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A BSTRACT


Where to internationalize is one of the least researched topics in international business. For market seeking 
 internationalization  the  American  market  is  often  considered  “The  Holy  Grail”  due  to  its  large  consumer 
 base. In this study the choice of location is considered in relation to cultural distance, specifically cultures 
 influence  in  market  entries.  This  is  done  under  the  hypothesis  that  cultural  similarity  can  provide 
 advantages in entering a market. This is investigated in relation to Canada and if Canada’s culture can serve 
 as an alternative entry point to the North American Market for Danish companies.  


Through  several  measures  of  cultural  distance  and  qualitative  interviews,  it  is  found  that  there  is 
substantial evidence suggesting that Canada and Denmark are culturally closer to each other than Denmark 
and the U.S. Cultures influence on internationalization is investigated in respect to the Network Business 
Model.  It  is  found  to  be  a  complex  relationship  with  many  moderating  factors  and  personal  bias.  It 
concludes  that  culture  likely  influences  the  internationalization  process  in  two  ways:  1)  Through  inter-
personal  relationship  development  and  the  building  of  network  and  2)  through  the  degree  of  cultural 
sensitivity of the company’s product. 
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I NTRODUCTION


Globalization  has  been  growing  with  advancements  in  technology.  At  the  core  of  globalization  is  trade, 
 which for hundreds of years has allowed people to interact with different cultures around the world. To 
 some extent, globalization is obvious with global products such as Coca Cola and Colgate. Many of these 
 products are modified on a regional basis to fit their consumers taste. Such customization requires in-depth 
 understanding of not only the market, but also the firm’s customers. Some argue that globalization means 
 the convergence of different cultures; observations from the real world suggest that this is only a partial 
 truth, and that cultural understanding is still relevant for companies internationalizing.   


When companies internationalize, they have to decide on where, when and how to internationalize. These 
 three elements are interdependent with the strategy they choose  (Narula,  2010), but also depend on the 
 motive for internationalization. There are two general motives for companies internationalizing 1) resource 
 seeking  and  2)  market  seeking (Ghemawat,  Distance  Still  Matters:  the  hard  reality  of  global  expansion, 
 2001).  Resource  seeking  internationalization  is  dictated  by  the  resources  which  are  sought  out,  such  as 
 cheap capital, cheap labour, raw material or knowledge. Specific resources are often industry dependant 
 and/or only available in selected countries and regions. This would be resources such as gold in South Afri-
 ca, cheap labour for production in Asia and technology knowledge in Silicon Valley etc. With restrictions in 
 terms of where to internationalize, companies have to adapt when and how they internationalize according 
 to the circumstances.  


Market seeking motives, on the other hand, do not have this same limitation on where to internationalize. 


In this case, companies need to find the most suitable market for their product/service, as well as for any 
 other  company  characteristics  of  relevance.  Large  markets  in  terms  of  GDP  per  capital  and  purchasing 
 power is an upside potential for future revenue. In this perspective, the US market is considered “The Holy 
 Grail”  of  markets  to  many  companies.  Most  research  focuses  on  entry  mode  or  entry  timing (Ahsan  & 


Musteen, 2011), with relatively little focused on where to enter. Where to enter is often dictated by indus-
try and company resource and capabilities (Lou, 2000). Empirical evidence on where to enter suggests that 
distance from the domestic market is a primary factor in choice of markets, though it is also moderated by 
language,  currency  and  trade  agreements  (Ghemawat,  Distance  Still  Matters:  the  hard  reality  of  global 
expansion,  2001).  Theory  would  suggest  that  the  importance  of  distance  is  driven  primarily  by  market 
knowledge and the perceived risk (Johanson  &  Vahlne,  1977). This also suggests a substantial element of 
behavioural bias might be implicit in the decision in terms of forms of bounded rationality, as all choices 
cannot be assessed. This suggests the importance of a study which focuses on culture, independent of dis-
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tance, and its influence on the internationalization process. Understanding the underlying mechanics for 
 the role of culture in internationalization will have the potential to benefit industries in general and make 
 the choice of market a more informed choice. 


A typical market analysis would consist of a well known framework, such as Porters Five Forces or SWOT 
 analysis, looking at the competitive factors influencing a business venture. They are industry level analyses 
 and  cannot  be  generalized  for  knowledge  creation  outside  that  industry.  They  also  assumes  a 
 predetermined choice of country, but offers no guidance in choice of country.  


A  market  analysis  would  consist  of  rellevant  legal  aspects,  cultural  aspects,  macroeconomic  indicators, 
 political stability and other variables of relevance. This would reflect the so-called institutional based view 
 and compared with company specific factors, the so-called resource based view. In the institutional based 
 view,  all  but  one  of  these  insitutions  are  explicit  data,  which  can  be  obtained  from  secondary  sources. 


Culture on the other hand cannot. Many have tried to emperically describe culture  (Schein,  1984;  Taras, 
 Rowney,  &  Steel,  2009) and cultural distance  (Håkanson  &  Ambos,  2010;  House,  2004;  Kogut  &  Singh, 
 1988) though empirical evidence shows that it is, at best, partially descriptive (Drogendijk & Slangen, 2006; 


Taras,  Rowney,  &  Steel,  2009). Empirical research has tried to use such measures of culture to find links 
 between cultural distance, the empirical measure of cultural difference between two countries, and choice 
 of  entry  mode  (Kogut  &  Singh,  1988;  Gollnhofer  &  Turkina,  2015).  This  has  resulted  in  mixed  and 
 inconclusive  results  (Morschett,  Schramm-Klein,  &  Swoboda,  2010).  Another  group  of  researchers  has 
 focused on the matter of psychic distance, which is described as the assumed or implicit distance between 
 two countries, with the argument that this is what managers actually base their decision on. An interesting 
 property of this is its non-symmetrical form, bringing the insight of not assuming equal length from country 
 A  to  country  B  as  from  B  to  A  due  to  differences  in  foreign  market  knowledge.  No  unanimous  research 
 methodology  has  prevailed,  though  Hofstedes  method  has  been  widely  used,  partially  due  to  lack  of 
 alternatives  and  habbit (Morschett,  Schramm-Klein,  &  Swoboda,  2010),  however  comparison  between 
 Hofstede methodlogy and alternatives suggest it might still be relevant (Drogendijk & Slangen, 2006). 


Real world evidence of the importance of culture is not scarse. Companies have ignored cultural differences 
and struggled or failed in their market entries, for example IKEA (Moon, 2004) and Target (Whaba, 2015), 
Common  for  these  companies  is  that  they  are  all  MNE,  with  billions  invested  in  their  respective  market 
entries, and still failed. These failures have been, at least, partially attributed to culture and lack of cultural 
understanding.  In  2005  McKinsey&Company  estimated  that  1  of  4  entry  attempts  succeeded (Horn, 
Lovallo, & Vigue, 2005) 
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Many have tried to create cultural guidelines to countries by describing feature such as considerations to 
 personal distance, methods of greeting and so forth, though neither of them are exhaustive, especially as 
 the boundaries of culture are not generally defined, nor are they nessesarily transferable across country 
 borders. Several problems with culture in internationalization exist, such as availability of data and its tacit 
 nature.  


In market seeking internationalization, your product can vary greatly. The importance of understanding and 
 awareness of cultures influence on market entries is highlighted in these cases. Due to the impossibility of 
 knowing  what  is  relevant  on  forehand,  it  implicitly  suggests  there  is  a  lower  risk  option  in  entering 
 countries which have cultures which are more familiar to your own. In the case of gaining access to the US 
 market, Canada is a likely candidate given its geographical closeness and its strong ties to Europe. Canada 
 also  conducts  substantial  trade  with  the  US  which  is  facilitated  by  the  North  American  Free  Trade 
 Agreement (NAFTA). The pending free trade agreement between Canada and the EU (CETA) can further be 
 expected to make Canada an attractive alternative to directly entering the US market.  



T
HE N
ORTH A
MERICAN M
ARKET

The US market has the largest upside potential as a market, with the worlds second highest  GDP of $17.35 
 trillion, and population of 321 million, which gives a GDP per captia of $54,400 for 2014. Similarly, Canada 
 has a GDP of $1.596 trillion, a population of 35 million and GDP per capital of $45,000 in 2014. Canada’s 
 largest  import  and  export  partner  is  the  US,  and  similarly  the  largest  export  market  for  US  products  is 
 Canada.  For  Imports  to  the  US,  Canada  is  the  second  largest,  surpassed  by  imports  from  China (Central 
 Intelligence Agency, 2016).  


The US has a strong and sofisticated consumer market and it was one of the fastest to recover during the 
 financial  crisis (Siddiqui,  2014).  Canada  was  also  influenced  by  the  Global  Finacial  Crisis,  particularly 
 because  of  its  exports  to  the  US.  In  addition,  the  Canadian  banks  and  mortgage  market  was  greatly 
 unaffected (The Economist, 2010).  


The US market is considered to be a highly competitive market which, according to Michael E. Porter, can  
create  competitve  advantages  for  companies  in  the  long  run.  For  new  companies  it  can  make  the  initial 
entry harder as it increases entry barriers (Porter, 1990). According to Michael Porters framework, Canada 
has a less competitive market, which should then make market entries easier. There has been criticism of 
Porters framework for not working on smaller trading nations. The criticism suggests you need to see it in 
light of its competitve market according to the so-called Double Diamond framework (Rugman  &  D'Cruz, 
1993). In the case of Canada, the NAFTA expands its competitve market outside of its domestic borders. 
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This suggest that Canadian competitiveness should be seen in a dual perspective with the American market 
 as  their  integrated  economies  puts  them  in  direct  competition  with  each  other  and  they  are  not  solely 
 dependent on their own national market.  


Despite arguing the proximity of the two markets, Target Inc. failed entering Canada from the US in 2014. 


There is great deal of consensus on the cause of this failure, which resulted in a complete scale back from 
 Canada. There were three major causes of the failure. Firstly, consumer expectations. were not met. Cana-
 dian consumers did not see the Canadian Target to be as good as the American Target which 70% of the 
 Canadian shoppers reportedly had had experience with  (Whaba,  2015). This shows, despite the failure in 
 entry, how integrated the two markets are, at least for the bordering areas. Secondly, the size of the entry 
 was over scaled with the opening of 124 stores in 18 months  (Whaba,  2015). This goes against most best 
 practise techniques on market entry, most of which suggest to not make irreversible investments until un-
 certainty is overcome (Ahsan & Musteen, 2011).  This also shows that despite similarities between the two 
 markets, there are great differences. Thirdly, employing a new logistical system which left shelves empty 
 across  the  country,  created  bad  consumer  experiences  and  harm  to  the  Target  brand.  This  was  further 
 complicated by the geographical spread (Whaba, 2015).  



A B
RIEF H
ISTORY OF C
ANADA AND THE USA 


Canada  has  strong  historic  ties  to  Europe,  especially  its  former  colonizing  powers  of  the  UK  and  France. 


Opposite, the USA has been more distancing of its European ancestors. The United States of America (USA) 
 fought the British colonization in 1775 and signed the declaration of independence in 1776. Canada’s inde-
 pendence has been slower, more peaceful and significantly later. It has been transitioned in several stages. 


The earliest date is 1867, which is the legal foundation for Canada, with the first Canadian constitution. This 
 did not create full independence due to the United Kingdom retaining legislative and foreign policy power 
 over Canada. Autonomy was not officially achieved until 1931, and even the final degree of sovereignty was 
 not until 1982, where the ability to amend the constitution was passed over from the UK to Canada. Even 
 today the official head of state in Canada is Queen Elizabeth II: “the power to govern is vested in the Crown 
 but is entrusted to the government to exercise on behalf and in the interest of the people” (Government of 
 Canada, 2015) This is evidence of not only a closer relationship between the two countries, but also a more 
 embracive approach to its heritage than the US has taken. This, in effect, creates two very different paths 
 to develop society and culture.  


Canada is the second largest country in the world based on sq. km. It is split into 10 provinces and 3 territo-
ries. The provinces are similar to American states with provincial governments and legislation, whereas the 
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territories are under federal control. The territories are located in the northern parts of Canada  and are 
 sparsely populated. The political capital of Canada is Ottawa, located on the border between the provinces 
 of French speaking Quebec and English speaking Ontario. In foreign policy matters Canada is a member of 
 the G7, which shows its economic status in the world.  


Canada had a population of 35.8 million in 2015 (Statisitcs Canada, 2015). The vast majority of the Canadi-
 an population lives close to the US border. This is probably due to climate, as well as an urbanization pro-
 cess which to a large degree has prospered on trade with the US. The Canadian economy is driven by the 
 service  sector,  as  most  other  developed  countries,  although  its  economy  has  a  comparatively  large  de-
 pendence on natural resources such as oil and wood due to large availability of these resources. When this 
 was initially written it was in the middle of the 2016 oil-crisis, with oil prices just below the USD 30 mark 
 and a threat to the Canadian Economy. Several months later the price is scraping USD 45, which is good for 
 global markets, however forest fires in North-western Canada have shut down some of the world’s largest 
 oil fields. When they will reopen is currently unknown. Similarly, the fire also has impacted the foresting 
 industry.  When  the  fire  will  be  under  control  could  be  very  important  to  these  industries  and  Canadian 
 economy in the medium-short run.   


The demographics of Canada are a complicated matter as many identify themselves as Canadian, but also 
strongly with their immigration country. The CIA Factbook has the following description: Canadian 32.2%, 
English 19.8%, French 15.5%, Scottish 14.4%, Irish 13.8%, German 9.8%, Italian 4.5%, Chinese 4.5%, North 
American Indian 4.2%, other 50.9% (Central  Intelligence  Agency,  2016) - Note that it does not add up to 
100% showing the multifaceted cultural identification in Canada. This also reflects a very open society to 
different cultures, though this diversification is highly dependent on provinces or even cities. One of the 
most diverse areas is Toronto, which is the largest city in Canada. The Greater Toronto Area is estimated to 
have almost 50 % of its 6 million inhabitants being born outside of Canada (City of Toronto, 2016). 
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R
ESEARCH Q
UESTION

This study investigates cultures influence in market entries. This is done by investigating the potential bene-
 fits of culture to Danish companies entering the North American market through Canada rather than the 
 U.S.. 


This scope of study has two primary hypotheses in it. 1) That correctly measured Canada is culturally closer 
 to Denmark than the USA 2) That culture is a relevant factor in market entries. Furthermore there is an 
 implicit assumption of interconnection between the two markets, so that knowledge obtained in one mar-
 ket can be applied in the other. Due to the NAFTA and trade between the two countries this is assumed 
 true. The validity of such an assumption is discussed, but not investigated separately.  


This  study  will  therefore  focus  on  a  defintion  and  understanding  of  the  concept  of  culture,  the  cultural 
 meassure of Canada, the USA and Denmark, and exploring cultural distance concepts. This knowledge of 
 culture will then be explored in the context of the Network Business Model of Internationalization (NBM). 


This model relates culture to entry-strategies and the underlying assumtptions of market knowledge, risk 
 and uncertainty.  



L
IMITATIONS

The study is explorattive in nature, and the evidence presented is suggestive. It consists of a combination of 
 3rd  party  data  and  in-depth  interviews.  The  interviews  are  cunducted  with  consultants  at  the  Danish 
 consulates  in  the  USA  and  Canada,  which  mostly  represent  SME.  Similar  Interviews  with  companies  are 
 SME. Therefore the study is done in a context of SME, and its applicability outside of that is unknown.  


The  study  focuses  on  the  choice  of  location  for  entry  strategies,  with  emphasis  on  market  seeking 
 internationalization  and  the  role  of  culture.  Internationalization  has  many  reasons,  and  specfic  business, 
 industry and product conciderations must be expected to overule any genneralizations made in this study, 
 which focuses on a more genneralizable level.  


The  litterature  on  culture  is  biased  towards  a  management  diciplinary  defintion  –  despite  attempts  to 
widthen the scope. Research on culture is extensive and interdiciplinary, and this study will by no means 
pretend to have a holistic coverage of such, as that would require an individual research effort. Thereby 
there is a risk of bias in choice of litterature as well as neglect of significant findings across other diciplines 
of relevance to the topic. To adjust for this, there has been a focus on influential studies and studies of 
reviewing  nature  to  develop  as  eclectic  a  view  as  possible.  Some  studies  of  litterature  frequently  mixes 
concepts  of  organizational  and  national  culture,  whereas  others  suggest  methodlogogies  for  the 



(11)7 


sepperation  of  such.  In  this  study  the  focus  has  been  on  national  culture.  Confusion  in  terminology  and 
 limtations of the concept is a risk to the understanding of the concept culture and its boundaries.  


The  study  of  culture  inherently  creates  interpretative  bias  from  the  author.  Culture  is  itself  a  matter  of 
 perspective, so a study on others perspective contains a implicit bias. This bias extends on to all areas of 
 the assignment, particularly the excution and interpretation of interviews most be concidered vulnerable. 


In order to ofset this bias there has been an emphasis on the litteratures perspective on interpretations. 


The author has biased interests in the study of Canada as an alternaitve entry point. The authors bias in this 
 regards is both a bias, but also a recognition of the opportunity of the study. In order to eliminate the bias 
 to the greatest extend possible a solid methodology and a comparative nature of culture rather than an 
 individual assesment of culture traits has been choosen.  



D
EFINITIONS AND R
EADING G
UIDELINE

The study starts out with an overview of the literature on culture and cultural measuring, as well as litera-
 ture on internationalization. The literature review is the foundation, which the following 3 chapters build 
 upon. Chapter 1 focuses on different measures for Cultural Distance, corresponding to hypothesis 1. Chap-
 ter 2 deal with the role of culture in entry strategies, corresponding to hypothesis 2. As this is done through 
 In-depth interviews it also offers a qualitative interpretation of cultural distance, in relation to hypothesis 1. 


Chapter 3 discusses findings, implications and key points from the interviews. 


In order to create an easy and comparative view, all currency is presented in USD. If the original data was 
 not in USD it has been converted at a USD price of DKK 6,5 and CAD 1,29. The study deals with risk and 
 uncertainty. There is often an imprecise definition of such terms, and thereby feel the need to explicit de-
 fine there meaning. This study takes a Knightian approach to uncertainty and risk. So that uncertainty is 
 considered  inherently  immeasurable.  Whereas  risk  is  considered  a  calculated  measure  where  there  is  a 
 known degree.  


The assignments focus on culture, means it has a vague definition of its scope and definitions, as culture is 
 badly defined in the literature. The following is an outline of a few key concepts and their interpretation. 


Culture is in its widest form considered the collective value set in a group.  


•  National  Culture:  the  collection  of  cultural  values,  which  is  common  among  people  of  a  certain 
 country. 


•  Organizational Culture: the collection of cultural values, which is common among people of a cer-
tain organization.  
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• Cultural distance: Is the cultural equivalent of the concept of geographical distance between two 
countries, measuring their cultural difference.  
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T HEORY / LITERATURE REVIEW



A H
ISTORIC V
IEW ON C
ULTURE AND ITS D
IFFERENT P
ERSPECTIVES

In  1952,  Kroeber  and  Kluckhorn,  American  anthropologist’s,  found  164  different  definitions  of  culture 
 (Spencer-Oatey,  2012). This did not lead to a unified definition and definitions vary depending on context 
 scope and discipline. Three broad applications of culture have been identified; one of the earliest origins is 
 in so-called high-culture where it was used to refer to the arts. Later on, it was used in an anthropological 
 setting describing the evolution of civilization into a higher degree of sophistication. The last use of culture 
 is  also  founded  in  anthropology  but  employs  a  more  descriptive,  birds  eye  perspective,  on  different  cul-
 tures across the globe. This later use of culture deviates from the earlier definitions in its lack of judgement 
 between  high-low,  or  degrees  of  civilization,  but  rather  an  appreciative  view  of  cultural  differences. 


(Spencer-Oatey, 2012). This perspective is the one which is employed in this study. 


In 2009, Taras et al. did a review of quantitative measures of culture. They find that quantification of cul-
 ture was not attempted until the mid twentieth century, but became popularized with Hofstedes 1980 pub-
 lication  “Culture’s  Consequences”.  The  review  identifies  121  different  instruments  for  measuring  culture 
 split  across  5  disciplines:  anthropology,  psychology,  archaeology,  sociology  and  management.  They  also 
 find  that  the  difference  in  disciplines  has  resulted  in  an  inconsistent  terminology  in  the  field  (Taras, 
 Rowney, & Steel, 2009). They further expand on this to include a sub-categorization of culture into national 
 cultures, organizational cultures and culture on a group level. They find that there is a conceptual overlap 
 between the term culture and other terms such as value orientation, basic beliefs, schemas, philosophy of 
 life and world outlook, depending on the discipline. (Taras, Rowney, & Steel, 2009). This suggests that the 
 body of knowledge on the topic is much larger than the management discipline, hindered by terminology 
 and different definitions.  



D
EFINITIONS OF C
ULTURE: 


The lack of precision of definitions is easily visible from these selected definitions from some of the most 
 influential scholars across diciplines: 


By anthropologist Victor Barnouw: “A way of life of a group of people, the configuration of all other more or 
 less stereotyped patterns of learned behaviour, which are handed down from one generation to the next 
 through means of language and imitation”  


Victor Barnouw 1985; as cited by Peng and Meyer: p 69 
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By social psychologist T.Schwartz: ”Culture consists of the derivatives of experience, more or less organized, 
 learned or created by the individuals of a population, including those images or encodements and their in-
 terpretations (meanings) transmitted from past generations, from contemporaries, or formed by individuals 
 themselves.” 


T.Schwartz 1992; as cited by Spencer-Oatley 2012: p. 2  


By social psychologist G. Hofstede: “Culture is often defined as the homogeneity of characteristics that sep-
 arate one human group from another. Each culture incorporates inherent norms, values and institutions”  


G. Hofstede 1980; Cited from Gollenhofer and Turkina 2014: p. 24 


Which was developed into: “It is the collective programming of the mind, which distinguishes the members 
 of one group or category of people from another.“  


G. Hofstede 2011: p. 3 


The definitions clearly show a lack of precision. Hofstedes dual inclusion is a result of his impact on the field 
 and his development in definitions. Taras et al. review of definitions of culture finds four areas of consensus 
 regarding culture and definitions of cultures (Taras, Rowney, & Steel, 2009):  


•  Complex and multilevel 


•  Shared among members of a group/society 


• Formed over long periods of time 


• Stable over time 



A
GREEMENTS I
N C
ULTURAL S
TUDIES - W
HAT IS C
ULTURE? 


Complexity in cultural studies has little further description in the literature, but it becomes clearer when 
exploring the other commonalities: multilevel, shared among members, formed and stable over time. The 
complexity of the topic is inherent in the difficulty in defining and limiting the concept of culture in defini-
tions.  
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Multilevel 


Multilevel is described in a similar manor by both G. Hofstede and also by MIT professor Edgar Schein. In a 
 study of organizational culture, E. Schein presents multilevel as in figure 1. His study is built on a multitude 
 of disciplines  (Schein,  1984). Figure 1 describes culture as consisting of three levels; Artifacts, Values and 
 Basic Assumptions. Values and Basic Assumptions are technically values – but deserve a separation based 
 on their degree of awareness to people. We, as people, are aware of our values, whereas our basic assump-
 tions  we  are  unaware  of  (Schein,  1984).  A  very  similar  classification  is  done  by  E.  Hall (1976), which  he 
 terms the cultural iceberg, representing how Artefacts are the visible areas of culture, but represents the 
 minority of what constitutes culture. Artefacts are described as easy to observe and difficult to interpret, 
 whereas values and basic assumptions are increasingly difficult to uncover. (Schein, 1984). 


Figure 1: E. Schein’s Levels of Culture 


Hofstedes categorization of culture is distributed into 4 layers, as in figure 2; Values, Rituals, Heroes and 
 Symbols. He also includes practises – something he found particularly relevant for organizational studies, 
 whereas values were found to be more important on a national level (Waisfisz, 2015). 


*Reproduced from (Schein, 1984)
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Figure 2: Hofstede’s Levels of Culture 


Shared Among Members of a Group 


Culture is defined as shared among a group of people,  alhough no defintion of the size of the group exists. 


This makes it a property of the collective group and not the individual, even though many of the values 
 trancend both the group and personality level and are hard to distinguish (Schein, 1984). This is vizualized 
 in  figure  3:  Hofstedes  Cultural  Triangle.  This  highlights  that  the  term  culture,  to  a  large  degree,  is  an 
 academic construct, and so are its boundaries. This has also been highlighted as one of the problems with 
 meassurering  culture  qualitatively,  as  you  might  meassure  personality  as  much  as  you  meassure  culture 
 (Taras,  Rowney,  &  Steel,  2009)  Opposite  it  is  distinquished  from  Human  nature  which  is  attached  to  a 
 genetic and universal level.  


Figure 3: Hofstedes Cultural Triangle 


*Reproduced from (Waisfisz, 2015)


*Reproduced from (Spencer-Oatey, 2012)
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Formed over long periods of time and stability. 


Culture is formed over long periods of time, and is passed on in forms of learned behaviour through gener-
 ations (Schein, 1984). Its stability has lead early researchers to associate it with heredity due to its stability 
 over time, however modern studies attach it to a socially learned behaviour (Hofstede, 2011).  



C
ULTURAL S
TUDIES IN M
ANAGEMENT L
ITERATURE

Hofstede study culture from a business and management perspective. The management literature started 
 focusing on culture later than archaeology, anthropology, sociology and psychology. Artefacts and rituals 
 have  traditionally  been  studied  by  archaeologists,  and  sociologists  have  typically  studied  values (Taras, 
 Rowney,  &  Steel,  2009). Deep  basic  assumptions  have  been  studied  by  psychologists (Schwartz,  2012), 
 political scientists (World Value Survey Association, 2016) and anthropologists (Schein, 1984).  



H
OFSTEDE’
S P
OPULARIZATION

Geert Hofstede’s pioneering study not only popularized cultural studies, but it is also one of the most influ-
 ential studies, particularly within management. From the 121 instruments identified by Taras et al., there 
 was an overlap with one or more of Hofstede’s original 4 dimensions in 97,5% of the cases (Taras, Rowney, 


& Steel, 2009). Hofstede’s Original four dimensions were: power distance, uncertainty avoidance, individu-
 alism and masculinity1. The dimensions were developed based on questionnaires of 116.000 mid-level IBM 
 employees between 1967-1973, across 70 countries and regions (Shi & Wang, 2011). The dimensions were 
 statistically  significant  in  explaining,  cross-cultural  variation  in  his  study  and  were  later  verified  by  other 
 researchers (Drogendijk & Slangen, 2006). The 4 dimensions were later extended with long-term orienta-
 tion and indulgence vs. restraint. Hofstedes research was the first study of its kind in terms of its sample 
 size, as well as the homogeneity of the sample (Shi & Wang, 2011).  


Despite Hofstedes success there has also been substantial critique of his research, generalizations and as-
 sumptions. The use of Hofstedes cultural dimensions in academics has been claimed to be due to the lack 
 of alternatives (Drogendijk & Slangen, 2006), convenience, popularity and habit (Taras, Rowney, & Steel, 
 2009). Similarly it has been suggested that the continued use of Hofstedes work is due to lack of progress in 
 the field of cross-cultural research (Drogendijk  &  Slangen,  2006). Hofstedes work has been criticized on 
 the following points: 1) Lack of exhaustiveness in dimensions, as the survey used was not designed to iden-
 tify  cultural  dimensions-  a  critique  which  was  raised  by  Psychology  Professor  Schwartz. (Drogendijk  & 


Slangen, 2006) 2) The sample of countries did not reflect a full spectrum of national cultures, which means 
        


1In  Hofstedes  perspective  masculinity  and  feminism  is  opposing,  and  thereby  measurering  masculinity  indirectly  measures  fiminity.  Thereby  saying  you  cannot  be 
masculine and feminine at the same time.  
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the dimensions identified might have been incomplete or wrong. This argument is supported by the indi-
 vidual statistical significance of both Hofstedes measures and a study by House et al., but their lack of cor-
 relation with each other (Drogendijk & Slangen, 2006) suggests some kind of discrepancy in the measures. 


3) Critique by Hofstede himself, which states that since cultural dimensions are themselves culturally de-
 pendent, there is a bias in identified dimensions. This critique is empirically supported by a high correlation 
 between perception of cultural distance and cultural distance (measured by Kogut & Singh index) for coun-
 tries geographically close to each other, but not for countries further away (Håkanson & Ambos, 2010). 4) 
 The IBM employees surveyed do not reflect the general population and are thereby not warranting grounds 
 for  generalization  on  a  national  level (Drogendijk  &  Slangen,  2006).  5)  Only  measuring  masculinity,  and 
 assuming masculinity and feminism as opposites, and that people cannot be both at once  (Drogendijk  & 


Slangen, 2006). 6) The age of the study, and therefore the risk of the study being out-dated (Drogendijk & 


Slangen, 2006). 7) The degree to which language differences create conceptually different understanding of 
 dimensions among countries (Drogendijk & Slangen, 2006). 8) The degree to which the underlying values, 
 which make up the dimensions, are emic (specific) or if there are etic (universal) dimensions or specific to 
 some countries. If there are unique variables for certain countries it makes cross-country comparison im-
 possible (Drogendijk & Slangen, 2006) (Spencer-Oatey, 2012).  



F
ROM C
ULTURAL M
EASURERING TO C
ULTURAL D
ISTANCE

In a study from 1988 in which the authors were trying to identify the effect of national culture on choice of 
entry mode, the authors created a cultural distance index which measures cultural distance from a home 
country. It bases itself on Hofstedes original 4 dimensions (Kogut & Singh, 1988). Since then it has been a 
commonly used methodology for cultural distance measuring (Drogendijk & Slangen, 2006). Their formula 
aggregates  the  4  cultural  dimensions  into  a  single  factor  of  cultural  distance  from  the  reference/home 
country. This takes Hofstedes 4 dimensional framework and makes it one-dimensional. Beyond the critique 
points  of  Hofstedes  underlying  measures,  the  index  has  also  been  criticized  on  its  mathematical 
(Drogendijk  &  Slangen,  2006)  and  theoretical  construct (Håkanson  &  Ambos,  2010).  The  mathematical 
criticism stems from the choice of weight distribution, which is based on the variance of the individual di-
mensions for which no theoretical reasoning is given  (Drogendijk  &  Slangen,  2006). Håkanson et al. criti-
cizes its theoretical construct, as it assumes a symmetric distance between two countries from a to b and b 
to a, partially due to emic qualities of culture. To accommodate this, they suggest a perceived measure of 
cultural distance called psychic distance.  
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Alternative Approaches to Cultural Measuring 


Following the critique of Hofstede, several authors have developed  alternative approaches to measuring 
 culture. The Global Leadership and Organizational Behavior Effectiveness (GLOBE) Study, was developed in 
 1991 by professor Robert J House of Warton Business School (House, 2004). It is constructed on an aggre-
 gated knowledge of cultural studies, drawing on best practises. Its review of best practises leaves it with 9 
 dimensions, derived from collected findings from Hofstede (1980), Schwartz (1994), Inglehardt2 (1997) and 
 more (Hoppe,  2014). It has a stronger methodology, as it was both designed for the purpose of cultural 
 measuring, thereby compensating for many of the critique points of Hofstede in terms of sample choice 
 and dimensions  (Shi  &  Wang,  2011). Criticism in regards to measuring culture vs. personality and the as-
 sumption to which there is a symmetric nature of culture still stands. The GLOBE study builds on a survey 
 on leadership skills as foundation for their different dimensions. This allows them to cluster countries based 
 on their view on good leadership competencies. The focus on leadership skills makes it particularly useful 
 for management studies. Despite its presumable superiority in terms of methodology, research has found it 
 to be very similar in results compared to Hofstede (Shi & Wang, 2011).  


Figure 4: GLOBE Clustering of Countries 


       


2Inglehart is the director and inventor of the World value Survey. 


*Source (House, 2004)
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A clustering approach is often employed in cultural studies as a tool to group samples together. Support for 
 the use of clustering approaches are the familiarity of some cultural values rather than similarity of them 
 (Spencer-Oatey, 2012). Alternative methodologies such as Hall (1976) and World Value Survey (2016) have 
 taken a methodological approach based on categorizing along key dimensions, which are not exhaustive, 
 but  founded  in  the  deep  values  and  strongly  culturally  tied,  thereby  implicitly  measuring  culture  more 
 broadly. It categorizes countries based on a loose/tightness (the degree of implicit/explicit) of communica-
 tion in societies (Hall, 1976).  


Psychic Distance and Value Based Measures of Culture 


The  concept  of  psychic  distance,  first  and  foremost,  removes  the  assumption  of  symmetry  between 
 groups/countries as it is based on the perception of distance. It is suggested that psychic distance is a more 
 relevant measure than cultural distance for business decisions since managerial perception might not be 
 grounded in facts, but impressions (Håkanson & Ambos, 2010). Such a premise would be partially support-
 ed by behavioural economics and concepts such as bounded rationality. In their article, The Antecedents of 
 Psychic  Distance,  Håkanson  at  al.  finds  strong  correlations  between  psychic  distance  and,  in  descending 
 order, geographic distance, economic distance, cultural distance (culture is based on the Kogut/Singh in-
 dex), with geographic distance being the most influential variable, 2,5 time more than economic distance.  


The complexity in defining the complete cultural map and dimensions to accurately reflect culture has led a 
 group of researchers to focus more on loosely defined value based surveys and surveys of axioms. This is 
 founded in the idea that  by focusing on the deepest values you have the greatest chance of uncovering 
 differences on the deepest motivational level and covering culture as broad as possible. 


Methodologically, the method of studying values has been pioneered by political science Professor Ingle-
 hart from Michigan University, who since 1981 has conducted and developed the World Value Survey, and 
 founded the World Value Survey Association, which has continuously developed and carried out the survey 
 since then. The World Value Survey has been conducted in 6 waves, where the latest finished in 2014. It 
 takes a strong psychological perspective by focusing on value beliefs and opinions, and is frequently pub-
 lished in journals on psychology and political science based on peoples beliefs and changing beliefs (World 
 Value Survey Association, 2016). One of the most prominent representations of the data is the Inglehart–


Welzel cultural map of the world which has the two dimensions: 1) Survival values versus self-expression 
values and 2) Traditional values versus secular-rational values.  
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I
NTERNATIONALIZATION S
TRATEGIES

Entry strategies consists of where, when and how to internationalize. Empirical studies of internationaliza-
 tion have primarily focused on when and how to internationalize (Stevens & Dykes, 2013). Little literature 
 on  the  first  step  of  internationalization  exists,  and  often  it  focuses  on  the  time  to  internationalization 
 (Chetty, Johanson, & Martín, 2014), such as in the case of International New ventures (McDougall, Shane, 


& Oviatt, 1994) or the most recent concept of Born-again global firms (Bell, McNaughton, & Young, 2001). 


Reasons for such can be that it is highly case or industry dependent, which renders it difficult to study on a 
 macro –level. Empirical evidence in the form of FDI in- and outflows, and import and exports, shows that 
 most  trade  is  done  with  geographically  closer  countries.  Beyond  geographical  distance,  evidence  of  the 
 importance  of  common  language,  currency,  colonial-colonizer  relationship  and  common  borders  impacts 
 trade (Ghemawat, Distance Still Matters: the hard reality of global expansion, 2001). Culture is also a com-
 mon factor listed, although its empirical evidence in entry strategies is mixed and has primarily been tied to 
 the choice of entry mode (Drogendijk & Slangen, 2006; Kogut & Singh, 1988). On this point, two common 
 interpretations exists: that increased cultural distance makes companies use entry modes with higher de-
 gree of control and directly opposing to this, that companies use modes of less control, often joint venture, 
 with a local partner for market knowledge (Gollnhofer & Turkina, 2015). Both of these have been found to 
 be statistically significant. These studies often proxy culture with nationality, or the widely used Kogut and 
 Singh index. This might be due to convenience and the complexity in culture and can be part of the reason 
 for the mixed results.  



F
ROM I
NCREMENTAL I
NTERNATIONALIZATION TO N
ETWORK B
USINESS M
ODEL

An early and widespread model for internationalization, which focuses on locational choice, is the Uppsala 
model,  which  is  an  incremental  internationalization  model.  Incremental  Internationalization  has  come  in 
many variations such as Johanson and Widerheim-Paul (1975), Bilker and Tesar (1977), Cavusgil (1980), and 
Czinkota (1982) as collected by (Bell, McNaughton, & Young, 2001). They all share an element of graduate 
internationalization  from  early  exporter  of  goods  and  service  to  overseas  production/manufacturing 
through several steps. (Bell,  McNaughton,  &  Young,  2001). The Uppsala model was published in 1977 in 
the Journal of International Business Studies. It too works as a model for incremental internationalization, 
but  more  importantly  focuses  on  developing  the  underlying  model  to  explain  the  pattern  that  was  ob-
served in internationalization behaviour among Swedish firms. Johanson and Vahlne labelled this pattern 
the establishment chain, which is another term for incremental internationalization. The model has a dy-
namic  relationship  between  knowledge  development  and  adjusted  foreign  market  commitments.  The 
model builds on uncertainty and bounded rationality, assuming that uncertainty is the result of lack of mar-
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ket knowledge and the decision process is a result of bounded rationality rather than neoclassical economic 
 ideals of optimal resource allocation. The difficulty in attaining market knowledge is a key reason why com-
 panies enter geographically closer markets, as their psychic distance is smaller. Psychic distance is defined 
 as “the sum of factors preventing the flow of information too and from the market” (Johanson  &  Vahlne, 
 1977,  p.24). This means a psychically closer market has an easier transfer of knowledge from the foreign 
 market  to  the  firm.  Psychic  distance  is  a  result  of  differences  in  language,  education,  business  practises, 
 culture and industrial development. (Johanson & Vahlne, 1977). They therefore argue that culture is a fac-
 tor in internationalization through its influence on knowledge development.  


The 1977 model has received substantial criticism based on abnormalities in relation to the models pre-
 dicted behaviour of companies in relation to the establishment chain (McDougall, Shane, & Oviatt, 1994). 


The Uppsala model tried to explain the establishment chain but did not explain the first internationalization 
 effort of companies (Johanson  &  Vahlne,  2009). In 2009, the model was revised into what Johanson and 
 Vahlne labeled the Business Network of Internationalization Process Model. The original model is updated 
 with regards to many of the criticisms and 32 years of research (Johanson  &  Vahlne,  2009). The revised 
 model changed its view from psychic distance to a network view of the market. This meant that the revised 
 model  included  explanations  for  the  first  internationalization  steps.  Networks  consist  of  all  the  relation-
 ships a company has and knowledge to the firm flows through the relations which makes up a network. 



T
HE N
ETWORK B
USINESS M
ODEL  (NBM) 


The NBM consists of a state and change side. In the state side is Knowledge and Network position, see fig-
 ure 5. Knowledge is comprised of general market knowledge and industry specific knowledge. Market 
 Knowledge constitutes traditional formal institutions of a country such as laws, rules and language, similar 
 to the institutional view. Market Specific knowledge is the specific market conditions, which you can only 
 learn by interacting in the market. Market specific knowledge is comprised of the knowledge, which allows 
 companies to recognize opportunities in the market. Network Position depicts the current position in the 
 business network. The business network is a company’s embeddedness in the industry, and its relation-
 ships. Thereby the Network position is the enabler of market knowledge. Changes to the state side can be 
 created by investing in relationships and by creating new market knowledge.  


The change side consists of Learning, Creating and Trust-building. Learning, Creating and Trust-building 
 describes the interplay between players in the network and the outcome of such. Business activities with 
 partners can create changes to mutual trust, knowledge of each others companies and show opportunities. 


It is important to notice that the relationship between Learning, Creating and Trust-building and Network 
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position and Knowledge is not path dependent and can both influence positively and negatively. The inter-
 play is dynamic and highly interdependent. Lastly, relationship commitment decisions describe the increase 
 or decrease in commitment to the network position such that a favourable assessment of the opportunities 
 it will provide will lead the company to increase their investment.  


Figure 5: The Network Business Model of Internationalization 


The revised model maintains the dynamic element of the original model, retaining its focus on knowledge 
 and following commitment of resources. It deviates from the original mode in two key aspects:  


1) The revised model changes the focus from Markets to Business Networks. The changing terminology is a 
 reflection of a move from a neoclassical perception of the market as suppliers and customers into a market 
 consisting  of  relationships  among  companies.  This  takes  an  approach  with  emphasis  on  Social  Capital 
 (Nahapiet & Ghoshal, 1998). Knowledge is seen as both co-developed and shared in relationships, and de-
 pendents on the quality of the relationship and trust. Market knowledge is the specific market conditions 
 upon which you can only learn by interacting in the market, for which you suffer from the liability of out-
 sidership. Industry specific knowledge is considered the key information as it allows for the recognition of 
 opportunities, but it is also privileged information to insiders of the network and availability of knowledge 
 is dependent on your network position. If you aren’t part of a network you are considered an outsider and 
 you suffer from the liability of outsidership. This term is a modification of the liability of foreignness, em-
 phasising outsidership of networks rather than markets. Outsidership is a matter of degree, where you can 
 be essentially located in the business network or in the periphery.  


*Reproduced from (Johanson & Vahlne, 2009)
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2)  The  Network  Business  Model  emphasis  is  on  business  opportunities  instead  of  learning  about  institu-
 tional and cultural differences. Business opportunities are recognized based on industry specific knowledge. 


By learning of opportunities a company can asses the upside potential, risk and uncertainty of an oppor-
 tunity, or a company can seek out further knowledge to improve their understanding of the opportunity, 
 thereby keeping the fundamental dynamic of the model. A change to knowledge can both render an oppor-
 tunity more or less relevant and does not imply path dependency even though there is causality between 
 the  two.  The  Uppsala  model  had  an  acknowledged  neglect  for  the  upside  assessment  of  an  opportunity 
 (Johanson & Vahlne, 2009). Outsidership would not only have made it impossible to learn of the opportuni-
 ty, but also to reliably judge the potential and associated risk of an opportunity. Your ability to assess the 
 opportunity is dependent on your position in the network and the associated knowledge it gives you. In-
 creases to globalization and technology increasingly make networks independent of geographical distance.  


The model also emphasises borders less and the term internationalization is less relevant than expansion, 
as the model suggests the ability to assess business opportunity is the decisive factor in internationaliza-
tion. This includes the first internationalization effort. This dynamic relationship between knowledge and 
ability to assess opportunity means the company progresses in incremental steps to balance risk and re-
ward. Thereby Johanson and Vahlne redefine internationalization from being overcoming institutional dif-
ferences to developing opportunities, national and international - a perspective they argue resembles en-
trepreneurship (Schweizer, Vahlne, & Johanson, 2010). 
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M ETHODOLOGY


In this study, Canada is investigated as an attractive alternative for entry strategies into North America due 
 to its cultural and historic ties to Europe. The study builds on literature of culture, cultural measurement 
 and cultural distance in relation to entry mode literature, supported by in-depth interviews.  


The research design is iterative and deductive, though also has an element of explorative as many concept 
 does not have fixed definitions. It originated from authors personal observations in Canada between Au-
 gust 2012 and March 2014. This slowly developed into a theory of cultural similarity and its potential bene-
 fits for internationalization into North America. The author thereby has a personal bias. The author’s bias 
 has resulted in a focus of a strong methodology, complicated by the complexity of culture. Initial emphasis 
 was on quantitative measures from known frameworks such as Hofstede and Globe, due to its objective 
 nature, although early data collection and analysis rendered such data inconclusive and insufficient. This 
 iterated the methodology to also focus on underlying cultural understanding and a qualitative approach. 


Taking a step back from the quantitative frameworks gave further insight into the underlying research be-
 hind the models. Such is accounted for in the literature review. This resulted in the final research design 
 consisting  of  a  triangulation  between  literature  on  culture  and  cultural  understanding,  quantitative 
 measures and qualitative measures.  



O
NTOLOGY AND E
PISTEMOLOGY

The study mainly takes a subjective view on reality, particularly because culture is inherently socially con-
 structed. However, due to the longevity of culture and its stability over time, it is considered to be in exist-
 ence, supporting a conflicting objectivist view, and the employment of quantitative methods fro measuring 
 culture. The subjectivist view comes from the impossibility of observing it, which means any study will rely 
 on observation and interpretation. Awareness to culture and cultural beliefs only comes when confronted 
 with a different/conflicting value set. Culture is considered an element of a group but we are unaware of 
 the causality here ie. if the group is in existence because of culture or culture is developed as part of the 
 group.  


The research topic itself is also highly subjective in nature as cultures influence on entry strategies could be 
 null, but if managers believe it to be relevant, cultures influence becomes self-fulfilling. Similarly the com-
 munication and interpretation of cultures role in entry strategies is solely dependent on interpretation. 


In relation to knowledge generation, the study has an interpretivist view, and therefore a large part of the 
study will be interpretative. However a longstanding tradition within business research to study this quanti-
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tatively gives access to 3rd party data, which takes a more objective approach. Due to the inability to ob-
 serve culture directly, and the underlying assumptions behind these frameworks, a considerable amount of 
 interpretation goes into them and they are also considered interpretatively. 



B
IAS

The author has a biased view upon Canada due to personal relations. This could result in biased formula-
 tion of questions in interviews as well as interpretations. Thereby the author has substantial knowledge of 
 Canada, but also impressions and assumed knowledge, which might not be true. The study is a reflection of 
 these observations.  



R
ESEARCH DESIGN:


Due  to  the  complexity  of  the  topic,  a  multiple  approach  is  taken,  relying  on  quantitative  and  qualitative 
 data in the form of 3rd party and primary collected data in the form of interviews. The multitude of data 
 secures  multiple  underlying  research  philosophies  and  interpretation  of  data,  reducing  the  author’s  per-
 sonal bias to infer. Furthermore, the different data source allows for triangulation of data.  


Cultural distance is primarily studied through 3rd party data due to the availability of data and the size of 
 data sets. Here Hofstede’s data is used as studies show it is still a relevant measure (Shi & Wang, 2011), as 
 is the Globe study, with its stronger methodology (Hoppe, 2014) and the World Value Survey which is tak-
 ing a more value based perspective. Cultural distance is, however, also indicated in the qualitative inter-
 views  offering  a  secondary  perspective.  Cultures  role  in  entry  strategies  and  its  ability  to  transfer  across 
 borders are studied through in-depth interviews with consultants at the consulates in Canada and the USA. 


These are supported by two company cases.  



Q
UANTITATIVE D
ATA

Several  researchers  have  undertaken  the  estimation  of  cultural  distance  through  quantitative  measures; 


these are datasets of size, however a multitude of assumption underlines the construction of them. Due to 
 the multitude of assumption, the study uses several methods to estimate cultural distance.  


Hofstede & Globe 


G. Hofstede’s research and the GLOBE study have overlapping theoretical framework and for this reason 
 they are analyzed in the same way. They both have a quantitative scale and the distance from Denmark to 
 Canada and the USA is calculated. Focus is on the closeness to Denmark, rather than relative across the 
 different dimensions.  


World Value Survey 
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The world Value Survey is conducted as interviews across the world, focusing on value based questions, 
 thereby employing a fundamentally different methodology. Instead of trying to identify dimensions, it has 
 identified questions of value-based nature focusing on the deepest values, considering this an implicit cov-
 erage of culture. As the questions are not based on a unified scale, the answers are compared in relation to 
 similarity of responses. The USA, Canada and Denmark have never all been part of the same World Value 
 Survey  at  the  same  time.  The  5th  wave  had  both  the  USA  and  Canada  in  it,  therefore  the  study  proxies 
 Denmark by the use of Sweden.  



F
OCUSED I
NQUIRY

The role of culture in entry strategies is approached through in depth interviews. Focused inquiry was sug-
 gested as the best approach at uncovering cultural meaning, though difficult to execute as it requires an 
 outsider who can ask the right questions and an insider who can answer them (Schein,  1984). Questions 
 was  prepared  on  forehand  in  regards  to  the  literature  in  the  form  of  an  interview  guide.  The  Interview 
 guide was developed with focus on open-ended questions, which are non-leading in a combination of gen-
 eral and specific questions as suggested by Kristin Esterberg (2002) as a method for asking without reveal-
 ing the objective and get the interviewee to reflect, while specifying questions on areas of particular rele-
 vance. The Interview guideline was not practices before the first interview, but slightly improved between 
 interviews, particularly the removal of questions regarding national symbols. The  personal  experience  of 
 the researcher then provided grounds to develop the right questions and improvise questions in the inter-
 views.  


The  interview  was  set  up  through  e-mail.  Attention  was  put  into  not  revealing  the  true  objective  of  the 
 study.  The  interviewees  were  told  the  interviews  were  focused  on  culture,  and  how  culture  influences 
 company’s entry strategies. The questions were developed based on the literature review. A strong influ-
 ence on neutrality in the questions was attempted, combined with a strong consideration to order of the 
 questions in order to avoid bias in the subject. Later the interviews were transcribed in order to better ana-
 lyse them. The analysis was done with open coding, as suggested by Kristin Esterberg (2002). First, the tran-
 scripts were read individually and different topics were identified. Secondly, the topics were compared with 
 the Business Model of Internationalization.  


It is suggested to choose a sample which is embedded into the society to study culture (Schein, 1984). The 
interviewees were chosen based on their geographical location and experience and as representatives for 
multiple entries thereby having extensive experience, and considered a good representative sample. Fur-
thermore, the consultants have a higher degree of integration in their respective country which theoretical-
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ly should give them a deeper insight into the cultural aspects, which are hard to uncover, thereby working 
 as insider (Schein, 1984). A proportion of the questions were specifically developed to ask about 3rd person 
 point  of  view  in  order  to  minimize  interviewee’s  single  response  bias  as  suggested  by (Drogendijk  & 


Slangen,  2006).  The  interview  guideline  is  attached  in  appendix  1.  During  the  interviews,  the  interview 
 guideline was used as a preferred structure, but often the order of questions was mixed up as interviewees 
 answered questions in relation to other questions. Under such circumstances the interview continued on 
 the topic after which the original structure was returned to.  


The interviews were conducted through phone and transcribed on the following dates: 


•  Toronto: 7th April 2016 , 8th April 2016: 


•  Chicago: 26th April 2016 , 27th April 2016 


• New York: 28th April 2016 , 29th April 2016 
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C HAPTER  1: U SING  3
RD PARTY DATA TO ESTIMATE CULTURAL DISTANCE H
OFSTEDE: U
SING H
OFSTEDES D
ATA TO M
EASURE D
ISTANCE TO USA
 AND C
ANADA FROM D
ENMARK
 Hofstede’s  data  gives  measures  on  cultural  position  for  different  countries.  Subtracting  these  measures 
 from each other gives an estimate of distance, relative to one country. Using the most recent data set from 
 December  2015  to  compare  cultural distance  from  Denmark  to  Canada  and  USA,  see  table 1. (Hofstede, 
 Hofstede, & Minkov, Geert Hofstede & Gert Jan Hofstede, 2015).  

Table 1: Hofstedes Cultural Distance Data for Canada (EN & FR), USA and Denmark: 


Power 


Distance  Individualism  Masculinity  Uncertainty 
 Avoidance 


Long term 


Orientation  Indulgence 


Denmark  18  74  16  23  35  70 


Canada 


(English)  39  80  52  48  36  68 


Canada 


(French)  54  73  45  60  -  - 


U.S.A.  40  91  62  46  26  68 


*Data for French speaking Canada does not exist on long term orientation and indulgence 
 Source: (Hofstede, Hofstede, & Minkov, Geert Hofstede & Gert Jan Hofstede, 2015)


The distance from Denmark to Canada and USA respectively is of interest, but also the difference between 
 the distance to Canada and the distance to the USA from Denmark is of interest. In theory the difference in 
 distance between USA and Canada, relative to Denmark, is the advantage one country has over the other in 
 cultural distance.  


Table 2: Cultural Distance Difference to the USA from Canada, Relative to Denmark 


Power Distance  +1 


Individualism  +11 


Masculinity  +10 


Uncertainty Avoidance  -2 
 Long Term Orientation  +10 


Indulgence  0 


Graph 1 shows the distance from Denmark to Canada, represented with blue. The red represents the rela-
tive distance, longer or shorter, to the USA from Denmark in respect to Canada. The graph shows how Can-
ada scores closer to Denmark on cultural measures in 4 out of 6 measures (Long-term orientation, Mascu-
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linity, Individualism and Power Distance). The distance to USA and Canada are identical for Indulgence and 
 the  distance  from  Denmark  to  the  USA  is  shorter  on  Uncertainty  Avoidance.  The  relative  advantage  of 
 Power Distance and Uncertainty Avoidance is minimal, at only 1 and 2 points difference between the USA 
 and Canada.  The difference between Canada and the USA is the biggest on Individualism, Long Term orien-
 tation and Masculinity, where Canada scores respectively 11,10,10 points less than the USA.  


Graph 1 Cultural Distance Measure Using Hofstede Scores 



K
OGUT & S
INGH S
NDEX C
ALCULATIONS: 


Kogut & Singh Index builds on Hofstede’s measure. It aggregates the different dimensions into a single fac-
 tor  of  cultural  distance  from  a  reference  country.  This  creates  a  ground  for  easy  comparison,  relative  to 
 comparing the 6 dimensions individually as above. Its main strength and application is in multivariable re-
 gressions  where  it  offered  an  easy  applicable  measure  of  cultural  distance (Harzing,  2003).  The  original 
 Kogut & Singh index is from 1988 and only focused on the original 4 dimensions  (Kogut  &  Singh,  1988). 


The index is applied in its original form and is updated to include all 6 dimensions, while keeping the origi-
 nal methodology Kogut & Singh applied.  


-10  0  10  20  30  40  50 


Power Distance 
 Individualism 
 Masculinity 
 Uncertainty Avoidance 
 Long term OrientaYon 
 Indulgence 


Diﬀerence between Denmark and Canada (Hofstede)  Distance between Canada and USA 
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The original formula for Kogut & Singh index:  


!"! =


!!"−!!" !


!!
 4


!


!!!


Calculating the Kogut & Singh index on the original 4 dimensions, as described in their 1988 study (Kogut & 


Singh, 1988) gives a Cultural distance measure from Denmark to Canada (English) of 1.51 and 2.19 for the 
 USA. The original 4 dimensions have separate data for French speaking Canada, which gives a score of 2.01, 
 suggesting  that  Canada  is  closer  than  the  USA  to  Denmark,  but  also  that  significant  differences  existing 
 within Canada, and that Danish companies would be worse of starting in Quebec province than an English 
 speaking province in regards to culture.  


The mathematical adaptation to include all 6 dimensions: 
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Beyond the expansions to aggregate across 6 instead of 4 dimensions, it is also expanded to divide the final 
 result by 6 instead of 4 dimensions. Adjusting the formula to accommodate for 6 variables gives a distance 
 measure from Denmark to Canada of 1.01 and the USA of 1.48. Data on all 6 dimensions are not available 
 for Canada (French). The adjustment for 6 variables reduces the measure in regards to distance for both 
 Canada and the USA but does not change that Canada is closer to Denmark than the USA. The downward 
 adjustment primarily comes from the change in weighing of the 6 dimensions. The two added dimensions 
 have very low variance, and as variance serve as weight distribution, they put very little upward pressure 
 on  the  distance  measure.  Furthermore,  the  addition  of  two  variables  means  the  individual  dimensional 
 differences are now divided by 6 and not 4 as in the original. This reduces the influence of some of the larg-
 er differences from the four original variables. 


The introduction of two more dimensions was to more holistically describe culture. Hofstedes original data 
did not measure China, where China was simply an estimate between Taiwan and Hong-Kong (Shi & Wang, 
2011). The dimension  of Long-term  orientations  would  assume  to  be  particularly  important in Asian cul-
tures such as the Chinese where there is tradition for a very long term oriented view. That the two dimen-
sions  were  not  introduced  along  with  the  initial  4  dimensions  can  be  explained  by  the  small  difference 
across western countries across both indulgence and long-term orientation. It serves as an example of re-
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