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Abstract 

Cultural distance dimensions from Hofstede and GLOBE have long been heavily criticized. 

A large part of this criticism is due to the method in which they are being applied, as 

simplified cultural indexes fail to provide explanatory power. 

This thesis sets out to test whether the GLOBE cultural distance dimensions on the values 

and practices scales can aid in the explanation of export and FDI flows from Denmark to 

other countries. In doing so, it will shed new light on the issue, as the values aspect of the 

GLOBE dimensions has been largely ignored. 

Four main approaches to cultural distance are identified in cultural distance measures, 

cultural clustering, psychic distance, and measuring cultural distance while using objective 

measures. Cultural distance measures mostly take the form of Kogut and Singh indices, but 

they are oversimplified, overused, and offer little explanatory power.  

Quantitative methods are employed to test the impact of differences in the cultural 

distance dimensions between Denmark and the host country. For the purpose of this study 

a stepwise backwards regression analysis is chosen, as this allows to test the impact of 

individual cultural distance dimensions without resulting in a poor statistical model. 

The results show several statistically significant relationships between cultural distance 

dimensions and the export and FDI from Denmark to the host countries. When comparing 

practices to practices, In-Group Collectivism and Assertiveness are statistically significant, 

and when comparing values to values, Uncertainty Avoidance is statistically significant. 

Thus the second group dimensions should not be ignored. 

The thesis further shows that while cultural distance dimensions add explanatory power, 

this is significantly worse for culturally similar countries. The exclusion of Sweden from 

the data almost doubled the explanatory power of the models. Thus the thesis can suggest 

that cultures which are within the same cluster should employ a psychic distance approach 

rather than a cultural distance approach. Similarly, cultural distance dimensions are useful 

when comparing culturally distant countries, as they are simpler to employ than competing 

models for practitioners and academics alike.  
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2. Introduction 
International trade has grown rapidly in the 20th century. Many factors contribute to this, 

including easier communication through the internet, faster and more affordable travel 

with modern airplanes, and economic barriers going down in a many countries worldwide. 

With such a reliance for businesses and countries to not only be competitive within their 

own local spheres, but rather globally, they must both compete with distant competitors, as 

well as cooperate with many who are different from themselves. Culture has proved to be 

more than just a minor inconvenience, as misunderstandings have caused large fiscal 

losses for firms and countries alike. Others have benefited from their cooperation with 

different cultures, as it has allowed them to enrich their world view, and seek intangible 

strategic advantages through the knowledge of a wider network.  

In most cases, culture is still seen as a deterrent to international trade. It is seen in the 

same light as economic barriers by some: a barrier which must be broken down and 

overcome to enrich the individual, firm or country. This is because the cases in which 

differing culture is seen as a benefit, it is usually explicitly sought after, such as Swedish 

Electrolux acquiring Italian Zanuzzi specifically to employ different design techniques 

known by the Italians (Morosini, Shane and Singh 1998, p. 151). In many other cases, a 

certain tangible benefit is the reason for acquisitions, and when cultural differences then 

make communication difficult, it may deter the acquirer from getting the full potential out 

of the acquisition. 

Therefore academics became more interested in the phenomenon of culture, and especially 

the quantification of culture, so it could fit into slightly modified versions of existing 

models to calculate the benefits of a given acquisition, or the risks associated. Hofstede’s 

four, later five, cultural dimensions served this purpose perfectly. He had performed 

surveys on IBM employees, and observed different answers based on the individual’s 

culture. He then analyzed the data, and scored the countries on five dimensions, making 

international comparison of cultural distance possible based on the dimensions (Hofstede 

1980). House et al. (2004) released a book, based on the project GLOBE, which served a 

similar purpose to Hofstede’s book, however, they included nine dimensions; each of 

which had two versions. They further did not limit themselves to employees from a single 

organization, but undertook a survey of many different people from different countries, 
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and the project, labelled GLOBE, was a collaboration of many academics working on 

collectively on the research design and analyses.  

Cultural distance has long been a topic of controversy among scholars. Several researchers 

are severely entrenched in their way of thinking about the issue, with some advocating the 

measurement cultural distance through the use of Hofstede’s or GLOBE’s dimensions, and 

others rejecting the idea of cultural dimensions in international business and management 

research (Tung and Verbeke 2010, p. 1270-1272).  

Much research which employs the work of GLOBE or Hofstede do so in the form of cultural 

distance measures, where aggregate scores for all dimensions are achieved. These 

aggregate scores are then used as proxies for explaining the impact of culture on the 

dependent variables. The few studies, which focus on individual cultural dimensions, have 

so far only focused on the practices aspect of the GLOBE dimensions, but have neglected 

to analyze the values dimensions from the GLOBE study. There is therefore a gap in the 

knowledge of this field; not only in respects to the values dimensions, but also in respects 

to how the two types of GLOBE dimensions interact with one another. The only topic 

which has come up is regarding the negative correlation between values and practices 

(Peterson 2004; Maseland and van Hoorn 2008, p. 527-529).  

There could be a wealth of information hidden in these largely ignored values dimensions. 

For instance, one could postulate that the values of the home and host country matching, 

or the practices of the home countries matching the values of host country matching, may 

be of more significance than the practices of the home and host country matching. This is 

not to say that they almost certainly will be better predictors, but rather that they might, 

and that this unexamined question deserves an answer.  

2.1 Research Question 
Can cultural distance dimensions help explain Danish export and outward foreign direct 

investment? 

3. Literature review 
The following chapter will assess the written literature on the subject of cultural distance. 

First, an overview of different approaches to cultural distance will be presented, in which 

cultural distance measures and dimensions will be distinguished and critical underlying 
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assumptions will be assessed. This will be followed by the review of cultural clustering, 

psychic distance and objective cultural measures. These will then be compared to highlight 

the relative strengths and weaknesses of the differing approaches. Second, the project 

GLOBE will be reviewed and assessed on the applicability of its cultural distance 

dimensions. Third, based on the findings of the literature review, four hypotheses will be 

presented. Finally there will be a short conclusion to the literature review. 

3.1 An overview of approaches to national culture and distance 
To understand if and how cultural distance dimensions, which are the core components of 

Hofstede and the project GLOBE, have a place in the literature, it is important to 

understand its assumptions, shortcomings, as well as its alternatives. The alternatives are 

especially important to understand when a specific approach to a problem is considered, as 

these form the context of what research within the field is able to achieve at the present.  

This sub-chapter and its sections will therefore provide an overview of the four most 

common approaches to national culture and distance. These approaches are: cultural 

distance dimensions and measures, cultural clustering, psychic distance, and measuring 

cultural distance without employing cultural distance dimensions. These are far from the 

only approaches, but what they have in common is that they generally produce some form 

of quantitative results rather than anecdotal evidence, and that they are currently common 

in the cultural distance literature.  

Before going deeper into the literature, it is important to define what type of culture this 

thesis will deal with, and the exact definition, which will be employed. Cultural research is 

primarily divided into organizational culture and national culture. While appropriate 

management of organizational culture can give great benefits to the firm at hand, this 

thesis will focus exclusively on national culture. 

It is therefore important to specify what is meant by national culture. There is no complete 

consensus on the topic, but most definitions share the same core concepts. GLOBE defines 

culture as follows: 

“Shared motives, values, beliefs, identities, and interpretations or meanings of 

significant events that result from common experiences of members of 

collectives that are transmitted across generations (House et al. 2004, p. 15).” 



Page 9 of 87 
 

Ronen and Shenkar (2013) presented the following definition of national culture: 

“Culture is a shared way of life of a group of socially interacting people, 

transmitted from one generation to the next via acculturation and socialization 

processes that distinguish one group’s members from others (Ronen and 

Shenkar 2013, p. 868).” 

The following definition is a result of a collection and assessment of 164 definitions of 

culture: 

“Culture consists of patterns, explicit and implicit, of and for behavior 

acquired and transmitted by symbols, constituting the distinctive 

achievements of human groups, including their embodiments in artifacts; the 

essential core of culture consists of traditional (i.e. historically derived and 

selected) ideas and especially their attached values; culture systems may, on 

the one hand, be considered as products of action, and on the other as 

conditioning elements of further action (Kroeber and Kluckholm 1952; cited in 

Askehave and Norlyk 2006, p. 7-8).” 

While this collection of definitions could easily continue across 40 pages, a pattern has 

emerged, allowing us to understand the essence of what is referred to as culture. Namely: 

 culture is shared among a group of people;  

 it is transmitted from one group to the next, which can both mean children being 

brought up in a culture by parents, or employees being taught the corporate culture 

of a company;  

 members of one cultural group are distinct from members of other groups; 

 culture is taken for granted by its members 

Having dissected the definitions, very little separates them other than the manner in which 

they are worded. For this thesis the definition by House et al. (2004) will be employed, as 

the project GLOBE will be frequently referred to in the thesis. One alteration will however 

be made to the definition, so it reads as follows: 
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Shared motives, values, beliefs, identities, and interpretations or meanings of significant 

events that result from common experiences of members of collectives that are transmitted 

across generations, which distinguish them from other collectives. 

The last six words are added to bring the definition in line with the other definitions, as 

one of culture’s primary effects is the distinction of groups of people. 

Following will be the review of four different approaches to cultural distance. 

 3.1.1 Cultural distance measures and dimensions  
In Tung and Verbeke’s (2010, p. 1260) cross-cultural research overview, they distinguished 

between “cultural distance dimensions” and “cultural distance measures”. Cultural 

distance dimensions refer to values on which societies or nations differ, such as power 

distance and uncertainty avoidance. Cultural distance measures refer to the 

operationalization of these dimensions, often into a single score, which can be used to 

estimate cultural distance. These terms will be used extensively in this paper. Therefore 

they will be highlighted in table 1 to signify their distinctive features. 

Term Cultural distance dimension Cultural distance measure 

Features  Countries are scored on a specific 

dimension, based on the answers 

given to questionnaires on 

cultural values. 

 Cultural distance dimensions 

include, among others, power 

distance, uncertainty avoidance, 

collectivism, and assertiveness. 

 Several studies have produced 

cultural distance dimensions, but 

the most cited ones remain 

Hofstede and GLOBE. 

 Cultural distance measures are 

constructed based on cultural 

distance dimensions. 

 The measures often aggregate all 

the cultural dimensions of a 

specific study into a single 

equation, which is labelled 

cultural distance.  

 The most commonly applied 

cultural distance measure is the 

KS-index. 

Table 1: The differences between cultural distance dimensions and cultural distance measures. Adapted 
from Tung and Verbeke (2010, p. 1260). 

The first cultural distance measure to operationalize Hofstede’s dimensions was the Kogut 

and Singh index (Kogut and Singh 1988; Sousa and Bradley 2006, p. 51) (Henceforth any 

index that summarizes multiple dimensions into a single formula will be referred to as a 

KS-index). It has since been reused and adapted to many other studies. They constructed 

the following index (Kogut and Singh 1988, p. 422): 
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𝐶𝐷𝑗 =  ∑ {(𝐼𝑖𝑗 −  𝐼𝑖𝑢)
24

𝑖=1 /𝑉𝑖}/4 

The formula takes the difference between two countries, labelled as j and u, on each of the 

four original Hofstede dimensions (power distance, uncertainty avoidance, 

masculinity/femininity, and individualism/collectivism). These differences are then 

squared before being divided by the variance of the dimension, and finally they are divided 

by 4 to illustrate an average difference on the dimensions. The division by first the variance 

of the dimension and subsequently by 4 means that each dimension is weighted perfectly 

equal, thus the index assumes that each of the four original Hofstede dimensions are 

equally important. Further, the squaring of the differences result in greater differences 

within a single dimension carrying more weight than multiple minor differences spread 

out over multiple dimensions.  

KS-indexes have received much criticism both for its many critical assumptions (Shenkar 

2001; Tung and Verbeke 2010) and for its empirical applicability, where it is seen as a 

weak predictor for distance (Håkanson and Ambos 2010, p. 203-208). Dow and 

Karunaratna (2006, p. 591-595) found that 68 out of 80 studies on entry modes and 

market selection employed a KS-index as their only measure of cultural distance, and that 

the effects were significant, but small. The following section will explore and assess these 

issues.  

3.1.2 Limitations for cultural distance in international business and 

management research 
Cultural distance has received a large amount of criticism, and this thesis will therefore 

devote this section to assessing the most important criticisms.  

Shenkar (2001) put forth a series of concerns regarding cultural distance measures, which 

served as criticism for KS-indexes. These were later adapted by Tung and Verbeke (2010) 

to reflect problems with cultural distance measures and dimensions, and to offer solutions 

to overcome or minimize the impact of these issues. They divided 10 common assumptions 

on cultural distance from international business and management research into 3 

categories. Namely, generic limitations, remediable weaknesses, and weaknesses requiring 

re-conceptualization. See figure 1.  
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Figure 1: Common assumptions for cultural 
distance dimensions and measures (Tung and 
Verbeke 2010, p. 1262; adapted from Shenkar 
2001). 

The generic limitations include the first 

and second point of issues with 

symmetry and stability. Symmetry refers 

to problems in achieving the same result 

when reversing the home and host 

country. That means that while a result 

might be empirically proven when going 

from country A to country B, it may not 

hold true when going from country B to 

country A. Stability refers to whether 

national cultural dimensions change 

over time, and whether we are dealing 

with convergence or divergence between 

countries. Ronen and Shenkar (2013) 

found that cultures remain fairly stable 

over time, and illustrate that their 

empirical findings of country cultural 

clusters from 1985 are very similar to 

those in 2013. They further found some 

support that national cultures may be diverging, but that they do so slowly. In sum, these 

generic limitations are not fatal to the concept of cultural distance dimensions. One must 

however keep in mind that any results are unidirectional and cannot be assumed to hold 

true for other countries, and that the cultural distance dimensions may slowly lose 

accuracy over time. 

The remediable weaknesses of cultural distance IB and management research refer to 

shortcomings that have been remedied by many contemporary researchers in the field, but 

which are still often overlooked (Tung and Verbeke 2010).  The third point refers to the 

assumption that there is a linear relationship between cultural distance measures and 

dependent variables. To circumvent this problem, one could focus on cultural distance 

dimensions rather than the often criticized cultural distance measures (Håkanson and 

Ambos 2010, p. 203-208; Dow and Karunaratna 2006, p. 591-595). The fourth and fifth 

point refer to the common assumption that any results are unambiguously causal. Care 
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must be taken in the interpretation of the results, and it must be stressed that statistical 

correlation does not necessarily indicate causation. A larger sample size will increase the 

validity of the results and will mean that a more reasonable analysis can be performed. The 

sixth assumption is that psychic distance and cultural distance are treated as the same 

thing and used interchangeably. These are very different concepts both in meaning and in 

applicability. Therefore the difference between psychic distance and cultural distance will 

be discussed at greater length in section 3.1.4.  

The weaknesses requiring re-conceptualization are the most troublesome for cultural 

distance in IB and management research. The seventh point refers to issues with intra-

national cultural differences. This is especially pronounced in large countries such as India 

and China, as well as countries with very different cultures such as Canada and its French 

speaking minority and South Africa with its historical and cultural division of black and 

white citizens. The GLOBE study has attempted to remedy this by conducting separate 

surveys for black and white people of South Africa and even grouping them into separate 

clusters, where the white sample is grouped with the Anglo cultures and the black sample 

is grouped with the African cultures. Similarly, they specified to have only included 

samples from English speaking Canadians (House et al. 2004, p. 184-188). The issue with 

intra-national cultural diversity is only an issue when looking at the micro level, while at 

the macro levels, export and FDI the averages will even out just as they do in the cultural 

dimensions (Tung and Verbeke 2010, p. 1266). It is important to stress that this line must 

be drawn somewhere. Otherwise the division of cultures could very well go down to the 

city- or even neighborhood level. For instance, it could be argued that the culture of 

suburban New York is very different to the culture of inner city New York. This is of course 

not sensible to gather data in such specific detail, as the collection would be much too time 

consuming and costly. This is one of the best arguments to keep the cultural dimensions at 

the country level, and make some exceptions where they make sense.  

The eighth point refers to the fact that it is often assumed that cultural differences can only 

have a negative effect on outcomes of studies. Statistical models can be altered as to allow 

for the option for the cultural distances to positively correlate with the outcomes. This is 

also most significant for studies at the micro level. Sarala and Vaara (2010) for instance 

found that cultural distance had a positive impact on knowledge transfers, while Martin 

and Drogendijk (2014, p. 110) argue that trade and export related figures have consistently 
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shown a negative correlation with distance measures. It is therefore important to note that 

in some aspects it would be feasible to test for positive correlation, while for others it is 

sufficient to test for negative correlations. The ninth point refers to the assumption that 

results from cultural distance studies will hold true for all firms regardless of firm 

characteristics such as organizational culture and strategic motive. Such generalizations 

cannot be made. This issue is also especially present at the micro level of analysis, as macro 

level analyses will aggregate the results to show the bigger picture.  The tenth point refers 

to issues specifically with KS-indexes. Namely, bundling or cultural dimensions into a 

single formula. The original KS-index weighted all 4 original Hofstede dimensions 

perfectly equally by adjusting for variance, but it would be a strong assumption to make 

that all 4 dimensions contribute equally to cultural distance (Dow and Karunaratna 2006, 

p. 840-844). Even if a KS-index is adjusted for weights, it may be problematic to apply the 

same formula in a different context. This goes in relation with the first assumption of 

symmetry, where it is stated that results should be seen as unidirectional. Håkanson and 

Ambos (2010) further found that KS-indexes used in isolation are very poor predictors of 

distance. 

Tihanyi, Griffith and Russel (2005, p. 274-280) found that using a simple KS-index there 

was no statistical significance for the relationship between cultural distance and entry 

choice, international diversification and financial performance of firms. However, when 

looking at the cultural distance dimensions individually, it became clear that some 

dimensions were significant, while others weren’t (Dow and Karunaratna 2006, p. 591-

595; Barkema and Vermeulen 1997, p. 854-860). 

In sum, it can be argued that the most significant issues with assumptions surrounding 

cultural distance measures and dimensions revolve around analyses at the micro level and 

around issues with cultural distance measures or KS-indexes. These issues can be 

overcome by focusing the analysis on the macro level and focusing on cultural distance 

dimensions. Symmetry and stability will be a minor inconvenience no matter the target of 

the analysis, while symmetry issues can be solved by emphasizing that the results are 

unidirectional, stability can be assumed to have only a minor impact due to the slow 

change of culture over time. 
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3.1.3 Cultural clustering 
Cultural clustering avoids the assumptions regarding cultural distance dimensions and 

measures to a certain degree, by focusing on the bigger picture rather than on individual 

and specific distances between countries. As such this approach sets out to arrive at 

meaningful groupings and sub-groupings of cultures based on how similar they are to each 

other. 

Ronen and Shenkar (1985; 2013) revised their 1985 paper on cultural clustering by 

analyzing empirical studies which were published or updated between 1985 and 2005. 

They selected 10 studies based on their criteria, meaning that the studies utilized work-

related values or attitudes, that they empirically arrived at a clustering solution based on 

raw data, that they surveyed employees or potential employees, and that they included 

multiple regions and at least 15 countries (Ronen and Shenkar 2013, p. 873). Based on the 

10 studies they selected 70 countries which appeared in at least two of the studies. 

Subsequently, they clustered these countries hierarchically based on the frequency of 

which they appeared in the same cluster in each of the 10 previous studies. To further 

enhance validity they performed this process ten times through the procedure of jack-

knifing, where one of the 10 studies was removed to assess whether the results remained 

the same. This led to a dendogram, where countries could be organized according to 

frequency of being clustered with other countries. They cut the dendogram to group 

countries, which appeared at least 50% of the time in the same cluster. The dendogram 

was further cut at 25% and 75% to produce three layers of clusters. Countries which 

appeared together at least 75% of the time were called local clusters, those which appear 

together at least 50% of the time were called consensus clusters and those which appeared 

together at least 25% of the time were called global clusters. See figure 2 below for a 

graphical illustration. 
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Figure 2: Empirically derived cultural clusters from a meta-analysis of 10 empirical papers (Ronen and 
Shenkar 2013, p. 881) 

The tree is merely for purposes of illustratively depicting the results. Global clusters are 

further organized according to inter-cluster distance, meaning that for instance the Nordic 

cluster is closer to the Germanic and African clusters than to the Anglo or Confusion 

clusters. Through the application of a multidimensional scaling plot they further illustrated 

that not all clusters are equally close to one another. For instance, the Eastern European 

and Latin American clusters were the most dissimilar from all other clusters, while the 

Arab and Near East clusters were very close to one another, and had the cut-off for global 

clusters been set at 20% instead of 25% they would have been in the same global cluster. 

The same can be said of the Nordic and German cluster and the Confucian and Far East 

cluster (Ronen and Shenkar 2013, p. 879-844). 

The managerial implications of this paper are beneficial to large multinational enterprises 

(MNE) in particular. The paper illustrates suitable regional groupings of countries on 

multiple levels, which could aid MNEs in selecting appropriate locations for regional 

offices to govern subsidiaries and employees, and serve customers in multiple countries. 

For example, while Japan is in the Confucian global cluster, it is still very culturally distant 

from the other members of that cluster. Therefore it may be prudent to set up an 
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independent office which only oversees the MNE’s activities in Japan. On the other hand 

the Anglo cluster is highly cohesive and as such it may be a good option to manage 

Australia, Canada, Ireland, New Zealand, the UK and the USA from a single location in 

instances where physical distance and time zones are not deemed too problematic. In 

regards to transaction cost economics, which is the theory that firms should internalize 

processes when the risks and uncertainties of operating and trading in the free market are 

too great (Hennart 1991), the clusters can be seen as networks which reduce uncertainty 

and opportunism (Ronen and Shenkar 2013, p. 891). 

An issue with this theory is that it provides no estimate as to how different the clusters are 

from one another. It has applicability for large MNEs due to them being able to optimize 

their localization/regionalization strategies. However, for smaller companies and even for 

large companies which are not yet present within a cluster, it is hard to gauge how big of a 

step they are taking.  

Another issue is that of the 10 papers studied, only three were global collaborations, while 

the other papers included one which was written by an Israeli author and one by a Swedish 

author, while the other 5 were from the USA and the UK. Most management and 

organization behavior theory originates from the Anglo cluster (Ronen and Shenkar 2013, 

p. 884). This may create a bias in the results, as the method in which the results are 

achieved, is based on the number of studies in which two countries appear in the same 

cluster. It is very unlikely that researchers from the Anglo cluster would accept results 

which showed that the Anglo cluster should be grouped with the Germanic, Latin 

European and Nordic clusters, as they are more aware of themselves and their differences 

towards other nations. On the other hand results which group China, South Korea and 

Japan in a single global cluster may seem more believable, as well as grouping all of 

Eastern Europe into a single global cluster. However, the more times a country is present 

and the more similar countries are present in the studies, the more likely it will be placed 

in a more secluded cluster. Jamaica, for instance is most likely placed with Malaysia and 

the other Far East cultures simply due to the lack of other Caribbean countries in the 

analyses. 

In sum, cultural clustering has its advantages in a higher validity due to the study 

strengthening itself by relying on 10 other studies as well as the jack-knifing analysis which 
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yielded no discernable differences. It does a good job at providing an overview, which may 

be especially useful for MNEs in regards to localization/regionalization, but it offers fewer 

specificities than cultural distance dimensions, and it may therefore be difficult to employ 

for companies making their first entry into new markets. The research may further have an 

Anglo bias, as the clusters would look much different if more countries were surveyed in 

the large empirical multi-country studies.  

3.1.4 Psychic distance vis-à-vis cultural distance 
While Ronen and Shenkar (2013) were critical towards cultural distance measures, they 

still applied the cultural clusterings, which were derived from the use of cultural distance 

dimensions, for example the GLOBE and Hofstede clusterings. In this section, psychic 

distance will be discussed, which is distinct from cultural distance (Sousa and Bradley 

2006, p. 51-53).  

The popularization of the term Psychic Distance originates from the Uppsala school of 

research (Håkanson and Ambos 2010, p. 196-197). Johanson and Vahlne (1977) had 

observed anomalies in the manner in which Swedish firms expanded, which was in 

contrast to contemporary theory. They saw that rather than carefully calculating costs and 

risks to market entry while taking into account their own resources, as contemporary 

research recommended, Swedish firms expanded in a more peculiar manner. They 

expanded very gradually through export before attempting to internalize processes in a 

market. They further observed that the firms initially expanded to more similar markets 

before progressing to more distant markets. The authors observed a “liability of 

foreignness”, which the firms could only gradually overcome (Johanson and Vahlne 1977; 

2009). This liability of foreignness would lessen gradually, as the firm learned to operate in 

the new environment, and as such it would allow firms to more easily manage their own 

operations in the new markets after time had passed and they had learned what they 

needed to. With the rise of global trade and the easier global communication, the pattern 

that they observed in 1977 no longer held true. They observed that some firms were born 

global, in that they immediately started trading with distant markets shortly after creation, 

or even setting up subsidiaries. The authors however argue that the theory still holds, as 

firms which expand shortly after creation may be the result of the employees/owners being 

members of an established network in the market, and as such their liability of 

outsidership or psychic distance to the given market is still small enough that they need 
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not go through the gradual internationalization process of slowly expanding to neighboring 

markets one by one (Johanson and Vahlne 2009).  

As can be seen, the Uppsala school of thought put psychic distance at the firm level. That 

is, the liability of outsiderness a firm experiences when entering a new market, or 

conversely the benefit of being an insider within a market. Brewer (2007) argues that 

psychic distance must be understood as the managers’ familiarity with markets, rather 

than their perceptions of differences between countries. Sousa and Bradley (2006) argue 

that psychic distance should not be seen from the country or the firm perspective, but from 

the individual perspective (Sousa and Bradley 2006, p. 52). They performed an analysis of 

301 Portuguese firms, and found a correlation, that on average, the greater the cultural 

distance using a KS-index, the greater is also the psychic distance. These measures are thus 

correlated. So while the terms cultural distance and psychic distance are conceptually 

different in that they look at the country level and individual level respectively, the 

aggregation of results in a survey yields similar results for psychic distance as for cultural 

distance. Psychic distance must be viewed at the individual level, as countries are merely 

aggregations of individuals. Therefore it is logical that when individual psychic distance 

scores are aggregated, cultural distance scores will be approximated.  

Håkanson and Ambos (2010) surveyed individuals from 25 of the world’s largest 

economies, and found that increased cultural distance via a KS-index increased the 

measured psychic distance, however, they found that this measure was not suitable on its 

own. They found that geographic distance was more than three times as important as 

cultural distance in explaining psychic distance, and that economic measures also play a 

large role. Psychic distance can thus be argued to be a product on cultural distance among 

other things when looking at the aggregate level.   

These two studies utilized a simple KS-index, however, which weaknesses have been 

highlighted in section 3.1.2. The results would undoubtedly have looked different if 

individual cultural distance dimensions had been applied, as this would have allowed for 

proper weightings of the dimensions. 

In terms of applicability, psychic distance is clearly superior to cultural distance when 

looking at the individual aspect, since it can consider many more factors which may be 

relevant, such as the individual manager’s experience in dealing with a specific country, 
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language proficiency and even the personality of the manager. This may also hold true 

partially at the firm level, as individual managers will be the company’s face towards 

individual markets, however, it will not give the company a unified “face”, and as such the 

psychic distance starting point will differ on a country to country basis for the company. 

Further, the psychic distance may shift erratically as managers leave the organization and 

new ones are appointed. Its complexity makes it difficult to accurately capture at the macro 

level since too many variables could affect the psychic distance. 

In sum, psychic distance differentiates itself from cultural distance, because it is much 

more detailed. It is therefore a much stronger tool for assessing individuals’ perceptions of 

distance, but its complexity makes it difficult to attain reliable measures at the macro level.  

3.1.5 Replacing cultural dimensions with objective data 
While many authors who argue for psychic distance are critical of cultural distance 

dimensions when used alone, they will often illustrate how psychic distance is a product of 

cultural distance, geographic distance, economic measures and several other variables, as 

can be interpreted from section 3.1.4. However, some even avoid using of cultural distance 

dimensions completely (Dow and Karunaratna 2006; Martin & Drogendijk 2014 p.106-

110). Rather than using cultural distance dimensions, these authors rely heavily on 

objective data. 

Dow and Karunaratna set up 46 variables to test their relative importance in explaining 

export volume. Their target was to be able to measure psychic distance, and to do that they 

tested which indicators were of significance for an objective measure of the concept. A wide 

range of independent variables were included, as a very broad spectrum of these could 

potentially explain the lucid concept of psychic distance; these variables include the 

relative distance of languages, differences in education levels; industrial development; 

political systems; religion; time zones, and whether the countries in question have previous 

colonial ties (Dow and Karunaratna 2006, p. 578-586).  They further included an original 

KS-index from Hofstede’s values, and each of the five Hofstede dimensions independently. 

They found the KS-index insignificant, while there was some support for the relevance of 

the Uncertainty Avoidance dimension from Hofstede’s work. The other surrogate variables 

for culture such as language, education and political systems however received stronger 

support than the Hofstede dimensions. They further found that geographic distance has a 
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larger impact than all the other factors combined (Dow and Karunaratna 2006, p. 591-

595). Ojala and Tyrväinen (2007) similarly found that approximately 70% of the choice of 

country in the software industry is explained by geographic distance and software market 

size alone. Geographic distance can therefore be seen as a vital component of research on 

distance when dealing with business. 

While Dow and Karunaratna laid the ground work for this method of approaching 

distance, Martin and Drogendijk (2014) followed with their own iteration. Rather than 

focusing on psychic distance, their aim was to make a measure for overall country distance; 

they see culture as only a part of a bigger whole when it comes to distance. To achieve this 

they divided country distance into three parts: Socioeconomic distance, physical distance, 

and cultural and historical distance (Martin and Drogendijk 2014, p. 106-111).  For these 

they found 25 variables, two of which explained geographic distance, 7 of which explained 

cultural distance, and the remaining 16 explaining socioeconomic distance. The variables 

were then compounded into first-order constructs. For cultural distance, they used three 

first-order constructs, namely language, religion and colonial ties. They used this alone as 

a proxy for cultural distance and dismissed using cultural distance dimensions from 

Hofstede or GLOBE, as these were not deemed objective in the same manner as the other 

data. According to their findings, socioeconomic factors and cultural distance make a 

bigger contribution in explaining export than physical distance does, which is in contrast 

to the findings highlighted in the previous paragraph, where geographic distance alone 

accounted for more than any other variable.  

While these forms of research are large undertakings and very thorough, they are very 

prone to errors due to both the computation of first-order variables, which may distort the 

results. Further, rejecting cultural distance dimensions outright because they are deemed 

less objective than distance between religions or distance between languages seems 

peculiar. It should be noted that Dow and Karunaratna are not against the Hofstede 

dimensions per se, but they felt that the academic community showed an overreliance on 

the KS-indexes as the sole measure for cultural distance. They felt that a more 

comprehensive model was needed (Dow and Karunaratna 2006, p. 591).  
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3.1.6 Assessment of the four approaches 
In this section, the four approaches will be compared and evaluated, so the purpose and 

applicability of each method can be assessed. They will further be reflected upon in 

respects to this specific thesis. 

The KS-index from 1988 was an interesting take on cultural distance, given the 

information available at the time, however, its rigidity, simple structure, and 

unsubstantiated assumptions regarding weightings has made it a frequent target of 

criticism. It is still a very popular measure, as illustrated by Dow and Karunaratna (2006, 

p. 591-595). They found that 68 out of 80 studies relied on a KS-index as their sole 

measure for cultural distance, despite its low explanatory power. It is worth noting that 

every other approach discussed in this paper has deemed KS-indexes obsolete, but only 

one study has rejected the use of GLOBE or Hofstede dimensions completely. This thesis 

will therefore not consider this specific cultural distance measure usable, however, the 

cultural distance dimensions still have a potential for contributing to the literature. 

While the KS-index is deemed unsuitable for cultural distance research, the three other 

methods each had their own merits; they will be highlighted in table 2. Their strengths and 

weaknesses will be assessed; as will their applicability in and lack thereof in terms of 

cultural distance research. 

Approach Strengths Weaknesses 

Cultural 

clustering 

 Being a meta-analysis of 10 

carefully selected studies gives 

validity to the results. 

 It provides an empirically 

derived cultural clustering of 

the world map, which can be 

expanded upon, as more studies 

of empirically derived clusters 

are published. 

 It allows MNEs to see where 

regional offices can be placed to 

oversee culturally similar 

 No measure of distance is 

presented; it is therefore not 

possible to gauge the relative 

differences of countries if they 

are not within the same global 

cluster. 

 Limited applicability for firms 

not already present within a 

cluster. 

 No values are given to test the 

results from this specific 

clustering proposal. It would 
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markets, and where local offices 

may be needed for a specific 

market. 

only be possible to do this for 

each of the 10 studies applied. 

 A Western bias exists, as more 

than half of the studies used 

were made by Western scholars, 

while only three were 

collaborations between multi-

cultural authors. This leads to a 

propensity to distinguish 

Western cultures carefully, 

while lumping together more 

distance cultures. 

Pyschic 

distance 

 Highlights the importance of 

individual managers’ distance 

towards a foreign market, 

rather than focusing on 

perceived cultural distances. 

 It is a more useful concept than 

cultural distance to the 

individual manager. In case of 

an impending expatriation 

assignment, looking at GLOBE 

or Hofstede data over cultural 

distance helps very little, while 

reflecting over your own 

personal psychic distance to a 

market can allow the person to 

better prepare. 

 The concept is too complex to 

be applied on a large scale. It 

will eventually emulate cultural 

distance when more scores are 

aggregated. 

 Little consensus exists on what 

psychic distance specifically is. 

This thesis relies on the Sousa 

and Bradley (2006) definition 

of psychic distance being an 

individual trait, rather than the 

Uppsala definition of it being a 

firm trait (Johnson and Vahlne 

2009). 

Cultural 

distance 

using 

objective 

 A wider set of variables are 

employed. These variables can 

be expanded upon to measure 

country distance rather than 

 Complex. 46 variables were 

used by Dow and Karunaratna 

(2006), while 25 were used by 

Martin and Drogendijk (2014). 
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data only cultural distance. 

 They avoid the limitations of 

cultural distance dimensions. 

 Strong explanatory power of the 

statistical models presented. 

 Error prone due to the sheer 

amount of variables and the 

problems associated with 

computing first-order 

constructs. 

 Impractical in its application 

for practitioners. Calculating 

relative distance of languages 

and religions is a daunting task 

compared to looking up cultural 

distance dimensions. 

 Questionable whether distance 

of language, religion and 

democracy yield more objective 

scores than cultural distance 

dimensions do.  

Table 2: An overview of the strengths and weaknesses of cultural clustering, psychic distance, and 
measuring cultural distance with only objective measures. 

 

Cultural clustering and psychic distance serve different purposes than cultural distance 

dimensions. Cultural clustering has its strength in its global overview for MNEs, while 

psychic distance has its strengths at the individual level. Cultural distance dimensions and 

calculating distance with objective measures serve a very similar purpose. Were it simpler 

to calculate using objective measures, and if it was less prone to errors, there would be a 

case for cutting the losses and moving beyond GLOBE’s and Hofstede’s dimensions. 

However, the GLOBE dimensions in particular are underrepresented in the literature. The 

studies which employed cultural distance dimensions all did so with Hofstede’s 

dimensions, while the only use of GLOBE’s dimensions was to create a KS-index. The 

potential benefits of being able to reliably apply cultural distance dimensions for 

researchers and practitioners alike are great, as it is the much simpler of the two 

alternatives. This section will therefore conclude, that while there is a strong alternative, it 

is too early to dismiss the relevance of the large surveys undertaken by GLOBE and 

Hofstede.  
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3.2 Cultural distance dimensions 
In this sub-chapter the cultural distance dimensions will be discussed. First GLOBE will be 

compared to Hofstede as to their applicability as cultural distance dimensions. Secondly 

the GLOBE dimensions will be explained as to provide the reader with an understanding of 

what GLOBE specifically is. Thirdly, criticisms specifically aimed at GLOBE will be 

assessed.  

3.2.1 GLOBE or Hofstede? 
To put it very brief; GLOBE because it has not been done yet. While there are some other 

alternatives, none reach the magnitude of data collection that GLOBE and Hofstede have 

achieved. 

Other than novelty, GLOBE’s dimensions have several advantages over Hofstede’s. First, 

they distinguish between practices and values by phrasing the questionnaire in a variation 

of as is and should be respectively for each dimension (House et al., p. 29-30). This adds a 

whole second perspective on each dimension, which has so far been largely overlooked in 

the literature, as the only debate over the values dimension has been their negative 

correlation with practices (Tung and Verbeke 2010, p. 1260).  

Second, they offer 9 dimensions versus Hofstede’s 5 dimensions. Hofstede’s 

masculinity/femininity dimension can roughly be compared to the 2 GLOBE dimensions of 

Assertiveness and Humane Orientation. The premise for this, is that a culture can 

simultaneously be assertive, but also focused on more empathetic and caring values, which 

the Hofstede scale did not allow for. Individualism/Collectivism has also been split into 

two dimensions in GLOBE’s study, namely Institutional Collectivism and In-Group 

Collectivism. Power Distance, Uncertainty Avoidance and Future Orientation largely 

reflect their Hofstede counterpart, while Gender Egalitarianism and Performance 

Orientation are new dimensions in the GLOBE study (Peterson 2004). While more is not 

necessarily better, the addition of extra dimensions, and especially the division of single 

dimensions into more dimensions, allows for more detailed analyses on the contribution of 

each dimension to an empirical study.  

Third, Hofstede’s data is much older, as it was collected between 1967 and 1973, and the 

data was exclusively collected from an IBM database and re-analyzed (Hofstede 2006, p. 

883-884). While the conclusion was reached that culture is slow to change in section 3.1.2, 



Page 26 of 87 
 

newer data will always be a positive feature. Exclusively gathering data from one company 

could be problematic for the results due to the impact of organizational culture on the 

answers given. 

There have been disputes regarding both GLOBE’s and Hofstede’s dimensions and their 

choice of labels. Brewer and Venaik (2011, p. 438-440), for instance, found that Hofstede 

and GLOBE’s version of individualism-collectivism differed greatly based on the original 

questionnaires which were used to carry out the research. They propose that Hofstede’s 

dimension be renamed Self-orientation versus Work-orientation, while GLOBE’s In-group 

collectivism dimension should be renamed Family collectivism. They argue for the need 

another large-scale, multi-country empirical study similar to the GLOBE and Hofstede 

studies to provide validation for the more contentious parts of the two studies. Such details 

are important to keep in mind when analyzing the data to understand what the data is 

actually saying, but contentious labels will never be a serious detriment to employing the 

dimensions. 

3.2.2 GLOBE 
The project GLOBE was an ongoing research effort from 1993-2004, where 17,000 

questionnaires were collected from managers in 951 organizations in 62 societies across 

the world. It was inspired by Hofstede’s work on cultural dimensions in the 1980’s, and set 

out to improve upon it with more recent and diverse data, which was collected from 

multiple organizations (House et al., p. 3-13). 

Practices Values 

Assertiveness Assertiveness 

Future Orientation Future Orientation 

Gender Egalitarianism Gender Egalitarianism 

Institutional Collectivism Institutional Collectivism 

In-Group Collectivism In-Group Collectivism 

Humane Orientation Humane Orientation 

Performance Orientation Performance Orientation 

Power Distance Power Distance 

Uncertainty Avoidance Uncertainty Avoidance 

Table 3: Overview of the nine dimensions adapted from House et al. (2004, p. 31). 
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Table 3 highlights the dimensions of the GLOBE research, which are the most relevant 

aspects to take from their study from a cultural distance perspective. The grey tinted cells 

under practices represent those which are used in all empirical studies so far, while the 

white cells under values have so far only been used to discuss internal correlations between 

the two sets of dimensions. The values and practices have also not been tested against 

empirical data together, where they could be contrasted, so that the home country scores 

would be derived from practices and the host country scores would be derived from values 

or vice versa. 

Below in table 4, each of the dimensions and its scores will be explained, and Denmark’s 

ranking relative to the mean will be highlighted. 

Dimension Danish 

Practice 

scores 

GLOBE 

mean 

Practice 

scores 

Danish 

Practice 

scores 

relative 

to mean 

Danish 

Value 

scores 

GLOBE 

mean 

Value 

scores 

Danish 

Values 

scores 

relative 

to mean 

Assertiveness 4.04 4.14 (0.10) 3.59 3.82 (0.23) 

Future Orientation 4.59 3.85 0.74 4.49 5.49 (1.00) 

Gender Egalitarianism 4.02 3.37 0.65 5.20 4.51 0.69 

Institutional Collectivism 4.93 4.25 0.68 4.41 4.73 (0.32) 

In-Group Collectivism 3.63 5.13 (1.50) 5.71 5.66 0.05 

Humane Orientation 4.67 4.09 0.58 5.59 5.42 0.17 

Performance Orientation 4.40 4.10 0.30 5.82 5.94 (0.12) 

Power Distance 4.14 5.17 (1.03) 2.96 2.75 0.21 

Uncertainty Avoidance 5.32 4.16 1.16 4.01 4.62 (0.61) 

Table 4: The Danish scores for values and practices on the 9 dimensions, the mean scores for the entire 
GLOBE study on each dimensions, and the Danish scores relative to the mean (House et al. 2004, p. 31; 742-
745). Negative scores are in brackets to give a better visual overview. 

 

Assertiveness is a score based on how assertive and tough the cultures perceive themselves 

to be, with more tender cultures scoring lower, and tougher countries scoring higher 

(House et al. 2004, p. 406-408). Danes are on average slightly tenderer than the average, 
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while they should be encouraged to be even tenderer, as can be seen in the two comparison 

columns in table 4. 

Future Orientation is scored based on whether individuals plan for the future or whether 

they prioritize solving problems as they come and accepting the status quo. The more 

individuals plan for the future, the higher Future Orientation score (House et al. 2004, p. 

301-303). Danes plan much more than the mean for the future, and they are relatively 

content with this level, as it is almost the same score for values as practices. However, 

other cultures aspire to plan much more, making the Danish values score lower than the 

average. 

Gender Egalitarianism is scored based on whether men are more encouraged to attend 

higher education and pursue professional development activities, and whether men are 

more likely to hold a position in high office. The less likely men are to attend things at the 

expense of women, the higher the score for Gender Egalitarianism (House et al. 2004, p. 

360-362). Danes score higher than the mean on Gender Egalitarianism, but they aspire to 

score much higher than they are currently.  

Institutional Collectivism is scored based on both societal and organizational measures. On 

the societal level, it asks whether leaders encourage group loyalty over individual gains and 

whether the economic system maximizes individual or collective interests. On the 

organizational level, the survey asks whether managers encourage group loyalty over 

individual gains and whether pay and bonus systems are set up to maximize individual or 

collective gains. Cultures which have collective payment systems, collective economic 

systems and where leaders and managers encourage group loyalty, score high on the 

collectivism scale (House et al. 2004, p. 463-466). Danes are on average significantly more 

institutionally collective than the mean, but they do not aspire to be this collective. 

In-Group Collectivism is scored based on private life and organizational life. In regards to 

private life, the respondents are asked whether they take pride in the accomplishments of 

their children and parents. On the organizational level, it is asked whether managers take 

pride in the accomplishments of their individual group members and whether group 

members take pride in accomplishments of their individual group. The more pride is taken 

in the accomplishments, the higher the In-Group Collectivism score, but the higher the 

pride taken in individual achievements at the organizational level, the lower the In-Group 



Page 29 of 87 
 

Collectivism score (House et al. 2004, p. 463-466). Danes on average take much less pride 

in their relatives’ accomplishments, and put a much greater emphasis on individual 

achievements at work than the mean. They feel that Danes should care much more about 

relatives’ achievements and less about their individual achievements at work. 

Humane Orientation is scored based on to what extent individuals are concerned about 

others and are sensitive toward others. The cultures which are more concerned and 

sensitive score higher on Humane Orientation (House et al. 2004, p. 571-573). Danes score 

higher on sensitivity and concern for others, but they aspire to score even higher. 

Performance Orientation is scored based on whether students and employees are 

encouraged to strive for continuously improved performance, and whether employees and 

teen-aged students should be encouraged to strive for continuously improved 

performance. Those cultures striving for continuously improved performance score higher 

on Performance Orientation (House et al. 2004, p. 246-248). Denmark scores slightly 

above the mean, but is encouraged to strive for much more, similarly to the other cultures’ 

aspirations. 

Power Distance is scored based on whether followers and subordinates are expected to 

obey leadership or question leaders. In society, Power Distance differs based on whether 

power is concentrated at the top or shared throughout society, while at organizations 

Power Distance differs based on whether one attains influence from ones contribution or 

from ones position in the hierarchy. Societies where obeying leadership is important, 

where power is concentrated at the top, and where one attains influence from hierarchical 

position are characterized by a high score in Power Distance (House et al. 2004, p. 537-

538). Danes score much lower on Power Distance than the mean, and feel their society 

should aspire for an even lower level. 

Uncertainty Avoidance is scored based on the degree of orderliness and consistency in 

society and organizations, and whether societal and work requirements are clearly spelled 

out to the citizens. More orderly countries score higher on Uncertainty Avoidance (House 

et al. 2004, p. 618-620). Danes score much higher than the mean on Uncertainty 

Avoidance, but they strive for less order and more room for innovation. 
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3.2.3 Criticisms of GLOBE 
In this section, only criticisms specifically aimed at the project GLOBE will be assessed, as 

section 3.1.2 already discussed several criticisms regarding cultural distance dimensions in 

general. 

One problem with the GLOBE dimensions is that they are not standardized. For instance, 

on a scale from 1-100 for easier readability. The minimum practice score for power 

distance is 3.89, while the maximum practice score for Gender Egalitarianism is 4.08. This 

makes any inter-dimension comparisons impossible, as variables differ so much due to 

some questions almost universally being answered with either a high or a low score, as an 

example, few would answer that the individuals should not care about the 

accomplishments of their children or parents. The discrepancies are even greater on the 

value scores, where the maximum Power Distance score is 3.65, and the minimum In-

Group Collectivism score is 4.94. 

Peterson (2004) found that the manner in which the GLOBE questionnaire was carried 

out, led to GLOBE’s “values” representing the middle managers’ personal values, while 

“practices” could be seen as perceived societal values. To illustrate this he put forth the 

following example: 

“For example, the question “In this society, parents take pride in the 

individual accomplishments of their children” is an in-group collectivism item 

(reverse scored) about “practices”, whereas “In this society, parents should 

take pride in the individual accomplishments of their children” is an in-group 

collectivism item (reverse scored) about “values” (Peterson 2004, p. 643).” 

As discussed in section 3.2.1, while things like this must be kept in mind, it does not break 

the dimensions statistical applicability. It is merely something which should be understood 

when analyzing the results. 

Several of the GLOBE dimensions are negatively correlated when comparing values to 

practices. A possible explanation for this is that when answering the questions regarding 

values, individuals took the current practices as their base, and shaped their answers 

according to that. Thus the answers to the values questions diverged from the practices 

questions (Brewer and Venaik 2010). 
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3.3 Hypotheses 
Following the review of relevant literature, it is possible to posit the following four 

hypotheses: 

H1: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE practices of the two countries. 

The first hypothesis is similar in nature to the research carried out by Barkema and 

Vermeulen (1997), and Dow and Karunaratna (2006), which found support for the impact 

of Hofstede’s Uncertainty Avoidance on trade and survival of international joint ventures, 

as well as international joint venture survival being affected by Long-Term Orientation and 

slightly by Masculinity/Femininity. 

H2: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE values of the two countries. 

The second hypothesis specifically looks at the impact of similarity and dissimilarity in 

cultural values between the two countries in question. The rationale for this is that maybe 

it is more important for two groups of people to share common values on how things 

ideally should be done than it is to share the same practices. 

H3: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE practices of Denmark and the 

GLOBE values of the host country. 

The rationale here being that if the host country employees or buyers wish things were 

done similarly to how they are actually done in Denmark, there will be a good fit between 

the cultures in question. 

H4: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE values of Denmark and the 

GLOBE practices of the host country. 

This hypothesis is similar to H3, except it is reversed. If how things are actually done in the 

export or FDI target market fit with the Danish values for how things should be done, we 

can expect a good fit between the cultures. 
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3.4 Conclusion of the literature review 
The literature review has highlighted four approaches to cultural distance. Based on the 

heavy criticisms, KS-indexes were deemed superfluous, as the cultural distance dimensions 

do their jobs better and make much fewer assumptions. Cultural clustering was highlighted 

as a strong tool for MNEs seeking to organize their regional headquarters. Psychic distance 

must be seen as the default perspective from the individual’s perspective rather than 

cultural distance, as it is much more important to ask how distant an individual feels from 

a culture rather than how different the cultures seem in general. Cultural distance using 

only objective measures has a strong explanatory power, but it is very complex and prone 

to errors. The reliability is thus not yet at a level that would be required. Finally, cultural 

distance dimensions cannot yet be written off, which is why this thesis will focus on these; 

the project GLOBE more specifically. Many arguments can be made for using GLOBE over 

Hofstede, as it is newer, it has more dimensions, it has practices and values and it is 

gathered from multiple organizations. Ultimately the most important advantage is that 

assessing the explanatory power of the GLOBE practices and values in relation to each 

other is novel. The values’ explanatory power and the explanatory power of the difference 

between values and practices have not yet been tested. Thus there is a purpose to this 

research. This thesis will set out to test four hypotheses to gain insights into these 

unknown relationships. 

4. Methodology 
In this section, the methodology for the thesis will be outlined. Firstly, the aims and 

objectives of the research will be highlighted. Secondly the philosophy of science and its 

consequences will be presented. Third, the research design will be explained, and varying 

approaches will be outlined. Fourth, the validity and reliability of the methodology will be 

assessed. 

4.1 Aims and objectives of the research 
The aim of this thesis is not to create a cultural distance measure, but rather to look at 

cultural distance dimensions from a new angle. Barkema and Vermeulen (1997, p. 854-

860) found that out of the Hofstede dimensions, only Uncertainty Avoidance and Long-

Term Orientation significantly and negatively impacted the survival of international joint 

ventures. The impact of Masculinity/Femininity was also significant, but miniscule. Dow 

and Karunaratna (2006, p. 591-595) only found significant support for Uncertainty 
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Avoidance being a predictor of international trade intensity of a country. In a similar vein 

this thesis will explore the explanatory power of the values and practices dimensions from 

the GLOBE research (House et al. 2004). In doing so, it will fill a void, as research on the 

GLOBE values are missing in the literature, and literature on the GLOBE practices is 

sparse and usually limited to iterations of the KS-index.  

4.2 Philosophy of Science 
This sub-chapter will lay out the details for the philosophy of science behind the thesis.  

The methodology, research, analysis and conclusion will invariably be affected by the 

research paradigm under which it was written. Thomas Kuhn, who coined the term 

“research paradigm”, has used it in 21 different ways. There is therefore no clear definition, 

but for the purpose of this thesis, research paradigm will be defined as follows: 

“A basic set of beliefs that guides action, whether of the everyday garden 

variety or action taken in connection with a disciplined inquiry (Guba 1990, p. 

17).” 

For this thesis, the relevant paradigms are the ones connected to a disciplined inquiry. 

These include positivism, post-positivism, critical theory and constructivism. These four 

paradigms differ greatly in their perception on the ontological, epistemological and 

methodological level. Table 5 will provide a basic overview of the relationship between the 

different levels and the paradigms: 

 Positivism 

 

Post-positivism Critical theory Constructivism 

Ontological Realistic Limited realism Historical 

realism 

Realism 

Epistemological Objective Modified 

objective 

Modified 

subjective 

Subjective 

Methodological Experimental/ 

manipulating 

Modified 

experimental/ 

manipulating 

Dialectic Hermeneutist/ 

complex 

Table 5: An overview of research paradigms and their implications on the ontological, epistemological and 
methodological levels (Adapted from Guba 1990, p. 17-27). 
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The ontological level refers to the nature of the nature of reality or what is knowable, the 

epistemological level refers to the relationship between the inquirer and the knowable, 

while the methodological level refers to how the inquirer should go about finding 

knowledge (Guba 1990, p. 17-19). It is therefore crucial to assess which paradigm the 

research is carried out under, as it may have strong implications for the outcome, as the 

paradigm not only influences the research, but may also bias the outcomes of it. 

This paper will follow the post-positivist paradigm. Post-positivism is closely related to 

positivism, but it makes many concessions compared to positivism, and it highlights 

inherent imperfections in research on social sciences (Guba 1990, p.20-21). The following 

sections will elaborate on what the ontological, epistemological and methodological levels 

mean when using a post-positivist perspective and what their implications are for the 

research. 

4.2.1 The ontological level 
The ontological level refers to the researcher’s understanding of what reality is. From a 

post-positivist paradigm, reality is driven by real natural causes, but it is impossible for 

humans to truly perceive it. Humans will never truly be able to understand the interaction 

of millions of atoms, which shape every action on earth, but that does not mean that there 

is no absolute truth. However, because of this imperfection in our perception and 

comprehension, researchers must be very careful and critical about their work (Guba 1990, 

p. 20; 23). 

For this thesis, this means that there is one truth on culture’s effects on inter-cultural 

business relations, but we will never be able to find that truth. Even if the researcher 

follows a single cultural group for a lifetime, the data gathered will not truly capture all the 

factors which distinguish them as a group. Even if all non-cultural effects on business 

relations between two countries were adjusted for perfectly, a statistical analysis would still 

not be the ultimate truth, as it would without a doubt have flaws. All post-positivist 

research can do is to strive as close to the ideal as possible.  

4.2.2 The epistemological level 
The interaction between the inquirer and the nature of reality is addressed on the 

epistemological level. Researchers following the post-positivist paradigm try to remain 

objective, as to not influence the results. However, researchers must also accept that in 
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reality this is not possible. The researcher selects the literature to be reviewed, the 

researcher selects the theory to be tested and the research sets up the research design. In 

all of these steps, biases or subjective judgments may affect the outcome. A researcher 

should thus strive to come clean about any predispositions, so that the critical reader can 

judge the validity of the results with more information (Guba 1990, p. 20-21; 23). 

In this thesis, care has been done to include a several prominent approaches to cultural 

distance in the literature review. These have been assessed as objectively as possible when 

assigning the appropriate use of each method. A degree of subjectivity has been exercised 

when electing to use cultural distance dimensions based on the GLOBE data rather than 

relying purely on objective data or using the Hofstede dimensions. This decision was due 

to a perceived gap in the literature in regards to addressing especially the values portion of 

the GLOBE dimensions, as was argued in section in section 3.1.6, and because of several 

advantages from using GLOBE data over Hofstede as discussed in section 3.2.1. Similarly, 

the author of this thesis has a predisposition for numbers rather than words in cultural 

distance research, as numbers allow the reader for a more immediate and objective 

interpretation, while arguing using only words will yield very different results depending 

on who is doing the research. 

4.2.3 The methodological level 
The methodological level refers to how the researcher carries out the research based on the 

predispositions presented on the ontological and epistemological levels. In the post-

positivist paradigm, it is argued that the human sensory mechanisms cannot be relied 

upon, which is why research is carried out based on as much data as possible to get as 

objective results as possible (Guba 1990, p. 21-23). 

There are four imbalances that the post-positivist researcher must face on the 

methodological level (Guba 1990, p. 21-23). These are: 

1) Rigor versus relevance portrays the counterbalance between making the research as 

accurate as possible versus making it as generalizable as possible. For this thesis, a 

slightly higher emphasis has been put on rigor, as the research has been limited to 

focus on Denmark, as it is argued that results obtained from research on cultural 

distance dimensions must be considered unidirectional, as explained in section 
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3.1.2. Relevance will be gained however by looking at macro level data rather than a 

more rigorous study of a specific industry.  

2) Precision versus richness refers to the choice of focusing on quantitative methods 

versus including more qualitative methods to enrich the study. This thesis will focus 

exclusively on the precision aspect by employing quantitative methods. 

3) Elegance versus applicability refers to whether the researcher tests applies the 

theory in its original state or whether alterations are made to fit the specific 

research project. The cultural distance dimensions in this research remain in their 

original state, however, they will be applied in a new way. This thesis can therefore 

be argued to be in the middle of these two imbalances. 

4) Discovery versus verification refers to whether the research sets out to discover new 

hypotheses or to verify or falsify existing theories. The research in this paper will 

contain some discovery, as this particular approach has not been employed before, 

but it will mostly set out to verify or falsify the applicability of the GLOBE 

dimensions in regards to cultural distance. 

In sum, a post-positivist paradigm dictates that the inquiry be as objective as possible to 

come as close as possible to uncovering the true nature of reality. In doing so, much data 

must be presented to limit the impact of imperfect judgment, while making trade-offs for 

relevance and richness in exchange for rigor and precision. 

4.3 Research design 
For the purpose of this research, Denmark will be used as the home country, and it will be 

compared to all countries which were surveyed in the GLOBE (House et al. 2004) study, 

except for those which do not have suitable macro level data available. This sub-chapter 

will be structured as follows: first, the different types of investigations will be assessed, 

then the unit of investigation will be specified, followed by a discussion of research 

methods and finally an assessment of the validity and reliability of the research design. 

4.3.1 Type of investigation 
Research design can be classified as exploratory or conclusive research, where conclusive 

research can further be divided into causal and descriptive research (Malhotra and Birks 

2007, p. 68-72). Table 6 will provide an overview of the differences between exploratory 

and conclusive research: 
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 Exploratory Conclusive 

Objectives 

 To provide insights and 

understanding of the nature 

of phenomena 

 To understand 

 To test specific hypotheses 

and examine relationships 

 To measure 

Characteristics 

 Information needed may be 

loosely defined 

 Research process is flexible, 

unstructured and may evolve 

 Samples are small 

 Data analysis can be 

qualitative or quantitative 

 Information needed is clearly 

defined 

 Research process is formal 

and structured 

 Sample is large and aims to 

be representative 

 Data analysis is always 

quantitative 

Findings or Results 

 Can be used in their own 

right 

 May feed into conclusive 

research 

 May illuminate specific 

conclusive findings 

 Can be used in their own 
right 

 May feed into exploratory 
research 

 May set a context for 
exploratory findings 

Methods 

 Expert surveys 

 Pilot surveys 

 Secondary data 

 Qualitative interviews 

 Unstructured observations 

 Quantitative exploratory 

multivariate methods 

 Surveys 

 Secondary data 

 Databases 

 Panels 

 Structured observations 

 Experiments 

Table 6: An overview of the differences between exploratory and conclusive research designs (cited from 
Malhotra and Birks 2007, p. 70). 

 

This research design will be mostly conclusive in its nature, and more specifically it will 

test for causal relationships between the independent variable and the dependent variable. 

The objective is to measure four specific hypotheses, it will be characterized by formal 

research, the use of a large sample size and quantitative data analysis. The methods for 

data acquisition will be through secondary data and databases.  

4.3.2 Unit of investigation 
The unit of investigation refers to what the thesis will investigate. In this case it is the 

relationship between international trade and investment from the home country, 
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Denmark, to foreign host countries and their relative differences on cultural distance 

dimensions. 

4.3.3 Research method 
Two types of research methods were identified for data gathering and analysis. These are 

the qualitative methods and the quantitative methods. They differ greatly in terms of 

purpose, process, data collection, analysis and presentation of results (Leedy and Ormrod 

2010, p. 93-97). Table 7 will illustrate these differences: 

Question Quantitative Qualitative 

What is the purpose of the 

research? 

 To explain and predict 

 To confirm and validate 

 To test theory 

 To describe and explain 

 To explore and interpret 

 To build theory 

What is the nature of the 

research? 
 Focused 

 Known variables 

 Established guidelines 

 Predetermined methods 

 Somewhat context-free 

 Detached view 

 Holistic 

 Unknown variables 

 Flexible guidelines 

 Emergent methods 

 Context-bound 

 Personal view 

What are the data like, and 

how are they collected? 
 Numeric data 

 Representative, large 

sample 

 Standardized 

instruments 

 Textual and/or image-

based data 

 Informative small 

sample 

 Loosely structured 

nonstandardized 

observations and 

interviews 

How are data analyzed to 

determine their meaning? 
 Statistical analysis 

 Stress on objectivity 

 Deductive reasoning 

 Search for themes and 

categories 

 Acknowledgment that 

analysis is subjective and 

potentially biased 

 Inductive reasoning 

How are the findings 

communicated? 

 Numbers 

 Statistics, aggregated 

data 

 Formal voice, scientific 

style 

 Words 

 Narratives, individual 

quotes 

 Personal voice, literary 

style 

Table 7: Distinguishing characteristics of quantitative and qualitative approaches (cited from Leedy and 
Ormrod 2010, p. 96). 
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Already in the purpose it is clear that this thesis must employ quantitative research 

methods to confirm or reject the hypotheses. On the other hand, this thesis does not look 

to explore and interpret theories or to build new theories, therefore qualitative methods 

will not be employed.  

It becomes clear, that when employing quantitative methods, the variables must be known 

beforehand, the methods must be predetermined and the research must follow established 

guidelines. Further, the data gathered must be numeric and the sample must be 

representative. The data must be analyzed using statistical analyses with a stress on 

objectivity and deductive reasoning. Finally, the data is communicated through statistics 

and the interpretation is to be formal. 

Therefore the next sections will discuss variables, data collection, data analysis, data 

presentation and limitations. 

4.3.3.1 Variables 

In the following section, the dependent variable, the independent variables as well as the 

control variables will be clearly specified and arguments will be laid out as to why these 

specific variables are chosen. 

The dependent variable is the variable which we expect will be affected by other input 

(Leedy and Ormrod 2010, p. 224-225). In this thesis, the independent variable will consist 

of macro level data; namely export and outward foreign direct investment (FDI) from 

Denmark to the host countries. This is due to the fact that looking at each of these on its 

own would be insufficient as they do not exist in a vacuum. It is argued that an increase in 

cultural distance might lead to an increase in exports, since companies may find it difficult 

to manage in these culturally distant host countries and thus would rely on exports rather 

than FDI (Tung and Verbeke 2010). While Dow and Karunaratna (2006, p. 582) used 

international trade intensity as the dependent variable, for this thesis, the dependent 

variable will be the sum of exports and FDI from Denmark to the host countries. The 

macro level data is chosen due to its reliability, objectivity and accessibility from major 

statistics databases. The drawbacks of using aggregated macro level data are that 

individual nuances such as industry sectors, corporate culture, and strategic motive will be 

lost. However, the pros of the larger data sample outweigh the cons for the purpose of this 

paper, as the aim is to test the impact of individual cultural distance dimensions when 
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values and practices get contrasted. Macro level data further suffers less from the critical 

assumptions regarding cultural distance discussed at length in section 3.1.2.  

The independent variables are those which are expected to have a causal relationship with 

the dependent variable. It can be expected that a change in these variables will incur a 

change in the dependent variable (Leedy and Ormrod 2010, p. 224-225). The independent 

variables for this thesis will consist of the cultural dimensions discussed in section 3.2.2. In 

previous studies, KS-indexes have been developed as a surrogate for these cultural 

dimensions (Dow and Karunaratna 2006, p. 591-595; Tung and Verbeke 2010). An 

explanation for this was provided by Stephan and Uhlaner (2010, p. 1350-1351), as they 

argue that multicollinearity is a severe problem when dealing with the GLOBE dimensions. 

They therefore chose to create two KS-indexes from the GLOBE dimensions rather than 

the usual single aggregate KS-index which is often applied in international business and 

management research. Multicollinearity is a problem for research like this, as it distorts 

the results. The overall statistical validity of the impact of the variables on the dependent 

variable will not suffer, but how much each independent variable contributes to the impact 

will suffer greatly. This is because multicollinearity means that the independent variables 

are correlated. That is, they generally move in the same direction. As an example, if two 

countries are score high on practices for Uncertainty Avoidance, they will most likely also 

score high on practices for Future Orientation. This means that when concluding, it is not 

possible to know if the dependent value increased because of Uncertainty Avoidance, or if 

it was because of Future Orientation. There is, however, a way to circumvent the issues 

with multicollinearity. In this research the dimensions will be kept pure, but the analysis 

will be performed as a stepwise backwards regression (Keller 2012, p. 713-715). The 

advantages and disadvantages of this approach will be further discussed in section 4.3.3.3. 

Therefore, the independent variables will be the difference between the Danish GLOBE 

scores and the host country GLOBE scores, as an example, we will take the Danish score 

for Assertiveness on the practices scale, and subtract the Albanian score for Assertiveness 

on the practices scale. This process is to be repeated for each country and each for each 

cultural dimension. This will result in nine independent variables. Further, one analysis 

will be made per hypothesis, therefore the nine independent variables will exist in four 

variations. The first set of independent variables will be Danish practices minus host 

country practices (P-P), the second set of independent variables will be Danish values 
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minus host country values (V-V), the third set of independent variables will be Danish 

practices minus host country values (P-V), and the fourth set of independent variables will 

be Danish values minus host country practices (V-P). All of these variables will be in terms 

of absolutes, as we are only interested in the difference between Denmark and the host 

countries. If variables were allowed to be negative, the inclusion of Denmark would be 

insignificant to the analysis, as P-P and V-P as well as V-V and P-V would yield identical 

results in a regression analysis.  

The independent variables will not be able to explain export fluctuations on their own, 

which is why control variables must be added (Leedy and Ormrod 2010, p. 225-228). 

Further, these control variables will remain a constant, while we test the four sets of 

independent variables, as this allows for comparison between the results. It has been 

argued that research on cultural distance should not include all variables that could 

possibly be considered, but rather that credible research designs should be set up (Tung 

and Verbeke 2010, p. 1271). Therefore, only two control variables will be included. Firstly, 

geographic distance must be included, it was found to be by far the most important 

distance concept by some (Dow and Karunaratna 2006; Håkanson and Ambos 2010), and 

a very important variable by others (Martin and Drogendijk 2014). There are many ways to 

measure geographic distance, one could measure border to border, capital to capital, 

center of country to center of country, flight time, sailing time, driving distance, and many 

more. While most of these could be used, we will employ the measure of capital to capital, 

as the capital is often located in an important area of the country. If we measured center to 

center, the distance from Denmark to Russia would be larger than that from Denmark to 

Qatar, which does not make sense. Measuring border to border would result in us 

measuring the distance to the poor Northern Brazil, rather than the more prosperous 

south-east, which is where more trade would be expected to occur. Flight time would be 

inaccurate, as direct flights do not depart from Denmark to every other country on the list, 

thus the distance to e.g. Namibia might be exaggerated. Similarly, it is not possible to drive 

everywhere. Capital to capital does have its issues, but they are believed to be negligible. 

Brasilia, the capital of Brazil is not on the more populous east coast, but in the middle of 

Brazil. However, it is much closer to Rio de Janeiro and Sao Paolo than the northern coast 

would be. For the USA, Washington D.C. is far from California, but close to many other 

populous states. Thus, using capital to capital for geographic distance from bird’s eye view 
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from Denmark to each host country will give the most accurate picture. Secondly, it is 

important to include an economic factor as the second control variable, as Denmark will 

naturally export more to larger countries than to smaller countries. In previous studies, a 

wide array of economic factors such as GDP, energy consumption, and number of cars per 

1,000 people were used (Dow and Karunaratna 2006, p. 588; Martin and Drogendijk 2014, 

p. 111).  This is because they were trying to predict the total psychic-, or country distance. 

In this thesis we are only interested in the specific impact of the independent variables, 

which is why we will take a single strong predictive factor for export, namely aggregate 

import. While predicting export by using import sounds strange since they are so closely 

related, there is a logic behind it. If export was not influenced by cultural distance, one 

could expect Denmark to have an equal proportional export to each country based on 

distance alone. Hence, any discrepancies can be expected to be explained partially by the 

cultural distance variables. Similarly, using GDP would not be as strong, as it is not as 

accurate a measure of how likely it is that the country will be an export destination. As an 

example, the USA imported 2,328$ billion in 2013 (ITC, 2015), while their total GDP was 

16,720$ billion in 2013 (CIA, 2015a). This means imports were equal to 13.9% of their 

GDP. This is then contrasted to Namibia, which imported for 7.6$ billion in 2013 (ITC, 

2015), and had a GDP of 12.3$ billion in 2013 (CIA, 2015b), which results in their imports 

being equal to 61.8% of their GDP. Clearly, GDP will perform inadequately in explaining 

the export potential of each country, when the ranges are this large. A large reason for 

including only two control variables is that more variables means more multicollinearity. 

As the aim of the thesis is to test the specific relationship between the independent and the 

dependent variable, it is vital to keep multicollinearity as low as possible without it 

resulting in an insignificant model. 

In sum, the dependent variable is the sum of export and FDI from Denmark to the host 

country. The independent variable is P-P, V-V, P-V, and V-P for each dimensions, and the 

control variables are geographic distance from Copenhagen to the host country capital in 

bird’s eye view, and aggregate import of the host country. 

4.3.3.2 Data collection 

The data required will be secondary data, available from House et al. (2004) and from 

online databases. The data on exports from Denmark to individual countries will be 

collected from Statistikbanken (2015), while the data on FDI will be collected from OECD 
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statistics database (2015). The data on geographic distance was manually extracted from 

FreeMapTools (2015) by inputting Copenhagen and the capital of each country in the 

GLOBE survey. Finally the data for aggregate import will be manually collected from the 

ITC (2015), which is a joint agency between the World Trade Organization and the United 

Nations. 

The data on export, FDI, and aggregate import will further be gathered and analyzed over 

11 years, from 2002-2012 with both years included, and averaged per year, to minimize the 

impacts of short term fluctuations in exports and FDI, such as the Muhammad crisis in 

early 2006, where Danish FDI and exports plummeted in the Middle East. Data for the 

aggregate imports of Zimbabwe in 2003, Nigeria in 2004 and 2005, Kuwait in 2005, and 

Venezuela in 2007 is missing. However, it can be safely assumed that the export for those 

years were approximately equal to the average of the preceding and succeeding years. 

Therefore, aggregate imports in Zimbabwe for 2003 will be assumed to be the average of 

the imports from 2002 and 2004. A similar method will be used for the other countries. 

Due to this thesis using average data over 11 years, this is not expected to present an issue, 

and it is a preferable solution over removing these four countries from the analysis. 

Out of the 56 countries surveyed by GLOBE, four have been omitted from the analysis. 

GLOBE divided South Africa into a white and black sample, Germany into a West and East 

sample, as well as the explicitly focused on English speaking Canadians. While this is 

helpful at the micro level for firms wishing to enter that specific market, it is not helpful at 

the macro level, as meaningful aggregations of the two South African and German samples 

cannot be made. (House et al. 2004, p. 12-13).  Data on export and FDI also does not 

distinguish between the South African, German, or Canadian groupings. These three 

countries will therefore be excluded from the analysis, as it is important to compare 

aggregate data to other aggregate data rather than to partial data. Similarly, due to data on 

export and FDI only being available for the UK as a whole, England will be omitted from 

the analysis, as the GLOBE study has not gathered information on cultural distance 

dimensions from Northern Ireland, Scotland and Wales.  

Even with the exclusion of these countries, 52 countries is still a large representative 

sample size out of the population of 193-210+ countries of the world, depending on how a 

country is defined. 
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Since the economic data comes from three separate sources, care was taken in estimating 

whether they measured in the same manner. Therefore, the data was compared using a 

third party source. OEC (2015) lists how high a percentage is imported from each country 

out of the total import. Sweden was used as a test country. It states that 8.4% of Sweden’s 

import comes from Denmark. The ITC (2015) reported a total Swedish import in 2012 of 

949,821 million DKK, and Statistikbanken (2015) reported that the Danish export to 

Sweden in 2012 was 77,328 million DKK, which equates to 8.14%. This discrepancy is due 

to the OEC (2015) reporting a Swedish import of approximately 893 billion. While this is 

not perfect, the numbers are within reasonable limits, and the data is therefore acceptable 

for the purpose of this thesis. 

4.3.3.3 Data analysis 

Four sets of independent variables means four sets on analyses must be performed. As 

there are multiple independent variables, and the desire is to test these variables against 

the dependent variable, these analyses must be multiple regression analyses (Keller 2012, 

p. 693-714). In order to reduce the multicollinearity discussed in section 4.3.3.1, a stepwise 

backwards regression analysis will be performed. This means that initially, all nine 

independent variables will be plotted into the regression analysis, after which they will be 

eliminated one by one until all the independent variables are significant, and 

multicollinearity is no longer deemed an issue (Keller 2012, p. 713-715). The order in which 

they are eliminated is crucial, as excluding one variable might make another variable 

statistically significant due to correlation. Therefore the independent variables will be 

excluded firstly based on significance. A 5% significance level will be employed, and the 

independent variable which is furthest above 5% will be excluded first. Once there are only 

significant variables left, other variables may be excluded based on multicollinearity. 

Multicollinearity will almost always be present in regression analyses, but a reduction will 

mean that the coefficient of the variable will be more pure, as less of the coefficient will be 

a result from interference from other variables.  

Multicollinearity will be tested by calculating a variance inflation factor (VIF).  VIF tells us 

how much the variance is inflated because of linear dependency among variables (Alllison, 

2012). The VIF for each variable can be calculated as 1/(1-R2). This can be rewritten to: 

𝑉𝐼𝐹𝑗 =  
𝑆𝑥𝑗

2  (𝑛 − 1)𝑆𝐸𝑏𝑗

2

𝑆2
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(Cited from ProfTDub 2010, 4m37s). 

Where Sxj is the standard deviation for the variable, n-1 is the degrees of freedom, SEbj is 

the standard error of the slope coefficient for the variable, and S2 is the mean square of the 

residual (ProfTDub 2010, 4m48s-5m14s). While this equation is more complex, the data 

will be more readily available in excel, and as the results are identical, this formula will be 

employed. A VIF above 2.5 may be harmful to the regression analysis itself, but for this 

thesis (Allison 2012), any VIF will decrease the reliability of the variables. The base VIF is 

1, meaning that there is no multicollinearity, while a VIF of 1.8 will indicate that the 

variance is 80% larger than if the variables were completely uncorrelated (Allison 2012). 

This reduces how much can be interpreted from the coefficient of each variable, which is 

why this thesis must keep multicollinearity low, and which is why most researchers employ 

some form of KS-index (Stephan and Uhlaner 2010, p. 1350-1351).  

To fully investigate the impact of which 

cultural distance dimensions are most 

significant, the stepwise backwards 

regression must be performed four times 

with different independent variables. 

These were identified in section 4.3.3.1. 

Firstly, the independent variable will be 

P-P. This is a similar approach as Sarala 

and Vaara (2010) employed, where they 

created a KS-index to test the effect of 

cultural differences on knowledge 

transfers in international acquisitions. 

They found that national cultural distance was positively associated with knowledge 

transfer (Sarala and Vaara 2010, p. 1378). In this thesis, however, a cultural distance 

measure will not be employed. Secondly, the independent variable will be V-V. Thirdly, the 

independent variable will be P-V. Finally, the independent variable will be V-P. See table 8 

for an overview. 

Regression 

analysis 

number: 

Danish 

GLOBE 

scores 

Host country 

GLOBE 

scores 

P-P Practices Practices 

V-V Values Values 

P-V Practices Values 

V-P Values Practices 

Table 8: Overview of regression analyses 
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4.3.3.4 Data presentation 

The data will be presented in the form of regression analyses. These will then be explained 

to specify what the results mean, which will be followed by a discussion. These regression 

analyses will be available on the enclosed CD in sheet P-P REG (2), V-V REG (2), P-V REG 

(2), V-P REG (2), P-P REG (3), V-V REG (3), P-V REG (3), and V-P REG (3), along with 

analysis of variances tables, descriptive statistics and residuals from the regression 

analyses. 

4.3.3.5 Limitations 

As mentioned in section 3.1.2 there will be limitations to the results due to the fact that 

data cannot be assumed to be symmetrical. The results obtained must be assumed to be 

unidirectional from Denmark to the host countries, and cannot be assumed to hold true 

when applied from the host country perspective towards Denmark. Further, cultures will 

be assumed to be shifting slowly over time (Ronen and Shenkar 2013, p. 890), and 

therefore the values published by GLOBE in 2004 will be assumed to still be applicable.  

Data was missing for Zimbabwe, Nigeria, Kuwait and Venezuela for individual years in 

terms of aggregate imports. It is therefore assumed that the aggregate import is equal to 

the average of the preceding year and the following year. If this is not the case, results will 

deviate slightly from reality, but not by much, as the data is averaged over 11 years. 

Data was collected from multiple different sources, this may result in slight deviations 

compared to if the data was collected from one source alone.  

4.3.4 Validity and reliability 
In this section, the validity and reliability of the research design will be assessed. Validity 

means how well the research is able to measure what it set out to measure (Leedy and 

Ormrod 2010, p 91-93). As the aim of the thesis is to measure the impact of each of the 

GLOBE cultural distance dimensions on export and FDI for Denmark, the results from the 

regression analysis are expected to be very valid. The only reduction in validity will come 

from multicollinearity, which will make the coefficients of each significant independent 

variable harder to interpret. 

Reliability refers to how likely it would be for the test to yield the same results if the test 

was performed by a different person based on the raw data (Leedy and Ormrod 2010, p. 

93). As the methodology for performing the test have been clearly laid out, the results 
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should be identical if the raw data was analyzed by a different person. Discretionary 

decisions regarding treatment of statistical outliers and whether the VIF is deemed to be 

too high may differ depending on who is performing the analysis. The reliability can 

therefore be said to be high. 

4.4 Concluding remarks on methodology 
The aim of this research will be to test the relationship between the independent variables, 

which are the differences between the Danish GLOBE scores and the host country GLOBE 

scores, against the dependent variable, which is the average export and FDI from Denmark 

to the host country per year from 2002-2012. The philosophy of science will follow the 

post-positivist paradigm, which presents a series of imbalances, where this thesis 

especially opts for rigor and precision over relevance and richness. The type of 

investigation will be of a conclusive and causal art rather than exploratory. Therefore, this 

thesis will rely exclusively on quantitative data. The variables will consist of export and FDI 

from Denmark to the host countries as the dependent variable; the differences between the 

Danish GLOBE scores and the host country GLOBE scores in absolute numbers, labelled 

P-P, V-V, P-V, and V-P respectively; the control variables will consist of geographic 

distance in bird’s eye view from Copenhagen to host country capital, and the average 

aggregate import for each of the host countries from 2002-2012. The data will be collected 

from House et al. (2004), Statistikbanken (2015), OECD (2015), ITC (2015), and 

FreeMapTools (2015). OEC (2015) was use to verify the values from ITC and 

Statistikbanken, where a small discrepancy was found, but it was insignificant. The data 

will be analyzed using a stepwise backwards regression as to reduce multicollinearity and 

to be able to test all of the cultural distance dimensions simultaneously. The VIF will be 

calculated to determine whether multicollinearity is a problem for the variables, where a 

cutoff of VIF≥2.5 will be employed, although any value above 1 will affect the 

interpretability of the results to some degree. The analysis will be presented and analyzed 

in chapter 5, the calculations will be available on the enclosed CD, and the findings will be 

discussed further in chapter 6. Finally, the validity will undoubtedly suffer from some 

degree of multicollinearity, but this is unavoidable. The reliability will be very high except 

if different individuals have different tolerance levels for outliers and VIF.  
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5. Results and analysis 
This chapter will contain the presentation of the results, the analysis of the data, and the 

rejection or acceptance of the hypotheses. Firstly, the analyses will be performed for P-P, 

V-V, P-V, and V-P separately in the following sub-chapters. Secondly, an overview will be 

presented, summarizing the results.  

There will be a total of 8 regression analyses in the following sub-chapters. The earlier 

regression analyses will be explained more thoroughly than each following regression 

analysis to avoid a large amount of repetition. 

In this chapter, abbreviations will be employed to make the data more presentable when 

explaining the order of the stepwise backwards elimination process and for the purpose of 

equations. The abbreviations are written in brackets, and are as follows: Assertiveness 

(AS), Future Orientation (FO), Gender Egalitarianism (GE), Institutional Collectivism 

(INST-C), In-Group Collectivism (IG-C), Humane Orientation (HO), Performance 

Orientation (PO), Power Distance (PD), and Uncertainty Avoidance (UA).  Similarly, 

Geographic distance in KM from Copenhagen to the host country capital (Distance), and 

Average aggregate import in million DKK from 2002-2012 (Import). 

5.1 P-P 
The statistical analysis for P-P can be found in the enclosed excel file on sheet P-P REG (2). 

The most relevant information from the analysis will be highlighted in the thesis itself.  

Order of 

elimination 

of variables 1 2 3 4 5 6 7 8 

Dimension HO FO PD AS INST-C PO GE UA 

P-Value 0.82 0.80 0.78 0.71 0.63 0.51 0.30 0.32 

Table 9: Order of elimination of independent variables in P-P regression analysis. Can be found in sheet P-P 
REG (2) in columns P-AE. 
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SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.6951 

    R Square 0.4832 
    Adjusted R Square 0.4509 
    Standard Error 9,120.1348 
    Observations 52 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 3 3,732,955,515 1,244,318,505 14.9599 0.0000 

Residual 48 3,992,489,216 83,176,859 
  Total 51 7,725,444,731       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept 23,536.2061 4,259.4241 5.5257 0.0000 
 CAPITAL TO CAPITAL IN 

KM -0.9283 0.2971 -3.1245 0.0030 1.0009 
IMPORT 2002-2012 IN 
MILLION DKK 0.0023 0.0008 2.9499 0.0049 1.0571 

In-Group Collectivism -8,876.4806 2,089.4195 -4.2483 0.0001 1.0562 

Table 10: Regression analysis for P-P. Taken from sheet P-P REG (2) on the excel file. 

 

In table 9, the order of elimination for P-P is presented. At a 5% significance level, the P-

value may not exceed 0.05 for it to be statistically significant, hence 8 dimensions were 

removed one by one from the regression analysis. It should be noted that in the order of 

elimination, Gender Egalitarianism was eliminated before Uncertainty Avoidance despite 

P-values of 0.30 and 0.32 respectively. This is due to the nature of the regression analysis 

and how the variables interact with each other. Every time one variable is eliminated, the 

P-value of all other variables change. This is the reason for performing this backwards 

elimination in incremental steps rather than removing all variables which have a P-value 

greater than 0.05 at once.  

In the summary output in table 10, we see the regression analysis for P-P. In the regression 

statistics, we observe that the Adjusted R Squared (henceforth referred to as “adj. R2”) is 

0.45. This means that 45% of the variation in the dependent variable is explained by the 

independent variables and the control variables (Keller 2012, p. 139). We use adj. R2 rather 
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than R Square because we have more than one X variable (Keller 2012, p. 698-699). In 

other words, adj. R2 shows how good the model is at predicting average export and FDI 

from Denmark to the host country from 2002-2012. In the ANOVA table, we observe a 

“Significance F” of 0.00. As long as this value is less than 0.05 the model as a whole is 

statistically significant. In the bottom of table 10, it can be observed that the three 

remaining variables are statistically significant, as their P-value is below 0.05. Out of the 

GLOBE P-P values, only In-Group Collectivism was statistically significant. There is some 

multicollinearity, as can be seen by the VIF value, for average aggregate import from 2002-

2012 and In-Group Collectivism, which means that the variance of the two variables is 

respectively 5.71% and 5.62% higher than if there was no multicollinearity. These are fairly 

low numbers, and will be assumed to be largely insignificant. As argued in section 4.3.3.3, 

it is very unlikely that variables will have no multicollinearity at all.  

As the model and the variables have been deemed significant, the coefficients can be 

assessed. Firstly, each kilometer between capitals is expected to reduce the average export 

and FDI by 928,300 DKK. Secondly, for every million DKK a country imports on average, 

Denmark is expected to export or directly invest 2.300 DKK more to the host country on 

average. Thirdly, and most importantly for this thesis: a difference of 1 on In-Group 

Collectivism practices score is expected to reduce the export and FDI by 8.87 billion DKK 

on average. 

As the coefficients have been determined, the following formula for expected average 

export and FDI from 2002-2012 in million DKK can be presented:  

Export and FDI = 23,536.20+Distance*-0.93+Import*0.0023+”IG-C”*-8,8876.48 

This allows an analysis of outliers, as the predicted value using the formula above can be 

compared to the actual observed value, which will yield the residual value. 
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Figure 3: In-Group Collectivism Residual Plot. Taken from the excel sheet P-P REG (2) 

In Figure 3, the residual value can be observed to be much different for one observation 

than for others. The diamond shape up in the top left area of the graph represents Sweden, 

which received 53.9 billion DKK more than the model predicted. The second largest 

residual resulted in 16.6 billion less than the model predicted for Switzerland. Clearly 

Sweden is an outlier, which has the effect of blurring the results. The regression will 

therefore be redone, but this time without including the Swedish data. The statistical 

analysis for P-P, with Sweden excluded, can be found in the enclosed excel file on sheet P-P 

REG (3). 

Order of 

elimination of 

variables 1 2 3 4 5 6 7 

Dimension UA INST-C PD FO HO PO GE 

P-Value 0.69 0.76 0.67 0.29 0.21 0.07 0.22 

Table 11: Order of elimination of independent variables in P-P regression analysis with Sweden excluded. 
Can be found in sheet P-P REG (3) in columns P-AC. 

 

As can be seen in table 11, the P-values are much lower than in table 9, indicating that 

without Sweden, the P-P values are closer at being significant. Only 7 variables were 

eliminated this time, leaving us with a model containing 2 independent variables and 2 
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control variables. If a significance level of 10% had been employed rather than 5%, 

Performance Orientation and Gender Egalitarianism would also have been included in the 

model, as Performance Orientation was removed at 0.07. Ultimately, the model now 

consists of Distance, Import, In-Group Collectivism and Assertiveness.  

SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.9066 

    R Square 0.8220 
    Adjusted R Square 0.8065 
    Standard Error 3,133.4939 
    Observations 51 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 4 2,085,084,144 521,271,036 53.0892 0.0000 

Residual 46 451,664,076 9,818,784 
  Total 50 2,536,748,220       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept 13,598.8776 1,870.4972 7.2702 0.0000 
 CAPITAL TO CAPITAL IN KM -0.5800 0.1048 -5.5323 0.0000 1.0215 

IMPORT 2002-2012 IN 
MILLION DKK 0.0029 0.0003 10.8451 0.0000 1.0834 

Assertiveness -5,823.7834 2,500.9561 -2.3286 0.0243 1.0599 

In-Group Collectivism -4,137.6511 773.6598 -5.3482 0.0000 1.0958 

Table 12: Regression analysis for P-P excluding Sweden. Taken from sheet P-P REG (3) on the excel file. 

 

When comparing table 12 to table 10, it can be seen that without Sweden, the model is still 

significant; the adj. R2 jumped to 81% from 45%; and an additional variable, Assertiveness, 

was added at P-value 0.02. With the inclusion of Assertiveness, VIF also went up, meaning 

that the interpretability of the coefficients became less accurate.  

The coefficients also changed greatly. The expected negative impact of Distance was 

lessened from 928,300 DKK per KM to 580,000 DKK per KM. The expected impact of 
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Import increased to 2,900 DKK per million import from 2,300 DKK. Finally the expected 

negative impact of a 1-point difference in In-Group Collectivism was reduced from 8.87 

billion DKK to 4.14 billion DKK. Finally, each 1-point difference in Assertiveness is 

expected to reduce the export and FDI by 5.82 billion DKK. As before, this allows us to 

create a formula from which a residual analysis can be made. The formula when excluding 

Sweden is as follows: 

Export and FDI = 13,598.87+Distance*-0.58+Import*0.0029+AS*-5,823.78+”IG-C”*-

4,137.65 

 

As can be seen in figure 4, there are still some outliers, but they are not nearly as drastic as 

Sweden was in figure 3. The largest residual value is the Netherlands, which received 10.5 

billion more than the model expected, while the second largest residual is Israel, which 

received 6.8 billion less than the model expected. While it would definitely help the adj. R2 

of the model to exclude the Netherlands, the goal is not to have a perfect model, but rather 

to see how the independent variables interact with the dependent variable. There will 

therefore not be performed any further regression analyses for P-P. Outliers are best 

judged on a scatter diagram as in figure 3 and 4. When it is known that an error in 

Figure 4: In-Group Collectivism Residual Plot, excluding Sweden. Taken from the excel sheet P-P 
REG (3) 
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reporting was not the cause, but that it is just an unusually large or low value, it is best not 

to exclude it (Keller 2012, p. 676-677). In the case of Sweden, however, the residual value 

was much larger than any other, which is why the second regression analysis was 

performed for P-P. Both regression models are statistically significant, but the 

interpretability of the coefficients is greater when one value does not skew the results to 

such an extent. 

In section 3.3 four hypotheses were put forth, the first being: 

“H1: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE practices of the two countries.” 

H1 is thus confirmed. Statistically significant evidence was found, which showed that 

differences in In-Group Collectivism negatively impacts the level of export and FDI from 

Denmark to the host country. The ratio was -8.87 billion DKK per 1-point difference. 

In the second regression analysis, P-P REG (3), it was further found that In-Group 

Collectivism as well as Assertiveness impacts the level of export and FDI from Denmark to 

the host country negatively. The ratio was 4.14 billion DKK for In-Group Collectivism, and 

5.82 billion DKK for Assertiveness for a 1-point difference in the respective cultural 

dimensions. 

These ratios are not exact sciences due to the multicollinearity, but this is no different than 

for almost any other regression analysis. They should be treated as estimates. 

5.2 V-V 
In the previous section, the process and purpose of stepwise backwards elimination was 

explained sufficiently, which means that this- and the following sub-chapters will not 

feature the stepwise backwards elimination tables, as they add no further value. The order 

of elimination, and the P-value at which each independent variable was eliminated, will be 

accessible in the enclosed CD in columns P-AE in each sheet ending in (2) or (3), as well as 

in appendix 1.  

The statistical analysis for V-V can be found in the enclosed excel file on sheet V-V REG 

(2). The order of elimination can be found in appendix 1, table 25. 
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SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.6038 

    R Square 0.3646 
    Adjusted R Square 0.3249 
    Standard Error 10,113 
    Observations 52 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 3 2,816,717,042 938,905,681 9.1811 0.0001 

Residual 48 4,908,727,689 102,265,160 
  Total 51 7,725,444,731       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept 13,510.2559 3,355.7476 4.0260 0.0002 
 CAPITAL TO CAPITAL IN KM -0.8058 0.3333 -2.4175 0.0195 1.0247 

IMPORT 2002-2012 IN 
MILLION DKK 0.0028 0.0008 3.2950 0.0019 1.0186 

Gender Egalitarianism -7,566.0056 3,163.5462 -2.3916 0.0207 1.0428 

Table 13: Regression analysis for V-V. Taken from sheet V-V REG (2) on the excel file. 

 

As can be seen in table 13, the model is significant, and it has an explanatory power of 32%. 

Gender Egalitarianism is a significant variable along with the two control variables, and 

the VIF is lower than for the analyses of P-P, which means that the coefficients are more 

accurate. In this model, Distance is expected to reduce the Danish export and FDI by 

805,800 DKK per KM, while Import is expected to increase Danish export and FDI by 

2,800 DKK. Finally, a 1-point difference in values for Gender Egalitarianism is expected to 

reduce the Danish export and FDI by 7.57 billion DKK. The model for expected Danish 

export and FDI is therefore: 

Export and FDI = 13,510.26+Distance*-0.81+Import*0.0028+GE*-7,556.01 
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This allows us to plot the residual values: 

As can be seen in figure 5, there is an outlier, which as almost the exact same values for 

Gender Egalitarianism as Denmark. This country is again Sweden, which received 62.1 

billion more Export and FDI than the model predicted. The second largest deviation was 

Slovenia, which received 9.4 billion less than the model predicted. Due to this, the 

regression for V-V will also be redone with the exclusion of the Swedish data. The 

statistical analysis for V-V, with Sweden excluded, can be found in the enclosed excel file 

on sheet V-V REG (3). The order of elimination can be found in appendix 1, table 26.  

 

 

 

 

 

 

Figure 5: Gender Egalitarianism Residual Plot. Taken from the excel sheet V-V REG (2) 
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SUMMARY OUTPUT 
    

      
Regression Statistics 

    
Multiple R 0.8650 

    R Square 0.7482 
    Adjusted R Square 0.7322 
    Standard Error 3,686 
    

Observations 51 
    

      
ANOVA 

     

  df SS MS F 
Significance 

F 

Regression 3 1,898,076,500 632,692,167 46.5600 0.0000 

Residual 47 638,671,720 13,588,760 
  

Total 50 2,536,748,220       

      
  Coefficients Standard Error t Stat P-value VIF 

Intercept 7,752.1612 1,495.2689 5.1845 0.0000 
 CAPITAL TO CAPITAL IN KM -0.5467 0.1226 -4.4587 0.0001 1.0094 

IMPORT 2002-2012 IN 
MILLION DKK 0.0029 0.0003 9.4893 0.0000 1.0614 

Uncertainty Avoidance -3,780.5028 1,283.6156 -2.9452 0.0050 1.0669 

Table 14: Regression analysis for V-V excluding Sweden. Taken from sheet V-V REG (3) on the excel file. 

 

Table 14 shows that the model is statistically significant, and that 73% of the variance of 

the dependent variable is explained by the independent variables. In appendix one, table 

26 it can be seen that Gender Egalitarianism, which was significant in table 13, was 

eliminated as the 7th variable at a P-value of 0.24. The reason for this is that the Swedish 

and Danish scores for Gender Egalitarianism were almost identical in terms of values, and 

since Sweden received much more export and FDI than was expected, it moved the slope 

significantly. The exclusion of Sweden has made Uncertainty Avoidance a significant 

variable. The VIF went up to 6.7% for UA and 6.1% for Import, which is still not an 

alarming value. The exclusion of Sweden has further reduced the negative impact of 

Distance from 805,800 DKK to 546,700 DKK per KM, while the impact of Import remains 

largely unchanged. Each 1-point difference in Uncertainty Avoidance is expected to reduce 
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Danish export and FDI by 3.78 billion DKK. The model for expected Danish export and 

FDI to countries, excluding Sweden, is therefore: 

Export and FDI = 7,752.16+Distance*-0.55+Import*0.0029+UA*-3,780.50 

This allows the residual values to be plotted: 

Figure 6 shows several deviations, the largest of which is the Netherlands, which received 

15.6 billion DKK more than the model predicted, while Finland received 8.4 billion DKK 

more than the model predicted. Again, this is an outlier, but it is much smaller than the 

outlier in figure 5. It is interesting to note that in both the P-P and the V-V regression 

analyses, Sweden was a very large outlier, and when Sweden was removed, the 

Netherlands was the largest outlier.  

This allows us to reject or verify hypothesis 2, which stated:  

“H2: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE values of the two countries.” 

H2 is thus confirmed. Statistically significant evidence was found, which showed that 

differences in Gender Egalitarianism negatively impacts the level of export and FDI from 

Denmark to the host country. The ratio was -7.57 billion DKK per 1-point difference. 

Figure 6: Uncertainty Avoidace Residual Plot, excluding Sweden. Taken from the excel sheet V-V REG (3) 
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In the second regression analysis, V-V REG (3), it was further found that Gender 

Egalitarianism was no longer a statistically significant variable, but Uncertainty Avoidance 

was. The ratio for Uncertainty Avoidance was -3.78 billion DKK per 1-point difference in 

values. 

As the regression analyses showed not only different values, but different variables, the 

question becomes which of the two is more reliable. V-V REG (3) boasts an adj. R2 of 73%, 

while the value for V-V REG (2) was only 32%.  This means that several additional 

variables would be necessary to explain V-V REG (2), and the Swedish data in particular, 

to as large an extent. While the V-V REG (3) model could potentially explain even more of 

the variation with more variables, 73% is a large amount of variation explained with only 

three variables. The impact of Uncertainty Avoidance is thus greater than the impact of 

Gender Egalitarianism could be. While both results confirm the hypothesis, the results 

from V-V REG (3) are clearly better at illustrating what relationship actually exists, as the 

interpretability of the coefficients is greater.  

5.3 P-V 
In this sub-chapter, the first regression where practices and values are compared will be 

presented. It is important to keep in mind that the analysis will focus on the Danish 

practices compared to the host country values in this analysis. The order of elimination can 

be found in appendix 1, table 27.  
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SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.7261 

    R Square 0.5273 
    Adjusted R Square 0.4871 
    Standard Error 8,815 
    Observations 52 
    

      ANOVA 
       df SS MS F Significance F 

Regression 4 4,073,499,325 1,018,374,831 13.1063 0.0000 

Residual 47 3,651,945,406 77,700,966 
  Total 51 7,725,444,731       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept -21,525.2884 8,173.6622 -2.6335 0.0114 
 CAPITAL TO CAPITAL IN KM -1.0060 0.3059 -3.2887 0.0019 1.1359 

IMPORT 2002-2012 IN 
MILLION DKK 0.0029 0.0007 3.8341 0.0004 1.0707 

In-Group Collectivism 12,067.4450 4,028.3405 2.9956 0.0044 1.1298 

Uncertainty Avoidance 8,861.5625 2,488.0143 3.5617 0.0009 1.0804 

Table 15: Regression analysis for P-V. Taken from sheet P-V REG (2) on the excel file. 

 

In table 15, it can be seen that the analysis is significant, and that the adj. R2 is 49%. The 

variables for Distance, Import, In-Group Collectivism, and Uncertainty Avoidance are 

statistically significant, however, the VIF is significantly higher than for any other 

regression, with values ranging from 7.1% to 13.6%. The value is still much lower than the 

150% which would make the model itself ambiguous to interpret, as discussed in section 

4.3.3.3, but the coefficients are nevertheless more inaccurate in this analysis. Surprisingly, 

a 1-point difference in In-Group Collectivism and Uncertainty Avoidance is expect to 

contribute positively with 12.07 billion DKK and 8.86 billion DKK. The residuals will be 

assessed, which were obtained following the same process as in sub-chapter 4.1 and 4.2: 
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Two interesting observations can be made from the scatterplot in figure 7. Firstly, there is 

an outlier, which is once again Sweden. Secondly, and more importantly, it can be seen 

that all of the values for host countries differ by at least 1.35 from the Danish practices 

values on the In-Group Collectivism dimension. Looking at table 4 in section 3.2.2, it can 

be seen that the Danish practices score for In-Group Collectivism is 3.63. The minimum 

score for values on the same dimension is Albania with 4.98. This means that every 

country, including Denmark, believes that greater pride should be taken in the 

achievements of family members, while a lessened emphasis should be put on individual 

achievements at work (See section 3.2.2 in the paragraph regarding In-Group 

Collectivism). The positive coefficient indicates that the higher the values for In-Group 

Collectivism, the greater the Danish export and FDI to that country.  

Sweden received 48.9 billion DKK more than the model expected, while Switzerland with 

the second highest residual received 12.9 billion DKK less than the model expected. The 

regression will therefore be performed again with the Swedish values excluded. The order 

of elimination can be found in appendix 1, table 28. 

 

 

Figure 7: In-Group Collectivism Residual Plot. Taken from the excel sheet P-V REG (2) 
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SUMMARY OUTPUT 
    

      
Regression Statistics 

    Multiple R 0.8871 
    R Square 0.7870 
    Adjusted R Square 0.7685 
    Standard Error 3,427 
    Observations 51 
    

      ANOVA 
       df SS MS F Significance F 

Regression 4 
1,996,413,68

2 499,103,420 
42.489

9 0.0000 

Residual 46 540,334,539 11,746,403 
  

Total 50 
2,536,748,22

0       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept -5,053.0920 3,335.2763 -1.5150 0.1366 
 CAPITAL TO CAPITAL IN 

KM -0.5561 0.1221 -4.5545 0.0000 1.1583 
IMPORT 2002-2012 IN 
MILLION DKK 0.0030 0.0003 10.4801 0.0000 1.0718 

In-Group Collectivism 3,641.4344 1,649.6078 2.2075 0.0323 1.1734 

Uncertainty Avoidance 3,778.4342 1,016.5345 3.7170 0.0005 1.0638 

Table 16: Regression analysis for P-V excluding Sweden. Taken from sheet P-V REG (3) on the excel file. 

 

In table 16, it can be seen that the model is significant, and that the adj. R2 is 77% 

compared to 49% in table 15. Distance, Import, In-Group Collectivism, and Uncertainty 

Avoidance are again statistically significant. This time the VIF ranges from 7.2% to 17.3%, 

which is even higher than in table 15, meaning that the coefficients in table 16 are less 

accurate. The coefficients show that a 1-point difference in In-Group Collectivism results in 

an increased Danish export and FDI of 3.64 billion DKK, while a 1-point difference in 

Uncertainty Avoidance results in an increase of 3.78 billion DKK. These values were 12.07 

and 8.86 respectively in table 15, meaning that with the exclusion of Sweden, their relative 

expected contribution declined drastically. The residuals can now be highlighted: 
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In figure 8 it can be seen that there are many values which deviate from the formula, but it 

is not caused by a single value, which distorts the results to a great degree. The largest 

residual is the Netherlands, which received 11.8 billion DKK more than the formula 

expected, while the second largest residual is Finland, which received 9.1 billion DKK more 

than the formula expected.  

These results allow a conclusion to be drawn in regards to H3, which stated: 

“H3: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE practices of Denmark and the 

GLOBE values of the host country.” 

H2 is confirmed by both P-V REG (2) and P-V REG (3), as In-Group Collectivism and 

Uncertainty Avoidance were significant variables which had a positive impact on the 

Export and FDI. 

5.4 V-P 
Opposite to the previous sub-chapter, in this chapter the Danish values will be compared 

to the practices of the host countries. The order of elimination can be found in appendix 1, 

table 29. 

Figure 8: In-Group Collectivism Residual Plot, excluding Sweden. Taken from the excel sheet P-V REG (3) 
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SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.7942 

    R Square 0.6307 
    Adjusted R Square 0.5906 
    Standard Error 7,875 
    Observations 52 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 5 4,872,741,404 974,548,281 15.7146 0.0000 
Residual 46 2,852,703,327 62,015,290 

  Total 51 7,725,444,731       

      

  Coefficients 
Standard 

Error t Stat P-value VIF 

Intercept 5,813.5211 3,422.4688 1.6986 0.0961 
 CAPITAL TO CAPITAL IN KM -1.2058 0.2767 -4.3578 0.0001 1.1646 

IMPORT 2002-2012 IN 
MILLION DKK 0.0024 0.0007 3.6517 0.0007 1.0598 
Assertiveness -9,834.0166 3,658.0231 -2.6883 0.0100 1.1709 
Institutional Collectivism 11,904.8415 4,455.9466 2.6717 0.0104 1.0382 
In-Group Collectivism 10,667.4408 1,945.2050 5.4840 0.0000 1.0640 

Table 17: Regression analysis for V-P. Taken from sheet V-P REG (2) on the excel file. 

From table 17 it can be observed that the model is statistically significant and that the adj. 

R2 is 59%. This makes it the strongest model, which has all data included. Table 10, 13 and 

15 showed models with an adj. R2 of 45%, 32% and 49% respectively. This model further 

has 5 significant variables, namely, Distance, Import, Assertiveness, Institutional 

Collectivism, and In-Group Collectivism. Only Distance and Assertiveness have larger VIF 

values than the average for the models, at 16.5% and 17.1% respectively. A 1-point 

difference in Assertiveness is expected to reduce the Danish export and FDI by 9.83 billion 

DKK, while a 1-point difference in Institutional Collectivism and In-Group Collectivism is 

expected to increase Danish export and FDI by 11.9 billion DKK and 10.67 billion DKK 

respectively. The scatterplot will highlight potential outliers. 
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In figure 9, an outlier can be seen, and it is once again Sweden. This time the Swedish data 

is slightly less problematic, as they only received 37.8 billion DKK more than the model 

expected, while Japan received 13.6 billion DKK less than the model predicted. However, 

as Sweden is still the largest outlier, and to keep consistency throughout the analysis, 

another regression analysis will be performed for V-P with the Swedish data excluded. The 

order of eliminations can be found in appendix 1, table 30.  

 

 

 

 

 

 

 

 

Figure 9: In-Group Collectivism Residual Plot. Taken from the excel sheet V-P REG (2) 
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SUMMARY OUTPUT 
    

      Regression Statistics 
    Multiple R 0.8896 

    R Square 0.7914 
    Adjusted R Square 0.7781 
    Standard Error 3,355 
    Observations 51 
    

      ANOVA 
       df SS MS F Significance F 

Regression 3 2,007,646,623 669,215,541 59.4463 0.0000 

Residual 47 529,101,597 11,257,481 
  Total 50 2,536,748,220       

      

  Coefficients 
Standard 

Error t Stat P-value  VIF 

Intercept 2,731.4475 953.2075 2.8655 0.0062 
 CAPITAL TO CAPITAL IN KM -0.5328 0.1112 -4.7910 0.0000 1.0026 

IMPORT 2002-2012 IN 
MILLION DKK 0.0028 0.0003 10.0175 0.0000 1.0696 

In-Group Collectivism 4,098.6562 911.8577 4.4948 0.0000 1.0691 

Table 18: Regression analysis for V-P excluding Sweden. Taken from sheet V-P REG (3) on the excel file. 

 

In table 18, it can be seen that the model is significant, and the adj. R2 is 78%. This means 

it has a better fit with the exclusion of Sweden. Only 3 variables were significant for this 

model, as Institutional Collectivism and Assertiveness were eliminated 3rd and 7th 

respectively, which can be seen in appendix 1, table 30. Distance, Import and In-Group 

Collectivism are statistically significant in this model, and their VIF value is below 7% for 

each variable. A 1-point difference in In-Group collectivism is expected to increase the 

Danish export and FDI by 4.1 billion DKK. The scatterplot will highlight potential outliers. 
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Figure 10 highlights the residuals in the regression analysis. The largest outlier is the 

Netherlands, which received 10.5 billion DKK more than the model predicted, while 

Finland received 7.3 billion DKK more than the model predicted. No further regression 

analyses will be performed, as this is not expected to significantly distort the results.  

This allows a conclusion to be drawn in respects to H4, which was: 

“H4: The export and outward FDI from Denmark to the host countries depend partially on 

the relative distance between one or more of the GLOBE values of Denmark and the 

GLOBE practices of the host country.” 

As a difference in In-Group Collectivism impacts the Danish export and FDI to the host 

countries positively in both regression analysis, H4 is accepted. In V-P REG (2), the impact 

of Assertiveness and Institutional Collectivism were also significant. 

5.5 Overview of results 
This sub-chapter will present an overview of the results. 

 

 

 

Figure 10: In-Group Collectivism Residual Plot, excluding Sweden. Taken from the excel sheet V-P REG (3) 
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Regression 

analysis number P-P V-V P-V V-P 

Data including 

Sweden 
Adj. R2=45% Adj. R2=32% Adj. R2=49% Adj. R2=63% 

Data excluding 

Sweden 
Adj. R2=81% Adj. R2=73% Adj. R2=77% Adj. R2=78% 

Table 19: Overview of adj. R2 for each regression analysis, summarized from tables 10; 12-18. 

 

Table 19 provides an overview of the adj. R2 value for each regression analysis. It should be 

observed that the exclusion of Sweden greatly increased the explanatory power of every 

regression analysis.  

When performing a conclusive type of investigation, as discussed in section 4.3.1, one 

should normally only exclude outlier data if the data can be assumed to be improperly 

recorded. This is often the case with questionnaires, where untruthful answers are given, 

or if counting hardware is defective, yielding wrong numbers (Keller 2012, p. 676-677). In 

this thesis, the data is assumed to be true. The GLOBE scores were taken from House et al. 

(2004), and the data on export and import were cross-checked using a tertiary source. The 

second series of regression analyses, with Sweden excluded, can therefore be said to be 

exploratory in its nature. Excluding Sweden did not help reject or verify the hypothesis, but 

the results could potentially provide interesting insights, which is why they were included 

in the thesis.  
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Dimension P-P V-V P-V V-P 

AS    β = -9,834.0166 

VIF = 1.1709 

FO     

GE  β = -7,566.0056 

VIF = 1.0428 

  

INST-C    β = 11,904.8415 

VIF = 1.0382 

IG-C β = -8,876.4806 

VIF = 1.0562 

 β = 12,067.4450 

VIF = 1.1298 

β = 10,667.4408 

VIF = 1.0640 

HO     

PO     

PD     

UA   β = 8,861.5625 

VIF = 1.0804 

 

Table 20: An overview of significant cultural dimension variables, their coefficient (β), and their VIF. 
Insignificant variables are highlighted by grey cells. This is a summary of the most relevant results from 
tables 10, 13, 15 and 17, meaning that the data includes Sweden. 

 

Dimension P-P V-V P-V V-P 

AS β = -5,823.7834 

VIF = 1.0599 

   

FO     

GE     

INST-C     

IG-C β = -4,137.6511 

VIF = 1.0958 

 β = 3,641.4344 

VIF = 1.1734 

β = 4,098.6562 

VIF = 1.0691 

HO     

PO     

PD     

UA  β = -3,780.5028 

VIF = 1.0669 

β = 3,778.4342 

VIF = 1.0638 

 

Table 21: An overview of statistically significant cultural dimension variables, their coefficient (β), and their 
VIF. Insignificant variables are highlighted by grey cells. This is a summary of the most relevant results from 
tables 12, 14, 16 and 18, meaning that the data excludes Sweden. 
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Tables 20 and 21 highlight the statistically significant cultural dimensions in each analysis. 

Table 20 contains the analyses which include all data, while table 21 contains the analyses, 

which exclude the Swedish data.  

Regression 

analysis number 

P-P V-V P-V V-P 

Data including 

Sweden 

β = -0.9283 

VIF = 1.0009 

β = -0.8058 

VIF = 1.0247 

β = -1.0060 

VIF = 1.1359 

β = -1.2058 

VIF = 1.1646 

Data excluding 

Sweden 

β = -0.5800 

VIF = 1.0215 

β = -0.5467 

VIF = 1.0094 

β = -0.5561 

VIF = 1.1583 

β = -0.5328 

VIF = 1.0026 

Table 22: An overview of the coefficients (β) and VIF for Distance in all regression analyses, summarized 
from tables 10; 12-18. 

 

Regression 

analysis number 

P-P V-V P-V V-P 

Data including 

Sweden 

β = 0.0023 

VIF = 1.0571 

β = 0.0028 

VIF = 1.0186 

β = 0.0029 

VIF = 1.0707 

β = 0.0024 

VIF = 1.0598 

Data excluding 

Sweden 

β = 0.0029 

VIF = 1.0834 

β = 0.0029 

VIF = 1.0614 

β = 0.0030 

VIF = 1.0718 

β = 0.0028 

VIF = 1.0696 

Table 23: An overview of the coefficients (β) and VIF for Import in all regression analyses, summarized from 
tables 10; 12-18. 

 

Tables 22 and 23 highlight the coefficients and the VIF for Distance and Import 

respectively. The coefficients for distance are noticeably smaller when Sweden is excluded, 

as the large residuals of Sweden continuously overstated the importance of geographic 

distance. The coefficients for Import are fairly stable. In 6 out of 8 analyses the coefficient 

falls between 0.0028 and 0.003, which means that for each million DKK the host country 

Imports on average, Denmark can be expected to account for between 2,800 DKK and 

3,000 DKK of that, which results in between 0.28% and 0.3%.  

Tables 19-23 will be further assessed in the following chapter. 
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6. Discussion and conclusion 
In this chapter, the results found in chapter 5 will be discussed, given context and 

concluded upon. This chapter will distinguish between the exploratory part of the research 

and the conclusive part of the research. 

6.1 Lessons from the exploratory research 
Table 19 shed lights on the adj. R2 values of each model. As the aim of the thesis was to test 

the impact of the independent variables on the dependent variable, this value is not crucial 

to the thesis. However, with the exclusion of Sweden, the explained variation by the 

independent variables was between 73% and 81% for the models, which is much larger 

than could be expected, as only 3-4 variables were included per regression analysis. Dow 

and Karunaratna (2006, p. 591-593) included 46 variables and found adj. R2 values 

between 85% 88% for their regression models. Martin and Drogendijk (2014, p. 116) 

employed 25 variables and achieved an R2 value of 41%, Sousa and Bradley (2006, p. 60) 

achieved an R2 of 40% for their test of cultural distance impact on psychic distance, and 

Håkanson and Ambos (2010, p. 204-205) achieved adj. R2 values upwards of 73% for their 

test of psychic distance using macro level data from 25 of the world’s largest economies. 

While a higher R2 does not mean a better model, it shows the models presented in this 

thesis are comparative in explanatory power to Dow and Karunaratna (2006), who also 

had international trade as their dependent variable. Martin and Drogendijk (2014) and 

Bradley and Sousa (2006) had dependent variables which were closer to the micro level, 

hence the explanatory power of their model would be expected to be lower, as they cannot 

easily achieve the same quantity of data as can be attained when investigating macro level 

data. Håkanson and Ambos (2010) employed macro level data, but their dependent 

variable was achieved through questionnaires, which also means achieving a larger adj. R2 

is difficult. This thesis is not trying to make a claim that this model is better than the others 

at doing something it did not set out to do. This section is merely to highlight that strong 

explanatory power can be achieved with the assistance of cultural distance dimensions, 

and that the model employed in this thesis is much simpler to use for practitioners and 

scholars alike.  The fewer variables further reduce the likelihood of multicollinearity 

between variables, which improves the interpretability of the coefficient. This is why 

Distance and Import were included as the only control variables, as they were known to be 

strong predictors of international trade, as was argued in section 4.3.3.1.  



Page 72 of 87 
 

In section 4.3.1, table 6, the difference between exploratory and conclusive research was 

highlighted. It was highlighted that exploratory research may feed into conclusive 

research, and that conclusive research may feed into exploratory research. The exploratory 

part of the analysis featured the exclusion of Sweden, as the Danish export and FDI to 

Sweden differed significantly from the expected results. These analyses were included due 

to the significantly greater explanatory power of the models. In the models which excluded 

Sweden, the Netherlands were further the largest outlier, with Finland being the second 

largest outlier in 3 out of 4 models. All of these countries received more export and FDI 

than the model predicted, which illustrates that these models may have difficulties in 

explaining culturally close countries. As can be recalled from section 3.1.3, figure 2, these 

three countries are, along with Denmark, all members of the Nordic cluster, which was 

derived from a meta-analysis of 10 clustering studies. This implies that when using this 

model, the exclusion of culturally similar countries aids the explanatory power of the 

model. Further, as can be recalled form section 4.3.3.2, Germany was excluded from the 

model due to the GLOBE data being divided into East- and West Germany. Similarly, 

England was excluded due to macroeconomic data only being available for the UK as a 

whole. Both Germany and England are large export destinations for the Danish market, 

and could have been expected to further skew the model. It can therefore be argued that 

the models were poor at predicting the export and FDI to culturally similar and potentially 

to historical trading partners of Denmark. This leads to the question:  

Should cultural distance dimensions be employed when examining the trade relationship 

between culturally similar countries and historical trading partners? 

The learnings from this thesis would suggest that cultural distance dimensions should not 

be employed to culturally similar countries. However, this requires further research. A 

hypothesis to test this could be formulated as:  

Hx: The cultural distance dimensions have significantly stronger explanatory power when 

predicting trade with culturally distant countries, when compared to culturally similar 

countries, as defined by cultural cluster membership. 

It should be noted that based on the literature review, a theory grounded model could not 

be constructed to capture this complexity, as neither Shenkar (2001) nor Tung and 
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Verbeke (2010) included weaknesses in predicting relationships among culturally similar 

countries as a fallacy of cultural distance dimensions and measures.  

The results in this thesis only tested this relationship for Danish export and FDI to other 

countries. It would be interesting to see whether this relationship holds true when using 

other countries as the dependent variable. Further, it should also be tested whether this 

holds true when the dependent variable is different. For example, it could be tested 

whether the likelihood of choosing International Joint Venture over Greenfield 

Investments is influenced more by cultural distance dimensions when similar cultures are 

excluded from the analysis. 

Under the assumption that this relationship would also hold true in analyses with different 

home countries or different dependent variables, this thesis lends credibility to the 

research by Johanson and Vahlne (1977; 2009). The dependent variable, export and FDI, is 

a result of a management decision. The choice of managers to export to Sweden and the 

Netherlands to a larger degree than the model could predict may suggest that the 

managers’ perceived psychic distance to Sweden and the Netherlands was lower than the 

actual cultural distance, which may have led to the decision to export and invest in these 

countries rather than more distant countries, regardless of what cultural distance literature 

may have suggested. Similarly, as Bradley and Sousa (2006) highlighted, psychic distance 

is best measured at the individual level. This implies that the managerial decision to export 

or invest in Sweden and the Netherlands may have been the correct decision, provided that 

the managers’ had a pre-existing relationship with these countries and thus had a low 

psychic distance. Similarly, they may have been ignorant of the cultural differences and 

merely perceived their psychic distance to be low. The decisions of managers to select a 

specific country to export to or invest in cannot be said to always be a rational and 

thoroughly analyzed decision. Therefore, this thesis would suggest not employing cultural 

distance dimensions when attempting to explain export and FDI to culturally similar 

countries. When moving beyond the most culturally similar countries, the model did a 

better job at predicting export and FDI to countries such as Poland, Brazil, the USA, and 

China despite these countries being very culturally distant from each other. The following 

approach could therefore be suggested for future cultural research, provided that the 

results of this thesis are backed up by analyses of other countries and other dependent 

variables: 
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Position in Ronen and 

Shenkar’s (2013) cultural 

clusters: 

Within the same cultural 

cluster 

Outside the same cultural 

cluster 

Recommended 

practitioner’s approach: 

Psychic distance  Psychic distance or Cultural 

distance dimensions 

Recommended academic’s 

approach: 

Psychic distance or Cultural 

distance relying on objective 

data. 

Cultural distance 

dimensions 

Table 24: Suggested approaches to analyzing cultural differences. 

 

Table 24 illustrates the suggestions for applicability of the different approaches to cultural 

distance which were discussed in chapter 3. From the practitioner’s perspective, psychic 

distance is the strongest measure for estimating the appropriateness of country selection 

when dealing with culturally similar countries. Pre-existing managerial knowledge of the 

cultures can be expected to diminish the impact of cultural differences and aid successful 

international trade or investment. When selecting between multiple countries outside of 

the home country’s cultural cluster, it is also suggested to employ psychic distance if the 

manager has a low psychic distance to the market. For example, if a Danish company has a 

manager with Turkish ancestry and upbringing, and Turkey is a potential export 

destination, the psychic distance for the manager should be low and complications from 

cultural differences should be expected to be lower than if a manager with no pre-existing 

experience with Turkey was in charge of the expansion. If the company has no manager 

with a low psychic distance to any of the potential international export or investment 

markets, cultural distance dimension are recommended, as they can be expected to provide 

a good assessment of the relative challenges the company can expect when entering the 

markets. 

From an academic perspective, this thesis would argue that cultural distance dimensions 

will suffice at providing explanations of international trade and investment when going 

beyond culturally similar countries. For culturally similar countries, the psychic distance 

and cultural distance using only objective data can be argued to be superior, due to the 

shortcomings found with cultural distance dimensions. The argument for employing 

cultural distance dimensions for culturally distant countries is further supported by the 
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simplicity of cultural distance dimensions. If 3 variables can explain almost as much 

variation as 46 variables, cultural distance dimensions must have a place in the literature. 

A shortcoming to table 24 is the limited mapping of the world provided by Ronen and 

Shenkar (2013). In particular non-Western countries lack data for arriving at meaningful 

groupings. In particular the Far East cluster, which includes Zimbabwe and Jamaica, needs 

more research to be accurately defined.  

The final theory from chapter 3, the cultural distance measures, which mostly take the 

form of KS-indexes, should be avoided. The results from the regression analyses clearly 

showed that not all cultural distance dimensions had an equal impact on export and FDI. 

Therefore an aggregate KS-index with equal weightings among the dimensions cannot be 

expected to provide as strong explanatory power, as when assessing the individual impact 

of cultural distance dimensions.  

6.2 Lessons from the conclusive research 
With the lessons in mind which were derived from the exploratory research, the results 

from the analyses which excluded Sweden will be perceived to be more accurate, due to 

their higher explanatory power. 

Table 21 presented an overview of the statistically significant cultural distance dimensions 

for each of the regression analyses, which excluded the Swedish data. 

Firstly, the thesis will discuss and conclude upon the analysis which assessed whether the 

difference between Danish practices on each GLOBE dimension, and the host country 

practices on each GLOBE dimension, could aid in explaining the Danish export and FDI to 

the host country (P-P REG (3)). It was found that differences Assertiveness and In-Group 

Collectivism had a negative impact on Danish export and FDI. A 1-point difference is 

expected to reduce Danish export and FDI by 5.82 billion DKK for Assertiveness and 4.14 

billion DKK for In-Group Collectivism. With VIF values of 6% and 9.6% respectively, these 

numbers are not severely impacted by multicollinearity, and will be assumed to be close 

approximations. In section 3.2.2, table 4, we can see that the Danish practices score for 

Assertiveness is very close to the mean score for all GLOBE countries. This suggests that 

Danes favor trading with like-minded countries who are neither too tender nor too tough. 

The analysis does not allow to infer whether Danes rather trade with cultures which 
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perceive themselves to be tenderer or tougher, as the differences are in absolutes. In table 

4, it can further be observed that the Danish In-Group Collectivism score was 1.5 below the 

mean for all countries. Danes are very individualistic and worry less about the 

achievements of family members. Despite the Danes holding values which suggest that 

individual success should be less important and family achievements more important, an 

increase in In-Group Collectivism seems to reduce the Danish export and FDI to the host 

country. Further exploratory research will be required to understand why Assertiveness 

and In-Group Collectivism specifically reduce the Danish export and FDI. In sub-chapter 

3.3, it was highlighted that Barkema and Vermeulen (1997) found support for the impact of 

Hofstede’s Uncertainty Avoidance and Long-Term Orientation on International Joint 

Venture survival, as well as, a miniscule impact from Masculinity/Femininity. Dow and 

Karanuratna (2006) similarly found support for Uncertainty Avoidance. Therefore it is 

surprising that Uncertainty Avoidance was an insignificant variable in this research. 

Assertiveness corresponds to half of the Masculinity/Femininity spectrum in Hofstede’s 

research, but none of the studies found support for collectivism. There is thus 

inconsistency between the results, which may be due to methodological differences in the 

work of Hofstede and GLOBE.  

Secondly, when comparing the Danish values to the host country values, which has largely 

been ignored by research, we found that Uncertainty Avoidance negatively impacted the 

Danish export and FDI by 3.78 billion per 1-point difference (Table 21). This is consistent 

with the results of Barkema and Vermeulen (1997) and Dow and Karunaratna (2006). The 

question naturally becomes why Uncertainty Avoidance is a significant variables on the 

values scale, but not on the practices scale. The Danish practices score for Uncertainty 

Avoidance is very high at 5.32, meaning that Danes in general are rule-bound and orderly 

at the expense of innovation. This is 1.16 points above the mean for all countries. On the 

values scale for Uncertainty Avoidance, Danes aspire to be less rule-bound and more 

innovative with a score of 4.01, which is 0.6 points below the mean for all countries. Thus 

Danish export is highest to countries whose values for orderliness, rules and innovation 

are similar to the Danish values, but far below the actual Danish practices. Further 

exploratory research will be needed to understand these results. 

Thirdly, when comparing practices to values and values to practices differences were found 

to have a positive impact on Danish export and FDI (Table 21). In-Group Collectivism was 
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statistically significant for both analyses, while Uncertainty Avoidance was also significant 

when comparing Danish practices to host country values. While the regression analysis 

was significant and confirmed the hypothesis, the results are very difficult to make sense 

of. One explanation for the positive impact of differences could be that Danish practices 

and values differ greatly on both the Uncertainty Avoidance and In-Group Collectivism 

dimension. Thus, if Danish values are high, their practices are low and vice versa. This 

confirms the findings by (Peterson 2004). The negative correlation between practices and 

values means that it is impossible to say whether this is a result of interaction between 

Danish practices and host country values, or if this is because the results mimic the results 

from P-P and V-V. This requires a much more detailed study to understand these impacts. 

However, while the results for P-V and V-P are blurry, the results for P-P and V-V clearly 

show that even if only a few variables are statistically significant, they do aid in the 

explanation of differences in Danish trade and investment patterns.  

The control variables for Distance and Import will now be briefly discussed. 

In table 22, it can be observed that the exclusion of Sweden significantly reduced the 

coefficient for Distance. Danes export and invest between 532,800 and 580,000 DKK less 

per KM the host country’s capital is from Copenhagen, signifying that geographic distance 

is a very strong predictor for international trade, which is consistent with the results from 

Ojala and Tyrväinen (2007), Håkanson and Ambos (2010), and Dow and Karunaratna 

(2006).  

In table 23, it can be seen that Import is a remarkably stable variable. In the second series 

of regression analyses with Sweden excluded, Import is expected to increase Danish export 

and FDI by 0.28%-0.3% of the total import of the country. 

6.3 Final remarks 
The thesis originally only expected to find explanatory power in the cultural dimension 

variables, which was successful, however, the exclusion of Sweden led to much more 

interesting and relevant results. Cultural distance dimensions are not good at predicting 

export and FDI to culturally similar countries. However, this is not a problem, as there are 

strong alternatives for this in the psychic distance literature especially. Thus practitioners 

can evaluate the psychic distance of the organization’s managers relative to nearby 
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countries, while employing the simple GLOBE dimensions coupled with Distance and 

Import when evaluating distant countries. In fact, due to the irrationality of export and 

investment decisions, it is perhaps better to not dwell too much on the culturally similar 

countries. For culturally similar countries there is a stronger likelihood, that the 

organization has managers with low psychic distance to the country, thus resulting in 

skewed results favoring the more similar countries.  

The research also highlighted that while cultural distance dimensions obviously cannot 

explain differences alone, replacing them altogether with objective data such as language, 

religion, colonial ties and other cultural-related variables will not necessarily make the 

results better.  
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Appendix 1 – Order of elimination 
Order of 

elimination 

of variables 1 2 3 4 5 6 7 8 

Dimension HO FO PD INST-C PO AS UA IG-C 

P-Value 0.86 0.79 0.78 0.74 0.43 0.32 0.32 0.1 

Table 25: Order of elimination of independent variables in V-V regression analysis. Can be found in sheet V-
V REG (2) in columns P-AE. 

 

Order of 

elimination 

of variables 1 2 3 4 5 6 7 8 

Dimension PD INST-C IG-C PO FO HO GE AS 

P-Value 0.93 0.80 0.74 0.51 0.59 0.46 0.24 0.06 

Table 26: Order of elimination of independent variables in V-V regression analysis with Sweden excluded. 
Can be found in sheet V-V REG (3) in columns P-AE. 

 

Order of 

elimination of 

variables 1 2 3 4 5 6 7 

Dimension GE HO PO PD AS INST-C FO 

P-Value 0.96 0.94 0.61 0.65 0.44 0.15 0.09 

Table 27: Order of elimination of independent variables in P-V regression analysis. Can be found in sheet P-
V REG (2) in columns P-AC. 

 

Order of 

elimination of 

variables 1 2 3 4 5 6 7 

Dimension PD GE PO INST-C FO HO AS 

P-Value 0.95 0.90 0.89 0.74 0.76 0.54 0.49 

Table 28: Order of elimination of independent variables in P-V regression analysis with Sweden excluded. 
Can be found in sheet P-V REG (3) in columns P-AC. 
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Order of 

elimination of 

variables 1 2 3 4 5 6 

Dimension HO GE PD PO FO  UA 

P-Value 0.83 0.79 0.71 0.20 0.28 0.16 

Table 29: Order of elimination of independent variables in V-P regression analysis. Can be found in sheet V-
P REG (2) in columns P-AA. 

 

Order of 

elimination 

of variables 1 2 3 4 5 6 7 8 

Dimension FO UA INST-C PD PO HO AS GE 

P-Value 0.97 0.94 0.72 0.78 0.57 0.28 0.44 0.11 

Table 30: Order of elimination of independent variables in V-P regression analysis with Sweden excluded. 
Can be found in sheet V-P REG (3) in columns P-AE. 
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