness, wherein CQ is a culture-independent and multidimensional construct.
The development of CQ is not tied to a culture and it can be developed in one culture and
applied in another.

CQ is not the same as general intelligence (IQ) or emotional intelligence (EQ). 1Q is
“the ability to grasp reason correctly with abstractions (concepts) and solve problems”
(Schmidt and Hunter, 2000 p. 3). EQ on the other hand is the ability to express, regulate and
utilise emotions in decision making (Salovey and Mayer, 1990). It is the ability to understand
and deal with personal emotions. Earley and Mosakowski (2004) argue that CQ “picks up
where EQ leaves off” (p.139). They cited an example of American and German managers to
illustrate differences between CQ and EQ. While working together, German managers

condemned harshly any ideas the team was putting forward. The American manager,



perceiving Germans as rude and aggressive and being empathetic (high EQ), proposed a new
discussion style while ignoring that the merit of the idea and the person are not the same for
Germans; which a manager with high CQ would have imagined. EQ and 1Q are culture bound
emic constructs as emotions are constructed and transmitted within cultures (Fitch, 1998; Ng
and Earley, 2006). CQ on the other hand is culture free etic construct. It is a ‘general set of
capacities’ for culturally diverse situations. CQ is moderately related but distinct from EQ
(Thomas et al., 2015).

CQ has been measured as a second order multidimensional construct (Thomas et al.,
2008; Thomas et al., 2015) as well as an aggregate multidimensional construct where
dimensions may or may not correlate with each other (Ang et al.,, 2007; Earley and
Mosakowski, 2004). According to Thomas et al. (2008) CQ is “a system of interacting
knowledge and skills linked by cultural metacognition that allows people to adopt, select, and
shape the cultural aspects of their environment” (p.126). The effectiveness of gaining
knowledge and skills in one cultural setting and applying them in another context depends upon
the metacognition ability of the individual.

Building on Earley and Ang (2003) and Earley and Mosakowski (2004), Ang et al.
(2007) developed and validated a multidimensional CQ construct which includes four
dimensions of CQ: metacognitive, cognitive, motivational and behavioural. This construct is
based on the theory of multiple intelligences (Sternberg, 1985) which argues that there are
different ‘loci’ of intelligence within each person. Cognitive CQ “reflects knowledge of the
norms, practices and conventions” while metacognitive CQ “reflects mental processes to
acquire and understand cultural knowledge” (Ang et al., 2007 p.338). Motivational CQ is the
mental capacity to effectively utilise energy which is critical to problem solving in the real
world (Ceci, 1996). Ang et al. (2007 p.338) define it as the ability “to direct attention and

energy towards learning’’ in culturally diverse settings. The fourth dimension of behavioural



CQ relates to individuals’ actions rather than their thinking. It reflects their “capability to
exhibit appropriate verbal and non-verbal actions” in cross cultural settings (Ang et al., 2007

p.338).

2.2 Cultural intelligence and managerial outcomes

Navigating cultural differences in management behaviour has become a critical skill in today’s
globally integrated, knowledge-based, competitive environment (Thomas, 2017). In a recent
literature review, Ott and Michailova (2018) noted three main themes for examining the impact
of CQ: adjustment and adaptation, performance and effectiveness and cross cultural leadership.
Among these categories, CQ has been examined as the main independent variable as well as a
mediator or moderator.

Findings in the literature regarding the impact on adjustment and adaptation, though
generally positive, do show some inconsistencies (Ott and Michailova, 2018). Ang et al. (2007)
find a positive impact of metacognitive and cognitive CQ on cultural adjustment and decision
making and motivational and behavioural CQ on cultural adaptation. They also find a positive
impact of metacognitive and cognitive CQ on task performance while no such evidence was
found for motivational and behavioural CQ. Cognitive and metacognitive CQ involves
information processing, reasoning, thought processes, and analysis of information which helps
in cultural decision making and task performance. Motivational and behavioural CQ on the
other hand involve a higher intrinsic interest with the ability to adjust behaviour leading to
cultural adaptation. CQ has also been found to influence job performance, communication
effectiveness, cross cultural negotiations, multicultural team performance, and intention to
work abroad (Blcker et al., 2014; Groves, Feyerherm and Gu, 2015; Peng, Van Dyne and Oh,

2015).



CQ also improves cross cultural leadership effectiveness. In a study of 126 Swiss
military officers with leadership responsibilities, Rockstuhl et al. (2011) find CQ to be a
stronger predictor of cross border leadership effectiveness as compared to 1Q and EQ. In this
study 1Q predicted effectiveness in both domestic and global leadership, while EQ was stronger
only in domestic leadership effectiveness. It implies that individuals who are effective in
domestic contexts may not be effective in cross border settings. They argue that the stronger
impact of CQ for cross border leadership effectiveness is because of their awareness,
judgement suspension, behaviour adaptability and exclusionary reactions. Individuals with
cross cultural awareness understand the impact of their own culture and background vis a vis
others’ culture and backgrounds. They pause and verify their cultural assumptions before
reaching to conclusions. Because of their motivation and behavioural flexibility they
understand self and others and adapt their leadership behaviour. They are likely to develop trust
with culturally unlike and are less likely to engage in exclusionary reactions. The exclusionary
reactions occur because individuals view other individuals from perceptually different groups
as members of the outgroup (Tajfel, 1981; Turner, 1987).

Cultural exposure has been found to enhance CQ as it allows individuals to experience
diverse cultures and learn from such experiences. This enhances their open-mindedness,
cultural empathy, emotional stability and flexibility (Crowne, 2013). Prior international contact
provides opportunities to enrich CQ by developing cross cultural skills, facilitating flexibility,
strengthening motivation, and adjusting mental modes in cross—cultural interactions (Deal et
al., 2001). Prior intercultural contact leads to global leadership effectiveness by enhancing the
CQ of the majority status leaders (Kim and Van Dyne, 2012). Majority or minority status
depends on the country of origin. For example, U.S. origin leaders in the U.S. are majority
status leaders as compared to the leaders in the U.S. with non U.S. origin. Full mediation effects

are found for majority and no mediation is found for minority status managers. As majority



(e.g. U.S. origin in the U.S.) will have fewer intercultural contacts than minority, such
intercultural contacts are more beneficial for the majority. Thus, CQ is critical for the success
of majority status managers seeking global positions. Low CQ global managers engage in
stereotyping which results in conflicts and failures (Manning, 2003).

Global managers’ cross cultural competence also depends on their perception,
relationship and self-management (Bird et al., 2010). Perception management is achieved by
being non-judgemental, inquisitive, tolerant of ambiguity, cosmopolitan and inclusive.
Relationship management is enhanced by value in relationships, interpersonal engagement,
emotional sensitivity, self-awareness, and social flexibility. Finally, the self-management
element includes optimism, self-confidence, self-identity, emotional resilience, non-stress
tendency, stress management, and interest flexibility. Perception, relationship and self-
management of individuals depend on their CQ.

Only a few studies have focussed on the impact of CQ on cross cultural relationship
enhancement (Ott and Michailova, 2018). Groves et al. (2015) posit that CQ results in
favourable negotiations as it helps behavioural adaptation in cross cultural settings. Managers’
skills in understanding cultural assumptions help them to develop trust while collaborating
across cultures (Chua, Morris and Mor, 2012), and result in intercultural coordination and
cooperation (Mor, Morris and Joh, 2013). CQ is also found to reduce anxiety in cross cultural
interactions and thus result in communication effectiveness.

Rockstuhl and Van Dyne’s (2018) meta-analysis of 167 CQ studies with 199 distinct
samples with a combined sample size of 44155 respondents reported direct, interactive, and
mediation effects for CQ facets with mixed results for their hypotheses (see the paper for
details). They called to examine CQ factors’ specific outcomes, interactive effects and

boundary conditions of CQ facets (p.138).



Based on the above literature review, it can be argued that CQ contributes to positive
organizational outcomes in general. CQ also helps to foster effective intercultural
collaborations. The literature also points at the role of RQ in managing institutional challenges
in complex environments (Aharoni et al., 2011; Peng, 2002). However, how CQ facets
interactively influence an outcome is not well understood (Rockstuhl and Van Dyne, 2018).
Moreover, given the institutional dynamism, challenges and their unintended consequences
(Henisz and Swaminathan, 2008; Kostova et al., 2008), global managers need to manage
institutional challenges. Accordingly, the next section focuses on and builds arguments for the

hypothesised relationships between CQ, RQ and institutional success.

3. Hypothesis development

The main endogenous variable studied is the institutional success i.e. perceived success in
managing challenges arising out of institutional differences. The differences in institutional
profiles matter for doing business in cross institutional settings. Such differences can create
misunderstandings and legitimacy problems (Denk, Kaufmann and Roesch, 2012). As such
differences increase, their management becomes more challenging (Trapczynski and
Banalieva, 2016; Van Hoorn and Maseland, 2016). The differences in institutional environment
may arise on account of differences in rules, laws, regulations, cultural values, norms, ethical
practices and overall business environment. Moreover, institutions constantly evolve and may
influence and be influenced by managerial actions (Kostova et al., 2008).

Relationship quality is another outcome variable of interest (mediating variable) which
has been defined as the extent of stable and healthy relationships between exchange partners
(Jiang et al., 2016) and exchange partners’ overall assessment of their ongoing business
relationships (Lahiri and Kedia, 2011). We define RQ as business managers’ overall

assessment of their quality of relationships with their overseas business partners.

10



3.1 Direct effects of cultural intelligence

The four CQ dimensions examined in this study include cognitive, metacognitive, motivational
and behavioural dimensions (Ang et al., 2007; Earley and Mosakowski, 2004). Managers with
high cognitive CQ are more likely to have a broader knowledge of foreign political, social,
cultural and economic systems (Ang et al., 2007; Earley and Ang, 2003; Schldgel and Sarstedt,
2016). Metacognitive CQ, on the other hand, relates to the mental processes of acquiring and
understanding knowledge of the norms, practices and conventions of other cultures (Ang et al.,
2007). Metacognitive CQ is also called thinking about thinking. Brislin, Worthley and Macnab
(2006) argue that metacognitive CQ individuals are consciously aware of others’ cultural
preferences, question cultural assumptions and adjust their mental modes through knowledge
and control of their thought processes. It is higher order knowledge and is goes further than
merely understanding similarities and differences across economic, political and cultural
environments.

Understanding cultural differences and preferences of business partners from other
cultures (cognitive CQ) is likely to enhance mutual understanding and trust between exchange
partners. However, just having cultural knowledge may not be enough to achieve an outcome,
rather it would need to be accompanied by metacognitive CQ to make better sense and use of
cultural knowledge and have an enhanced outcome (Chua and Ng, 2017; Rockstuhl and Van
Dyne, 2018). Cognitive CQ may even result in negative outcomes because of ‘sophisticated
stereotyping’ which Osland and Bird (2000) define as reducing “a complex culture to a
shorthand description” (p.66) and applying it to all people in that culture. Metacognitive CQ
dampens this negative effect of stereotyping others based on cultural knowledge because those
with high metacognitive CQ should be more likely to actively check their assumptions and

suspend judgment in intercultural contexts.
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In a study of creativity in a global context Chua and Ng (2017) argued that it is not just
how much you know (cognitive CQ) which impacts creativity, but it also depends on your
metacognitive capability. They find that for low metacognitive individuals the impact of
cognitive CQ is inverted U-shaped. They did not find a significant effect of cognitive CQ for
high metacognitive individuals. Similarly Rockstuhl and Van Dyne (2018) also find the
interactive effects of cognitive and metacognitive CQs on intercultural effectiveness. Cognitive
and metacognitive CQs are two inter-related capabilities which have an interactional effect on
an outcome. Towing this line, we propose that the interactive effects of cognitive and
metacognitive CQs will enhance the two outcomes of RQ and institutional success. In other
words, we propose that the effect of cognitive CQ will be stronger for high metacognitive
business partners.

High metacognitive individuals are found to be more effective in intercultural
collaborations (Chua et al., 2012), task performance, cultural judgement, decision making
effectiveness (Ang et al., 2007), and intercultural cooperation (Mor et al., 2013). Such
individuals develop trust in intercultural relationships and cooperation because of cultural
perspective taking. Cultural perspective taking means understanding the impact of others’
cultural background on their responses. Individuals with high metacognitive CQ engage in
effective self-regulatory processes, such as awareness and checking, and thus are able to reduce
the unintended effects of cultural knowledge and make better use of cultural knowledge (Van
Dyne et al., 2012). Awareness about cultural assumptions and contexts contribute to a better
use of cultural knowledge, while checking enables critical evaluation and using cultural
knowledge.

When cultural knowledge (cognitive CQ) is accompanied by contextualised thinking
and cognitive flexibility (metacognitive CQ), it is likely to help individuals make better use of

cultural knowledge and thus create a better outcome. Contextualised thinking implies that
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cultural context shapes individuals’ thoughts and actions. Cognitive flexibility on the other
hand implies flexibility in the use of one’s own knowledge and behaviour in cross cultural
settings. Individuals with higher cognitive and metacognitive abilities are less likely to behave
ethnocentrically (Triandis, 2006). This is because they can make an effective interpretation of
intercultural interactions from others’ perspectives with a deeper sense of culturally
conditioned alternative behaviour (Ang et al., 2007). Thus, knowledge about business partners’
culture, cognitive flexibility and contextualised thinking enhances the quality of relationships
with business partners from other cultures. Higher levels of knowledge including
contextualised thinking and cognitive flexibility enable managers to avoid stereotypes about
the regulatory, cultural and ethical environment. Thus, they are able to manage challenges
arising from institutional differences.

The third dimension of CQ, motivational CQ is the ability to effectively utilise attention
and energy in solving problems in culturally diverse settings (Ang et al., 2007; Ceci, 1996).
High motivational CQ individuals have an intrinsic interest in and confidence to achieve
effectiveness in culturally diverse situations (Bandura, 2002).

Ang et al. (2007) find significant support for the impact of motivational CQ on cultural
adaptation. They argue that operating in unfamiliar cultural environments is stressful because
of differences in norms and behaviours. Motivational CQ helps in adapting to other cultures
and reducing cross cultural anxiety. Motivational CQ individuals have intrinsic motivation and
cultural self-efficacy. This results in cross cultural learning experiences, leading to their
effective adjustment in cross cultural settings (Peng et al., 2015). Cultural self-efficacy implies
self-assessment as to the capability of succeeding in a culturally diverse environment (Bandura,
2002; Templer, Tay and Chandrasekar, 2006). Such individuals value cultural experiences and
enjoy interacting with people from diverse backgrounds. For the same reason such managers

will be conscious about institutional differences in terms of differences in regulations, culture,
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norms, ethics and will thus be able to manage them effectively. Because of their intrinsic
motivation and self-efficacy, managers get motivation and confidence to manage challenges
that arise because of institutional environmental differences. Rockstuhl and VVan Dyne (2018)
also find motivational CQ is positively associated with socio-cultural adjustment and
psychological wellbeing. They also find that it is positively associated with leadership
performance.

The last dimension of CQ, behavioural CQ, deals with enabling appropriate verbal and
nonverbal behaviour considering the differences in institutional environments (Ang et al.,
2007). These situationally appropriate behaviours are likely to meet others’ expectations and
thus reduce misunderstandings. Some research supports the positive effects of behavioural
flexibility on performance in cross cultural settings (Shaffer et al., 2006).

In summary, CQ results in gaining legitimacy in the foreign institutional environment
because of an enhanced knowledge and deep understanding of the environment, a ‘can do’
approach and conformity to norms, values and expectations of the institutional environment.
Based on the above discussion we hypothesise that:

Hypothesis 1a: Cognitive CQ when accompanied by metacognitive CQ contributes positively
to (i) relationship quality, and (ii) institutional success.

Hypothesis 1b: Motivational CQ contributes positively to (i) relationship quality, and (ii)
institutional success.

Hypothesis 1c: Behavioural CQ contributes positively to (i) relationship quality, and (ii)

institutional success.

3.2 The mediating role of relationship quality
In examining the mediating role of RQ, we argue for three relationships: 1) how CQ enhances

RQ, 2) how RQ contributes to institutional success, and 3) how RQ acts as a mechanism in
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transforming CQ to institutional success. In the previous section, we have argued and
hypothesized that CQ contributes positively to RQ. In summary, we argued that managers with
high CQ are more aware, suspend their judgements, adapt behaviour and are less likely to
engage in exclusionary reactions (Rockstuhl et al., 2011). Past research also highlights the
positive impact of CQ on various aspects of intercultural interactions such as cooperation (Mor
et al., 2013), negotiations (Groves et al., 2015) and collaborations (Chua et al., 2012).

In terms of the impact of RQ on an outcome, relationships with business partners have
been found to be a critical factor in enhancing performance (Jiang et al., 2016; Sharma, Chadee
and Roxas, 2016). The resultant combination of resources and capabilities helps to reduce
transaction costs and increase efficiency (Dyer and Singh, 1998). The impact of relationships
has been found to result in an 8.5% increase in willingness to pay (Elfenbein and Zenger, 2014
p.237) and an increase in the value of mutual ventures by at least 15% (Enlow and Ertel, 2006).
Moreover, they lead to positive outcomes in unfamiliar environments as business partners
become a good source of learning (Yu and Sharma, 2016).

However, close relationships may also result in raising annoying issues, generating
conflicts, and unreasonable expectations (Anderson and Jap, 2005). Knowing each other well
puts exchange partners in a position where they feel comfortable to raise any issues. They also
learn what the other knows and thus become less dependent. Thus there is a need to be aware
of other partners’ behaviours, in particular when exchange partners are from other cultures
where their behaviour may be confounded by cultural differences. Leonidou et al. (2014)
suggest that reducing opportunistic behaviour and conflicts, enhancing communication
effectiveness, managing cultural distance and adaptation build quality relationships. Thus, the
working environment needs to be understood and managed to enhance the quality of

relationships.
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In their meta-analysis, Leonidou et al. (2014) argue that as diverse and dynamic
institutional environments result in increased complexity, uncertainty and risk in task
executions, quality relationships with business partners in cross border interactions help to
manage such challenges. Further, CQ being a set of learning capabilities helps achieve cross
cultural effectiveness through managerial learning experiences (Ng, Can Dyne and Ang, 2009)
and effective knowledge sharing (Ho et al., 2018). A lack of awareness results in anxiety and
uncertainty (Gudykunst, 2005). Environmental dynamism and differences enhance such
anxiety and uncertainty (Kostova et al., 2008). RQ fills gaps in cognitive assessments and
abilities, and thus helps to overcome institutional challenges (Aharoni et al., 2011). The
knowledge gained through business partners reduces such uncertainty, helps manage
institutional differences, and thus leads to institutional success.

Considering the significance of relationships and the potential role of CQ in
enhancing relationships, we hypothesise that:
Hypothesis 2: Relationship quality mediates the association between the CQ facets and
institutional success.

The proposed model is shown in figure 1. The model is analysed at the individual level
as senior managers’ rate questions on their cultural intelligence, quality of relationships with
their local business partner and success in managing institutional challenges. Thus, individual
level control variables are incorporated in the model. The model controls for age, education,
languages ability and international experience of the participating managers. Bernerth and
Aguinis (2016) suggest including control variables if they have theoretical relationships with
predictors and criteria and can be reliably measured. The selected control variables indicate
enhanced learning and thus are likely to influence CQ, RQ and institutional success (Crowne,
2013; Ng et al., 2009).

*Figure 1 about here*
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4. Methodology

4.1 Data and context

The data to test the proposed model comes from Indian senior business managers doing
business with New Zealand. We acquired the contact details of these managers from Kompass
India. The data consisted of 918 Indian firms doing business with New Zealand. We focused
on three cities namely Bangalore (South), Mumbai (West) and the National Capital Region
(North) which hosted 434 of the firms. This constitutes the sampling frame for the study.

We hired an experienced professional to drop and collect surveys from the given list of
firms. The drop and collect method has been found to be effective in securing acceptable
response rates, in particular in developing economies (lbeh, Brock and Zhou, 2004). The target
respondents were Indian senior executives who had at least two years of experience of doing
business with New Zealand. To ensure that the survey was filled out by appropriate managers,
we asked the hired professional to collect the business cards of the respondents. We also made
random phone calls to some managers for the same reason. In total we received 198 surveys,
one response per firm, out of which 186 were found fully usable resulting in a response rate of
42.86%. Table 1 presents characteristics of the participating managers. The sample is fairly
spread for age, education, languages known and international experience.

*Table 1 about here*

The context of India-New Zealand business environment differences fits with the
proposed model aiming to examine the impact of cultural intelligence and relationship quality
in managing challenges arising out of institutional differences between the two countries.
Despite the similarities of having colonial background, using of English as a business language
and the democratic nature of countries, both countries differ in terms of some of the cultural
dimensions such as power distance, individualism, pragmatism and indulgence (Hofstede,

Hofstede and Mincov, 2010). Compared to New Zealand, India has a high power distance, and
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is more collectivist, less pragmatic and a more restrained society. In terms of the ease of doing
business, New Zealand ranks much higher as compared to doing business in India (World
Bank, 2014). Similarly, New Zealand’s human development is much higher and perceived
corruption much lower as compared to India (CPI, 2014; UNDP, 2014). On all the governance
indicators (voice and accountability, political stability and absence of violence, government
effectiveness, regulatory quality, rule of law and control of corruption) New Zealand ranks
much higher than India (Kaufmann, Kraay and Mastruzzi, 2015). Such differences highlight
the need to understand and navigate through them successfully by avoiding any

misunderstanding or mismanagement.

4.2 Measurement of variables

Measurement items for each of the main variables of interest are borrowed from established
literature and are shown in Table 2. The cultural intelligence constructs are borrowed from Ang
et al. (2007). The respondents were asked to read the statements and select the response that
best describes them as they are. In line with Lahiri and Kedia (2011), relationship quality is
measured as Indian manager’s overall assessment of their ongoing relationships with New
Zealand business partners. The items included represent trust, commitment, communication
and long term orientation (Lages, Lages and Lagesc, 2005; Lages, Lancastre and Lages, 2008;
Leonidou et al., 2014). Respondents were asked to rate these items for their relationships with
their major business partner in New Zealand. Items to measure institutional success represent
differences in the nature and enforcement of rules, laws, and regulations, cultural values, beliefs
and norms and ethical business practices which represent typical elements of the institutional
environment. These items represent both formal and informal institutions (North, 1990; Peng,
Wang and Jiang, 2008). Respondents were asked to rate, based on their overall experience,

their success in managing these differences. Among the control variables, age and international
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experience are measured in years. Education is a dummy variable with 0 being undergraduate
and 1 postgraduate and above. Languages control variable is measured as the number of

languages known by the respondents.

4.3 Common method bias

As all the main variables of interest are perceptual in nature, the threat of common method bias
(CMB) needs to be addressed using both procedural and statistical remedies (Chang,
Witteloostuijn and Eden, 2010; Podsakoff, macKenzie and Lee, 2003). Among the procedural
remedies, we assured respondents of the confidentiality of their responses. We also assured
them that no answers were right or wrong and encouraged them to respond objectively. Further,
the complexity of the mediated model reduces the CMB threat as respondents are less likely to
be guided by their cognitive map for complex models (Chang et al., 2010). Also, Siemsen,
Roth and Oliveira (2010) demonstrated that “quadratic and interaction effects cannot be
artefacts of CMB” (p.456) rather they can severely deflate such effects.

In addition, we used two statistical remedies: Harman’s single factor test and Lindell
and Whitney’s marker variable technique. Unrotated exploratory factor analysis did not result
in any of the constructs accounting for a majority of the covariance between the measures, thus
satisfying the Harman (1976) single factor test. We also ran the whole model with and without
a marker variable. The marker variable consisted of two items about Indian managers’ rating
on their agreement about New Zealand being a great place to live a good life. Significance
levels of all the examined relationships stayed the same with very minor changes in
standardised coefficient estimates. Even the interactive effaces of two CQ facets also stayed
the same with some minor improvements in p values. This is in line with Siemsen et al. (2010)
who showed that interaction effects are immune from CMB. Also, there was no increase in R?

value. Further, the marker variable had non-significant results with all of the endogenous
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variables and thus satisfied the marker variable test for CMB (Lindell and Whitney, 2001).
Based on the used procedural and statistical remedies, and the complexity of the model, we can

safely argue that the findings do not suffer from common method bias.

5. Model estimation and results

We test the proposed hypotheses using partial-least-square-based structural equation modelling
(PLS-SEM). Hair et al. (2017) argue the PLS-SEM is an effective alternative when the goal is
prediction or theory building, the structural model is complex, and data is non-normally
distributed. The use of PLS-SEM is justified as the proposed model focuses on building theory
by examining one of the mechanisms (RQ as a mediator) that transform the impact of CQ on
institutional success; and the interactive effects (complex model) of two CQ facets. Both the
conceptual and structural models are examined using SmartPLS 3 (Ringle, Wende and Becker,
2015). The results are obtained by running PLS algorithm, bootstrapping and blindfolding
procedures.

The measurement model, as presented in Tables 2 and 3, satisfies the required reliability
and validity criteria. Hair et al. (2017) summarise various benchmarks for reflective
measurement models as composite reliability > 0.70 (internal consistency), factor loadings >
0.70 (indicator reliability), average variance extracted (AVE) >0.50 (convergent validity),
square root of the variance extracted of each construct > any vertical or horizontal correlations
(Fornell-larcker criterion — discriminant validity), HTMT ratios <0.90, and HTMT ratios
confidence intervals do not include 1 (discriminant validity).

*Tables 2 and 3 about here*

It is evident from Table 2 that both Chronbach’s alpha and composite reliability values

are above 0.70, thus ensuring internal consistency reliability of the constructs. The AVE values

range between 0.59 and 0.85 indicating convergent validity of the constructs. All except three
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factor loadings are above the benchmark of 0.70: one item for motivational CQ (0.66) and two
items for RQ (0.66, 0.68). Hair et al. (2017) argue that items with factor loadings between 0.40
and 0.70 can be kept if their deletion does not impact consistency reliability (p.114).
Accordingly these items were kept in the constructs. The Fornell-Larcker criteria (Table 3)
ensures that the constructs are truly distinct from each other. The square root of each
construct’s AVE (bold diagonal in Table 3) is greater than its correlation with any other
construct. We also checked discriminant validity with hetrotrait-monotrait (HTMT) ratios. All
the ratios are less than 0.90 and their confidence intervals do not include 1 which satisfies the
discriminant validity criteria. For the sake of simplicity, HTMT values are not reported in Table
3. The low (< 5) variance inflated factor (VIF) values suggest that multicollinearity is also not
an issue for this model (Hair et al., 2017).

Results for H1 and H2 are presented in Figures 2 and 3, and Table 4. The values shown
in Figure 2 for various paths are £ (standardised path coefficient) with the significance level in
parentheses followed by f2 effect size. Values in parentheses in the ovals are R2, and Q2 values
in this order. We find mixed support for H1 and H2. The interaction of cognitive and
metacognitive CQs have a positive significant direct effect on RQ (Figure 2b) and a non-
significant effect on institutional success (Figure 2a): thus H1a (i) is supported while H1b (i)
is not. However, metacognitive CQ by itself had a direct significant effect on institutional
success while cognitive CQ has a negative significant effect. A look at simple slope graphs
(Figure 3b) tells us that the impact of cognitive CQ on RQ is positive when it is accompanied
by higher metacognitive CQ and negative when metacognitive CQ is low. Moreover, the
interactive effects of cognitive and metacognitive CQs on RQ are stronger (f = 0.298, p =
0.002) as compared to their individual effects (cognitive: p =-0.078, p = 0.002, metacognitive:
B =0.074, p = 0.251). Further, both H1b(i) and (ii) are supported as motivational CQ has a

significant positive direct effect on RQ (Figure 2b) and institutional success (Figure 2a). Hlc
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(i) and (ii), which argued for the positive effects of behavioural CQ, are not supported. The
findings suggest negative significant effects for institutional success and negative non-
significant for RQ which is contrary to expectations.

As suggested by Zhao, Lynch Jr and Chen (2010), we classified mediation effects as
complementary, competitive, indirect-only; and non-mediation effects as direct-only and no-
effect. Mediation is complementary when both the direct and mediated effects are significant
and point in the same direction; and competitive when they point in opposite directions.
Indirect-only mediation exists when direct effects are not significant while indirect effects are.
Similarly, if indirect effects are non-significant while direct effects are, it is direct-only non-
mediation. If neither direct nor indirect effects are significant, then it is no-effect non-
mediation.

H2 argued for the mediating role of RQ. This hypothesis is also partially supported
(Table 4). We find direct-only mediation effects for motivational CQ, and complementary
mediation effects for the interactive effects of cognitive and metacognitive CQ. After including
the mediator, the direct effects of both motivational CQ and the interaction of cognitive and
metacognitive CQ become weaker indicating the existence of mediation effects (Baron and
Kenny, 1986). We did not find any mediation effects (direct-only non-mediation) for
behavioural CQ. None of the control variables are found to have a significant positive effect
on institutional success, though interestingly language was found to have negative (non-
significant) effect on RQ.

* Figures 2 and 3, and Table 4 about here*

The R2 values of the full model (Figure 2b) show that the CQ variables explain 34%
variation of RQ while along with RQ it explains 56% of variation of manager’s success in
managing institutional differences. The Q2 values, being greater than zero, suggest that the

model has acceptable predictive validity (Geisser, 1975; Stone, 1974). The effect size f2 values
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0f 0.02, 0.15 and 0.35 represent small, medium and large effect sizes (Cohen, 1988). The effect
size values as shown in Figure 2b show small to medium effect sizes for the significant
relationships. These effect sizes show the strength and practical significance of the

relationships as compared to statistical significance as represented by p values (Ellis, 2010).

6. Discussion and conclusion

To examine the mediating role of relationship quality in the association between CQ facets and
institutional success, firstly we examined the direct effects of interaction of two CQ mental
capabilities (cognitive and metacognitive CQs), motivational CQ and behavioural CQ on
relationship quality and institutional success. Our hypotheses for the direct effects of
motivational CQ on institutional success and relationship quality, and interaction of cognitive
and metacognitive CQ on relationship quality are supported. We find support for the mediating
role of relationship quality for the interaction of cognitive and metacognitive CQs (indirect-
only mediation) and motivational CQ (complementary mediation). Contrary to expectations,

the impact of behavioural CQ resulted in negative direct-only non-mediation effects.

6.1 Theoretical implications

The proposed model mainly draws insights from the institutional theory and the theory of
multiple intelligences. The institutional theory insights help explain overcoming managerial
bounded rationality in managing institutional challenges while operating in an institutionally
distant country by leveraging relationships with business partners (Aharoni et al., 2011; Dyer
and Singh, 1998; Zhou et al., 2014). On the other hand, the interactive effects of two CQ facets,
namely cognitive and metacognitive CQs, are examined in light of the theory of multiple
intelligences which posits the existence of multiple autonomous intelligences in individuals

which influence their behaviour individually and collectively (Davis et al., 2011; Sternberg,
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1985). Chua and Ng (2017) also examined these interactive effects to study creativity in multi-

cultural teams.

The first main finding suggests that relationship quality has an indirect-only mediation
effect on the association between the interactive effect of cognitive and metacognitive CQs and
institutional success. Thus cognitive CQ, when accompanied by metacognitive CQ,
significantly results in enhancing the relationship quality with business partners which leads to
institutional success. These indirect-only mediation effects imply that: 1) cognitive CQ results
in enhanced relationship quality when accompanied by metacognitive CQ; and 2) these
interactive effects are not enough by themselves to achieve institutional success, rather the
success is achieved because they enhance relationship quality. In other words, relationship
quality is a significant mediator in the association between these CQ facets’ interactions and

institutional success.

Cultural knowledge (cognitive CQ) enables the understanding of the norms, practices
and conventions of the other institutional environment in which managers are operating. Thus
managers with high cognitive CQ have a broader knowledge of the foreign institutional
environment. However, this broader knowledge may not be enough by itself, rather it would
need to be accompanied by cultural metacognition which allows managers to be aware of the
context, control their thought processes, constant learning and adjust their behaviour which
helps build relationships with the unlike ones (Brislin et al., 2006). This finding aligns with
the findings of Chua and Ng (2017) who argued that it is not just how much you know
(cognitive CQ), rather it is strategic thinking (metacognitive CQ) which, when accompanied

by cultural knowledge, results in better outcomes.

The second major finding suggests that relationship quality has a complementary
mediation effect on the association between motivational CQ and institutional success. It either
implies that it has a direct as well as an indirect effect on institutional success or that there are
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additional mediators such as cultural adjustment (Chen et al., 2010). Individuals with higher
motivational CQ are better able to adapt to other cultures and thus reduce anxiety of operating
in unfamiliar institutional environments. As such individuals enjoy cross-cultural experiences
in which they are better able to develop cross cultural relationships. Their intrinsic motivation
and self-efficacy enables them to utilise mental capacity and energy for real life problem
solving (Ceci, 1996). Such managers have an intrinsic interest and confidence in managing
institutional differences effectively (Bandura, 2002). They are more adaptive to other cultures

and enjoy working in culturally diverse settings (Ang et al., 2007; Peng et al., 2015).

The above two findings highlight the role of relational capital in managing uncertainty
of the foreign institutional environments (Dyer and Singh, 1998; Peng et al., 2008; Zhou et al.,
2014). Culturally intelligent managers are better able to build quality relationships as they have
higher knowledge and understanding of their counterparts and have motivation (a can-do
approach) to manage institutional challenges. The mediating role of relationship quality has
also been established in other settings such as firm performance (Raman et al., 2013).
Relationship quality along with cultural intelligence help manage the dark side of relationships
(Anderson and Jap, 2005). Cognitive, metacognitive and motivational CQs facilitate
knowledge of cultural norms and practices, contextualised thinking and cognitive flexibility,
and intrinsic motivation and cultural self-efficacy. These help manage relationships and thus
succeed in managing the institutional environmental differences. Ho et al. (2018) argue that
regulatory and cognitive differences can be managed through good relationships with overseas
business partners. Trusted relationships with effective communication and coordination allow
common management approaches. Learning from these relationships helps to manage anxiety
and uncertainty. There is higher anxiety and uncertainty while dealing with unfamiliar people
and environments (Gudykunst, 2005). Culturally intelligent managers are able to manage this

uncertainty well.
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Surprisingly and contrary to our expectations we find significant negative direct effects
of behaviour CQs on institutional success and negative non-significant effects on relationship
quality which resulted in a negative direct-only non-meditation relationship with institutional
success. Intheir meta-analysis Rockstuhl and VVan Dyne (2018) find a non-significant negative
effect of behavioural CQ on intercultural adaptation. It appears that building close relationships
relies more on cultural knowledge and understanding, and mental capacity to leverage energy
in problem solving and ability to learn in diverse situations. We believe that the negative role
of behavioural CQ may be because of the context of the study: managers from a non-native
English speaking emerging economy dealing with managers from a native English speaking
advanced economy. Behavioural CQ is measured by the ability to change verbal and nonverbal
behaviour which may not be working for Indian managers. It is likely that there may be a gap
in the Indian managers’ perceived behavioural adaptability and New Zealand managers’

expected behavioural adaptability.

Moreover New Zealand is a low context communication while India is a high context
communication culture. Since behavioural CQ comprises of both verbal and non-verbal
behaviours, it may be less relevant to communication adjustment in New Zealand. Zhang and
Oczkowski (2016) found that behavioural CQ was important for the adjustment of Australian
managers in China (going from low context to high context communication) but not for
Chinese managers in Australia (going from high context to low context communication). To
understand the role of behavioural CQ better, future research may be needed that employs the
extended CQ scale (E-CQS) (Van Dyne et al., 2012) which includes the repertoire in speech
acts as well.

Finally the negative effect, even though it is non-significant, of languages on
relationship quality is also surprising. A close look at the data collected showed that the

additional languages known by Indian managers are other Indian languages rather than
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international languages. It also indicates domestic exposure rather than international cultural
exposure. This needs further examination as the role of language in international business has

been well accepted (Tenzer, Terjesen and Harzing, 2017).

The role of relationships and cultural intelligence is critical for managerial decision
making as managers rely on their perceptions and assessments which are boundedly rational.
Full rationality rarely exists and such gaps in cognitive assessments and abilities can be filled
up through relational capital (Aharoni et al., 2011). In unfamiliar environments, individuals’
relationships and their mental abilities help them manage environmental uncertainties
(Aharoni, 1966). There have been recent calls to understand the effects of cognitive attributes
and interactions of cultural intelligence facets on a managerial outcome (Aharoni et al., 2011;
Ott and Michailova, 2018; Rockstuhl and Van Dyne, 2018). Our study contributed to this
discussion by examining the interactive effects of two related CQ facets (cognitive and
metacognitive CQs), motivational CQ and behavioural CQ on relationship quality and
institutional success, and the mediating role of relationship quality between CQ facets and
institutional success. Though the literature talks about the role of relationships for operating
in institutionally weaker countries (Peng et al., 2009), we find that it is equally relevant for
mangers from institutionally weaker countries to operate effectively in institutionally stronger

countries.

6.2 Managerial implications

The findings have some important implications for managers. First, we highlight the critical
interactive role of both cognitive and metacognitive CQs in having quality relationships with
business partners which result in succeeding in managing challenges arising out of institutional
differences. Thus to build relationships it is not just how much you know about your business

partner’s culture, but it is also about having strategic thinking, deep understanding, higher level
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thinking, and higher intrinsic interest in their culture. We also identify the role of motivational
CQ in building quality relationships and thus having institutional success. While cognitive and
metacognitive CQs represent cultural knowledge and strategic higher level thinking,
motivational CQ represents the ‘can do’ approach.

Earley and Mosakowski (2004) analogises cognitive CQ as ‘Head’, motivational CQ
as ‘Heart’, and behavioural CQ as ‘Body’. They argue that all the three are essential in
leadership effectiveness, thus there is a need to examine each of these to know where training
is needed for improvement. The current CQ conceptualisation (Ang et al., 2007) includes
cognitive (cultural knowledge) and metacognitive CQs (higher level thinking) in addition to
the other two. With reference to the given Head, Heart, and Body analogy; we believe that
both the cognitive and metacognitive can be analogised as ‘Head’. We find support for the role
of ‘Head’ and ‘Heart’ in building relationships and having institutional success. Our findings,
did not find support for the impact of ‘Body’ (behavioural CQ) in building relationships and
managing institutional challenges.

Given our findings that motivational CQ and the interaction of cognitive and
metacognitive CQs influence institutional success by enhancing relationship quality, and the
evidence of the positive effect of CQ on global leadership effectiveness (Rockstuhl et al.,
2011), managers need to consciously assess their CQ facets and attempt to strengthen the
weaker ones. CQ can be enhanced by proper training and practice (Earley and Mosakowski,
2004; Hahn and Molinsky, 2018).

Secondly, investing in sustaining quality relationships with business partners is critical
for managing institutional differences. Relationship quality also helps to enhance firm
performance in general (Leonidou et al., 2014). Thus, relational capital is not just useful for

advanced economy managers operating in emerging economies as put forward by Peng et al.
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(2008), it appears equally useful for emerging economy managers operating in advanced
economies.

Finally, institutional differences pose challenges to managers. Managers operating in
institutionally different environments face challenges of misunderstandings and legitimacy
caused by the lack of shared cognitive and regulatory frameworks (Abdi and Aulakh, 2012;
Denk et al., 2012). A conscious approach of enhancing ‘Head’ and Heart” CQ facets of the
concerned managers and investing in building relationships is likely to help them to operate

effectively in institutionally different environments.

6.3 Limitations

The findings need to be interpreted carefully and with caution in regard to generalisability. The
data draws on the experience of Indian managers doing business with New Zealand. Ideally,
the model should also be examined for the experience of New Zealand managers doing
business with India. Moreover, a dyadic approach of examining data on both the sides is
suggested for future studies. In particular, relationship quality being a dyadic construct should
be measured with inputs from both sides. Though all efforts are undertaken to make sure that
the survey is answered by an appropriate manager, ideally interview-based questionnaire
surveys should replace the drop-and-pick method of data collection utilised in this study. Also
additional control variables such as past firm performance and number of partners should be
included by future researchers. Moreover, some CQ measurement items did not load to the
constructs for our data. Further research may help clarify whether this is because of this specific
survey, or because of the country context. Also, though the common method bias threat has
been examined and it does not post threat to the findings, ideally the data on the dependent

variable should be collected from a different source.
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6.4 Conclusions

Despite some limitations of the study, we have demonstrated some interesting findings. Our
findings show that relationship quality is the mechanism through which cognitive CQ when
accompanied by metacognitive CQ, and motivational CQ result in managing institutional
differences. To summarise, both Head (cognitive accompanied by metacognitive CQs) and
Heart (motivational CQ) result in good quality relationships and thus institutional success.
Further investigations are needed to see whether the contradictory finding of negative effects
of behavioural CQ (Body) is because of the context of the study and whether this can be

generalised.
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COG*METACOG.,
MOTL and BEH CQs

Figure 1: The Conceptual Model

Relationship Quality

Table 1: Sample Characteristics

Institutional Success

Note: COG, METACOG, MOTI and BEH CQs stand for cognitive, metacognitive, motivational
and behavioural cultural intelligences while * denotes interactive effects

Attributes N =186
Age (Average 43 years)
Up to 30 years 6 (11%
31— 40 years 58 (31%
41 — 50 years 70 (38%
51 — 60 years 30(16%)
61 years and above 8 (4%)
Gender
Male 176 (95%)
Female 10 (5%)
Education
Undergraduate 55 (300/9
Postgraduate 131 (70%)
Languages known (Average 3.12)
1 -2 languages 18 (10%
3 languages 134 (72%)
4 -6 languages 34 (18%)
International Experience
(Average 23.04 years)
Up to 10 years 41 (22%
11 — 20 years 53 (28%
21 — 31 years 44 (24%
31 —40 years 28 (15%
41 years and above 20 (11%
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Table 2: The Measurement Model

Latent Variables and Indicators Factor Loadings

Cognitive CQ (a 0.905, Pc 0.939, AVE 0.837)
Select that best describes you as you really are
(7 point Scale: 1 = Strongly disagree, 7 = Strongly agree)

1. I know the cultural values and religious beliefs of other cultures 0.933
2. | know the marriage systems of other cultures 0.896
3. I know arts and crafts of other cultures 0.915

Metacognitive CQ (a 0.908, Pc 0.932, AVE 0.775)

Select that best describes you as you really are

(7 point Scale: 1 = Strongly disagree, 7 = Strongly agree)

1. I am conscious of the cultural knowledge | use when interacting with people with different 0.830
cultural backgrounds

2. | adjust my cultural knowledge as | interact with people from a culture that is unfamiliar to me 0.941
3. I am conscious of the cultural knowledge | apply to cross-cultural interactions 0.880
4. | check the accuracy of my cultural knowledge as | interact with people from different cultures  0.868

Motivational CQ (a 0.855, Pc 0.904, AVE 0.706)
Select that best describes you as you really are
(7 point Scale: 1 = Strongly disagree, 7 = Strongly agree)

1. I am confident that | can socialize with locals in a culture that is unfamiliar to me 0.661
2. 1 am sure | can deal with the stress of adjusting to a culture that is new to me 0.886
3. I enjoy living in cultures that are unfamiliar to me 0.913
4. 1 am confident that | can get accustomed to the shopping conditions in a different culture 0.876

Behavioural CQ (a 0.882, Pc 0.926, AVE 0.807)
Select that best describes you as you really are
(7 point Scale: 1 = Strongly disagree, 7 = Strongly agree)

1. I change my verbal behaviour when (e.g. accent, tone) when a cross cultural interaction 0.854
requires it

2. | vary the rate of my speaking when a cross cultural situation requires it 0.918
3. I alter my facial expressions when a cross cultural interaction requires it 0.921

Relationship Quality (RQ): a 0.843, Pc 0.878, AVE 0.593
Relationships with your local business partner
(7 point Scale: 1 = Strongly disagree , 7 = Strongly agree)

1. Respect for local business partner 83;5
2. Quick problem solving 0.664
3. Regular interactions 0.781
4. Long term relationship 0.683
5. Overall partner satisfaction '
Institutional Success (« 0.957, Pc 0.966, AVE 0.852)

Success in managing institutional differences

(7 point Scale: 1 = Extremely unsuccessful , 7 = Extremely successful)

1. Nature of rules, laws and regulations 0.903
2. Enforcement of rules, laws and regulations 0.916
3. Cultural values, beliefs and norms 0.945
4. Ethical business practices 0.934
5. Overall business environment 0.917

Notes: a = Cronbach’s Alpha, Pc = Composite Reliability, AVE = Average Variance Extracted, CQ = Cultural Intelligence
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Table 3. Discriminant Validity and Correlations

VIF 1 2 3 4 5 6 7 8 9 10
1 Institutional Success - 0.923

2 | Cognitive CQ 1.179 | .0.165 | 0.915

3 | Metacognitive CQ 1.169 | 0.241 | 0.063 | 0.880

4 | Motivational CQ 1.495 | 0590 | 0.109 | 0.222 | 0.840

5 | Behavioural CQ 1.317 | .0.088 | 0.365 | 0.283 | 0.242 | 0.898

6 | Relationship Quality 1.493 | 0574 | 0.058 | 0.179 | 0.534 | 0.206 | 0.770

7 Age 1.095 | 0.011 | 0.077 | -0-32 | 0.034 | -0.003 | -0.017 1

8 | Education 1.061 | -0.046 | -0.015 | -0.129 | _0.055 | -0.126 | -0.030 | -0.079 1

9 | Languages 1.124 | 0,086 | 0.099 | 0.174 | 0,004 | 0.128 | -0.126 | 0.064 | -0.179 1

10 | International Experience | 1.117 | -0.023 | -0.062 | -0.098 | 0.064 | -0.054 | -0.086 | 0.253 | 0.041 | -0.077 | 1

Notes: CQ = Cultural Intelligence, VIF = Variance Inflated Factor
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Figure 2: Results

Figure 2a: Direct effects of cultural intelligence

Institutional Success
(0.48, 0.38)

Institutional
Success
(0.56, 0.44)

Relationship Quality
(0.34,0.15)

Behavioural CQ

Notes: Values shown for various paths are f (standardised path coefficient) with significance level in parentheses
followed by f2 effect size. Values in parentheses in the ovals are R2, and Q2 values in this order. CQ stands for cultural
intelligence. For interactive effects, cognitive and metacognitive CQs are denoted as COG and METACOG respectively.




Figures 3: Interactive Effects of Cognitive and metacognitive cultural intelligence
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Table 4. Analysis of Specific Indirect Effects
No Path Indirect | Standard T P Confidence Mediation
Effect Error | Value | Value | Interval 95% Effect
1 COG~>RQ~IS -0.028 | 0.031 0.903 | 0.367 | -0.099 — 0.025 | Direct-only
non-mediation
2 METACOG>RQ~>IS 0.027 0.024 1.104 | 0.270 | -0.019-0.075 | Direct-only
non-mediation
3 COG*METACOG—>RQ~>IS | 0.107 0.041 2.619 | 0.009 | 0.039 -0.202 | Indirect-only
mediation
4 MOTI>RQ~>IS 0.164 0.034 4.861 | 0.000 | 0.108 —0.241 | Complementar
y mediation
5 BEH->RQ~>IS -0.001 | 0.028 0.027 | 0.978 | -0.054 — 0.055 | Direct-only
non-mediation
Notes:

1. Cognitive, metacognitive, motivational and behavioural CQs are denoted as COG, METACOG, MOTI and BEH respectively.
2. Relationship quality and institutional success are denoted as RQ and IS respectively.
3. Confidence intervals are bias corrected confidence intervals.
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