
Culture 
• Culture is a system of values and norms that are shared among a group of people 

and that when taken together constitute a design for living. 
• Values are abstract ideas about what a group believes to be good, right and 

desirable. 
• Norms are social rules and guidelines that prescribe appropriate behaviour in 

particular situations 
o E.g. In Japan, bowing and using two hands to give someone your business 

card, and then reading the card carefully to acknowledge the card giver 
 

• Cross-cultural literacy is the understanding of cultural differences between and 
within nations 

o Provides insight into foreign cultures 
o Provides a means through which you can reconcile cultural differences and 

gain compatibility  
• International businesses should consider employing local citizens to help them do 

business in a particular culture to avoid being ill-informed 
 

• Nation-states are political creations 
• There is no strict one-to-one correspondence between a society and nation-state 

 
• Social-structure refers to the basic social organisation of a society 

o Individuals & Groups:  
§ E.g. Individualism in US is linked to increased entrepreneurship, but 

also a failure to achieve cooperation both within a company and 
between companies.  

§ E.g. Success of Japanese companies has been argued to be attributed 
to the ability to achieve close cooperation to improve the 
performance of a group 

o Social classes:  
§ E.g. In India, within a business, the most able individuals may not be 

able to climb up the ladder if they come from a lower caste 
• Religion is the system of shared beliefs and rituals that are concerned with the realm 

of the sacred 
o E.g. Islamic proclivity favours market-based systems, hence Muslim countries 

are likely to be receptive to international businesses as long as those 
businesses behave in a manner that is consistent with Islamic ethics 

o E.g. McDonald’s localised menu – the diets of Hindus and Muslims in India 
are restricted by their religion, hence McDonald’s menu in India does not 
have beef or pork 

• Language: Spoken + Unspoken 
o Language shapes the way people perceive the world 
o Language barrier  
o E.g. Bowing in Japan 

• Education has a role in determining national competitive advantage  
o E.g. Japan’s excellent education system helped explain its post-war economic 

success  



o E.g. Recent trend to outsource information technology jobs to India is partly 
due to the presence of significant numbers of trained engineers in India 

• Hofstede’s Cultural dimensions (4+2) 
o Power distance focuses on how a society deals with the fact that people are 

unequal in physical and intellectual capabilities  
o Individualism vs Collectivism 
o Uncertainty avoidance measures the extent to which society members feel 

uncomfortable with uncertainty 
§ E.g. Japan lifetime employment 

o Masculinity vs Femininity  
§ Masculine cultures: Preference for achievement and power 
§ E.g. Japan is a male dominant country 

 
o Long-term/Short-term orientation 
o Indulgence/Restraint: Enjoying life vs Strict social norms 

• Hofstede assumes there is a one-to-one correspondence between culture and the 
nation-state, but many countries have more than one culture  

 
• Cultural change: 

o Several studies have suggested that economic advancement and 
globalisation may be important factors in societal change  

§ E.g. As Japan becomes richer, the cultural emphasis on collectivism 
has declined and greater individualism is being witnessed 

o Convergence: Values and behaviour become similar to those found in 
Western capitalistic economies 

o Divergence: National culture, not economic ideology, driving values 
o Crossvergence: A combination of convergence and divergence 
o With regard to globalisation, some have argued that advances in 

transportation and communication technologies, the dramatic increase in 
trade that we have seen, and the rise of global corporations (Hitachi, Disney, 
Microsoft etc.), whose products and operations can be found around the 
globe, are helping to create conditions for the convergence of cultures 

o In an increasingly modern and materialistic world, some societies are trying 
to reemphasise their cultural roots and uniqueness – separatist movements 
in Russia and Canada 

 
 
 
 
 
 
 
 
 
 
 
 



FDI 
• Foreign direct investment is investment into a foreign market 
• Once a firm undertakes FDI, it becomes a multinational enterprise  
• Two main forms: Greenfield Investment, Acquisitions & Mergers  

o Greenfield investment: The establishment of a new operation in a foreign 
country 

§ most common in developing countries and best used for transferring 
hard to imitate resources  

o Acquisitions & Mergers:  
§ E.g. Walmart’s entry into Japan was in the form of an acquisition 
§ E.g. FB buying Instagram for US $1 billion 
§ Quicker to execute than greenfield à important consideration in the 

modern business world where markets evolve very rapidly  
§ Foreign firms are acquired because those firms have valuable 

strategic assets, such as brand loyalty, customer relationships, 
trademarks or patents, distribution systems, production systems, etc. 

§ Can increase the efficiency of the acquired unit by transferring capital, 
technology, or management skills 
 

• FDI has grown more rapidly than world trade 
o Despite declining trade barriers, firms still fear protectionist pressures  
o FDI is a way of circumventing future trade barriers 
o The general shift toward democratic political institutions and free market 

economies has encouraged FDI 
o The globalisation of the world economy is also having a positive impact on 

the volume of FDI  - many firms see the whole world as their market, and 
they are undertaking FDI in an attempt to make sure they have a significant 
presence in many regions of the world  

 
• Firm will favour FDI over exporting as an entry strategy when transportation costs or 

trade barriers make exporting unattractive 
• Firms will favour FDI over licensing or franchising when it wishes to maintain control 

over its technological know-how, or over its operations and business strategy, or 
when the firm’s capabilities are simply not amenable to licensing 

o E.g. Toyota’s skills are embedded in its organisational culture and culture is 
something that cannot be licensed. If Toyota were to allow a foreign entity to 
produce its cars under a license, the chances are that the entity could not do 
so as efficiently as could Toyota. In turn, this would limit the ability of the 
foreign entity to full develop the market potential of that product.  

 
• Political ideology toward FDI:  

o Radical view: FDI is a means through which companies can take advantage of 
underdeveloped or developing countries, and take their resources and goods 
to make themselves wealthy 

§ FDI keeps less developed countries relatively backward and 
dependent on capitalist first world nations for investment, jobs, and 
technology 


