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Abstract

The social and economic characteristics of different countries affect market opportunities in complex ways.  Moreover, since companies are not all the same their response to any set of characteristics increases the complexity of theorising about any general relationship between host countries and companies.   The theoretical literature suggests that there is a positive relationship between degree of involvement and economic development and a negative relationship between cultural differences Hofstede (1980) and the degree of involvement in overseas markets.    Using survey and World Bank data, we tested a single equation multivariate model to see if we can find statistical support for the theorised relationships.  
Introduction

The rapid change of business in the last two decades has prompted an increasing number of firms to develop strategies to enter and expand into markets outside their home location (Osland et al. 2001).  But once the company decided to enter or expand in a foreign market it must determine the market entry strategy that it will employ especially in a changing environment.  Since companies are not all the same this increases the complexity of theorising about any general relationship between host countries and companies, so that, a priori, it is difficult to envisage a simple deterministic solution to assessing market opportunity arising in this area.   In this paper we empirically test two hypotheses with respect to the degree of involvement of companies, in order to see if we can find statistical support for a relationship with the degree of economic development or degree of cultural differences for which there is a substantial debate in the literature.  In relation to the degree of involvement the literature suggests that there is a positive relationship between economic development and the degree of involvement and there is a negative relationship between cultural differences and the degree of involvement in the overseas market. Using survey and world bank data, we tested a single equation multivariate module to see if we can find a statistical support for the theorised relationship.  

The first section is a review of the literature on entry modes in relation to economic development and cultural differences in order to develop a model that captures the salient features of the current theories.  The second section is development of the variables and the hypotheses be tested.  Third section is design description of the study and relevant feature of the companies’ sample included in the study.  The fourth section explains the estimation, presents and interprets the results, and the final section draws together the main conclusions of the study. 

Literature Review 

There are a limited number of empirical studies in the area of international marketing with regards to the developing countries, the literature has mostly focused on developed countries (Jain, 1989; Ozsomer et al., 1991).  Although there are essential differences between developing and developed countries some elements of the developing countries can be identified characteristic of developed countries.  Jain (1989) viewed the urban areas in developing countries having a segment similar in characteristics to those in industrialised nations.  Comparing the per capita GNP in 1983 between India and Kuwait, Kuwait's was US$18,000 and India's US$260.  According to these figures, Kuwait is about 70 times more attractive than India.  However, the population of India is 400 times larger than that of Kuwait.  If we assume that 5 % of the Indian population was 400 times larger than Kuwait, then the Indian market will be more attractive than the Kuwaiti market. Therefore, to some extent, there maybe no difference between presenting a standardised product to developing and less developed countries (Jain, 1989).

International companies have a long established business presence in Africa as a result of a convenient business environment, good relationship with the local government, strong financial control, as well as long experience.  For example, the Colgate-Palmolive Company has been in Africa since 1929 and in 1992 had 3000 employees in 22 African countries. 

There is a consensus in the literature that the African continent represents, in total, a small market opportunity (Quelch et al., 1993).  For example exports to Africa from the United States are few but expanding.  In 1991, exports rose 18% to $4.8 billion with 60% going to Nigeria and South Africa, which account for 28% of the continent's population.  This growth rate was two and a half time the total US exports.  Between 1988 and 1991, exports to the region rose 70% (Quelch et al., 1993).  As a consequence, most multinational companies do business in Africa by exporting goods made in another country (e.g. food processing, textile, and medical) and then selling them through local agents or distributors; or, similarly, by importing raw material (most especially mining resources) for refining and manufacture outside of Africa.  

Traditionally it is the case that LDCs expect international companies to bring in capital in the form of hard currency and so boost their foreign exchange reserves  (Bergsten, 1976).  However, some host countries are willing to operate on joint venture with international companies providing the technical knowledge, although this method does not bring the immediate hard currency.  In this case the capital stock of the host country is given a boost, since companies bring in and/or import capital goods from industrial countries when they make their initial involvement (Ozsomer et al., 1991).

Political instability in LDCs plays an important role in the matrix of risk factors affecting international companies.  The literature suggests that when a large amount of fixed capital is required, international companies tend towards joint venture.  This reduces financial risk and provides them with the local partner's assistance (Chaudhuri, 1988).  There have been long standing governmental agencies in most western countries such as the Overseas Private Investment Corporation (OPIC) in the US which insures domestic based international companies operating in LDCs against wars, revolutions, currency inconvertibility, etc. The problem with OPIC is that it does not provide insurance to American companies if it estimates that the proposal of going overseas will lead to increased unemployment in the United States.  Thus, many American international companies have failed to gain this support and have to arrange expensive private insurance coverage (Chaudhuri, 1988).  The World Bank has recently introduced an insurance scheme for international companies called the Multilateral Investment Guarantee Agency (MIGA) financed by contributions from both developed and developing countries (Chaudhuri, 1988). 

The managers of international companies have also to confront the effect of cultural differences within the international business community.  Culture issues directly influence managerial practices, so what has a positive effect within one cultural may have the opposite effect within another (e.g. Rosen, 1986).  The use of bribes and other facilitating expenditures is a case in point.

Investigations by the University of Uppsala points to an inverse relationship between foreign direct investment patterns to the psychic distance - the degree to which a company is uncertain of the characteristics of a foreign market, or the sum of factors preventing the flow of information from and to the market such as difference in language, education, business practices, cultural and industrial development (Hornell, et al. 1972; Johanson and Wiedersheim-Paul 1975; Johanson and Vahlne 1977; p. 24). Correspondingly, Puxty (1979) points to a positive relationship between cultural difference and ownership policies regarding overseas subsidiaries.  Cultural distance here can be viewed as increasing risk, and Kogut and Singh (1988) point out that it may indeed work to increasing the probability of choosing a joint venture as a method of sharing control and ownership, because the local partner is able to serve and manage the labour force and the relationship with supplier, buyer and government which solves some the foreign partner's risk problems (see also Franko, 1971; Stopford and Wells, 1972).

In the literature the entry mode is characterised by the level of control (high, medium, low) and the resources commitment.  

A study by Rugman et al. (1986) indicated that the process a company follow, that produces standardised product and seeks to involve itself in a foreign market.  Companies pursuing significant change may also take the overseas market step by step.  This would lead to gradual development and with each step being subject to external managerial control (Roberts 1992).

There is some support for the view that low involvement companies (those involved in exporting and licensing) will be more influenced by marketing conditions than those high involvement companies (e.g. involved in joint venture and wholly owned subsidiary) who will be more influenced by efficiency-resources variables (Norvell et al. 1995).
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Figure 1 Degrees of Involvement

Figure 1 indicates that companies will initially increase their sales by exporting using a local agent or distributor.  When the export market gains a high market share, the international company will extend its process by adding an export department to its structure to manage foreign sales.  Over a period of time, the company gains experience as well as becoming familiar with the overseas market.  At this stage, the risk of uncertainty with the overseas market environment will be reduced and there is the chance to move towards introducing a production line and engaging local employees.  The company also has to be prepared to deal with overseas environment variables such as wage rates, cultural differences and employment laws.  Then, the company decides on foreign direct investment modes, which means producing the entire product line and sales force in the host countries and it may also be able to re-export to the home market.  

Erramilli and Rao (1990, pp. 139-140) present an ordinal scale to represent the degree of involvement.  Wholly owned subsidiaries are characterised as having the highest level of involvement and licensing and franchising are characterised as the lowest level of involvement.  

The nature of the binding risk conditions significantly influences the degree of involvement.  Moreover, the relationship/trade off between the variables may not be symmetric nor the same for each company.  The above review indicates that marketing conditions considerations are inversely related to the degree of involvement, and resource efficiency consideration are positively related to the degree of involvement. 

We can illustrate the market conditions problems relationship for a specific company as a linear function, for simplicity, as in Figure 2.  This relationship between the resource efficiency problem and the marketing conditions problems with respect to degree of involvement are negative and positive, shown by the lines 
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 respectively.  The line 
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 represents the attitude of the company with respect to the extent of the resource efficiency problem and the degree of degree of involvement. Assuming the linear relationship for simplicity, point A indicates that for this particular company a high level of resource efficiency problem, given by  
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; whereas a low level of resource efficiency problem, given by  
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Note, since different companies may have a different attitude to risk we can illustrate a different attitude to the risk (more risk averse with respect to resource efficiency problems) with the line
[image: image8.wmf]B

B

¢

.   This shows that for the 
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 high degree the degree of involvement of this company would be higher at 
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 where the company would seem a higher degree of involvement that in the previous case.  Notice that for this company at the 
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 low level of the problem the degree of involvement would be considerably higher at 
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 - indicating a much greater degree of control would be required for this level of resource efficiency problem.

Figure 2
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The negative marketing condition problem and degree of involvement is represented by 
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 and different attitude to the risks associated with this problem can, similarly be illustrated with shifts in the curve.  In both cases such shifts may illustrate different attitude to risk by different companies or changing attitude to the relevant risk by the same company. 

The degree of involvement that the company decides on can be seen, for simplicity, as a function of these two problems.  The intersection of the curves  
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 at point C represents the degree of involvement that would result,
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, for a company faced with these two problems with trade-off weights given by the two curves.

Definition of variables and hypotheses 

In this section we define the variables to be used in the empirical analysis, relating the definitions to previous analyses in the literature and develop two hypotheses to be tested. 

The definition of development is grounded in the distinction between industrial and non-industrialised nations (Cole 1987).  This recognises that industrialised countries contribute more to the total production of goods and services, with concomitant high-energy consumption. In this study four variables are used to characterise development (GNP per capita, energy consumption per capita, infant mortality per 1000 live birth and illiteracy rates at age 15+ within the population).

The cultural concept, in the broad sense of the word, has an enormous effect on international marketing strategy.  It is the products people buy, the attributes they value and the principles and opinions they maintain (Lipman, 1988; Currie, 1991).  Culture is defined through the literature as the characteristics by which groups of people respond to the social environment and the way they express their attitudes and behaviour (Ronen and Shenkar, 1985; Lipman, 1988), learned behaviour patterns, shared philosophies, ideologies, values and assumptions beliefs and expectations and attitudes and norms, which link the society together (Ronkainen, 1986).

The psychologist and anthropologist Geert Hofstede (1980, 1991) outlines four dimensions of common social preference that can be used to measure the base values of individual societies. Those are individualism versus collectivism, which refers to the extent to which an individual is an active agent in pursuing his or her own goals as opposed to being dependent on the organisation and its other members; large versus small power distance, which refers to the degree to which a society accepts a hierarchical or unequal distribution of power in an organisation; strong versus weak uncertainty avoidance, which refers to the extent to which a society tends to consider itself threatened by the uncertainty of the future and by ambiguous situations; masculinity versus femininity, in which masculinity refers to the degree to which a society attributes such stereotypical masculine traits as assertiveness, competition, recognition, risk-taking and acquisition of money as dominant values to be cherished and femininity relates to the extent which feminine traits, such as nurturing, empathy, cooperation, security and a good quality of life are valued in a society.  Which is used for the purpose of this study.
Degree of involvement 

Many companies have established a presence in foreign markets by product and market expansion (Dunning, 1993; Levitt, 1983) or via a mix of entry modes (Benito and Welch, 1994) including, licence/franchise, export, joint venture and wholly owned subsidiary (see Calof and Beamish, 1995).  There is a consensus that different types of entry mode require different levels of resource commitment and degree of control (e.g. 1982; Davidson, 1982; Johanson and Wiedersheim-Paul, 1975; Root, 1987; Young et al., 1989).  Therefore, the choice of locating in the overseas market depends on availability and the need for control of the subsidiary (Anderson and Gatignon, 1986; Cepedes, 1988; Stopford and Wells, 1972).

Control is defined as the ability of the international company to have an influence on the system, methods, decisions, and the behaviour of other parties (Ouchi, 1977) through the use of power and authority (Etzioni, 1965).  Control enables the company to revise, implement, and co-ordinate its strategy and the relationship between the two partners operating at a distance and pursuing their own interest (Young et al., 1989).  

Resource commitment describes the assets that can not be redeployed to alternative use without loss of value (Bell, 1996; Kim and Hwang 1992; p. 3). Resources commitment is closely linked to control, as substantial financial and management commitment will increase control (Young et al., 1989).  Doz and Prahalad (1981; p. 5-6) conceptualise control as "the influence that a head office has over subsidiaries concerning decisions that affect subsidiaries strategy" such as choice of technology; definition of product market; emphasis on different product lines, allocation of resources; expansion and diversification of the subsidiary operations; and a willingness to participate in a global network of product flows among subsidiaries.  They also define resource commitment as technology, capital management, and access to markets (p. 5).

Hypotheses, Economic Development 

Market segmentation may be very different in LDCs and more industrialised countries.  Therefore, Levitt (1983) Kale et al., (1987) Jain 1989) suggest that rather than looking at the target market in terms of rich and poor, it may be better to identify segments in developed and developing countries that are similar in order to more usefully define the extent of the market.  

In many cases, LDCs need the supply of technology, management skills, and marketing knowledge in order to boost productive capacity, therefore, the industrialised LDCs will and so may prefer joint ventures and licensing which are sometimes regulated by the their governments (Chaudhuri 1988).  In some LDCs regulations require that international companies establish joint ventures with a local partner (Kirpala1980).  The main disadvantage of this is that the host country partner may have different points of view with respect to financial and business processes and procedures and may even provide them with leverage that is unjustified in a business context.  Multinational companies may produce in a foreign location through a wholly owned subsidiary (e.g. IBM).  Dubin (1975) suggests overseas involvement by an acquisition mode will reduce cultural barriers between the two countries as well as increasing the company's experience in the overseas market.  Davidson (1982) suggests that, when international companies find it difficult to get involved in an inexperienced market, they may choose joint venture and/or licensing.

Standardisation strategy could face drawbacks in LDCs because of market segmentation infrastructure weaknesses (Taoka and Beeman, 1991).  For example, products, which are important in the home society, may in LDCs be associated with a specific social class.  In some LDCs, however, the governments require the international company to bring in their most modern products and up to date technology in order that they may maximise the benefit from industrial technological transfers in the quest for economic development (Negandi et al., 1989).  In this case the international market may not only be important for the home company but also for the development of the economy of the host countries.

Nations vary in their per capita income and energy consumption, level of education and infant mortality and in other economic development indicators. The economic development variables seek to emphasise the extent of development in the host country that makes its market more or less attractive to the international country.  For example the level of education or the buying power of people and the capability of local companies may lead an international company to choose a joint venture entry mode if the country has something to offer (Bell, 1996; Gomes-Casseres, 1989; Kobrin, 1987; Shane, 1993).

Therefore, when the international companies have the intention to become involved overseas it has to consider the economic development between developed and less developed countries as well as the comparative market segmentation characteristics between them.  In LDCs only a small minority of the population usually enjoy a high income while the majority are poor.  On the other hand, in more developed countries income and wealth distributions tend to be more equally distributed (Jain 1989).

Overall, therefore, in some LDCs government regulations force international companies to choose joint ventures with a local company as method of controlling the overseas company and promoting industrial activities strong/experience in the host country.  International companies prefer joint venture over wholly owned subsidiary whether or not they are required by a host country as conditions of entry in order to minimise the extent of the business risk they face (Beamish 1984).   It may also in some cases be appropriate for international companies to locate in LDCs by an acquisition mode, or joint venture which helps to reduce cultural barriers between the two countries and increase the company's experience in the overseas market.  From this, the first hypothesis that we shall test, in order to see if the data can provide statistical evidence is the following. 

H1: There is a positive relationship between economic development in the host market and the overseas market entry strategy.

Cultural Difference 

International companies prefer joint venture over wholly owned subsidiaries when the culture of the host country is different from the company’s own culture (Bell, 1996; Agarwal ,1994; Davidson, 1982; Erramilli, 1991; Erramilli and Rao, 1993; Anderson and Gatignon, 1986)

Dubin (1975) and Davidson et al., (1980) point out that differences in culture between different countries may influence the choice of entry mode, because of their influence on costs and uncertainty of the alternative modes of entry into the overseas market. Shane (1994) finds that cultural distance is associated with higher control entry modes even though establishing a wholly owned subsidiary from a scratch is costly time-consuming (see also Bell, 1996).  Other researchers find support for a negative relationship between cultural distance and the degree of involvement, with a proclivity towards licensing over foreign direct investment.  The relationship is not straightforward, however, as yet others researchers argue that the cultural difference may drive international companies to engage in foreign direct investment, because it is the mode that allows them to transfer technology and have close control over cultural differences (see Shane, 1994; Bivens and Lovell, 1966; Anderson and Gatignon, 1986).  Clegg (1990) indicates that cultural difference can seriously hinder both the external and internal transfer of technology but tends to require foreign direct investment to cover the technological gap.  Studies by Anderson and Gatignon (1986) indicate that the greater the cultural difference in the economic system and business practice between the home and host country, the more likely the international company will be involved in the overseas market with joint venture or licensing.  Other researchers indicate partners in joint ventures should have a comparable cultural background to make the relationship successful (see, Bell, 1996, 1993; Buckley and Casson, 1988; Harrigan, 1985; Hennart, 1988).  
However, others find little evidence supporting the cultural distance and the market entry argument. Terpstra and Yu (1988) point out, the overseas expansion of US international advertising agencies follow the same strategy when entering countries with a similar culture as when entering different ones.  

Sharma and Johanson (1987) find that consulting companies also fail to follow the above described negative relationship between cultural difference and degree of involvement in their international expansion.  Davidson and McFetridge (1985) counter this argument and point out that a licensing agreement is preferable to foreign investment as cultural differences increase.  However, researchers like Anderson and Gatignon (1986) and Clegg (1990) present arguments, which mitigate that relationship and seek to explain why companies might actually prefer direct foreign investment in these countries.  Bivens and Lovell (1966) also make the point that companies may seek ownership in a distant culture as the only way to ensure that their management practices are followed.  Kogut and Singh (1988) note that cultural distance will increase the probability of choosing joint venture over acquisition.  Other researchers find that, the local partners in joint ventures may well be in a good position to manage the part that is related to the overseas market (Franko, 1971; Stopford and Wells, 1972).

The arguments for the relationship between cultural difference and degree of involvement support a range of conclusions.  We seek to empirically test the hypothesis that there is a negative relationship between cultural difference and degree of involvement in order to see if the data provide statistical support for the argument.  So the second hypothesis that we shall test in this paper is as follows.
H2: There is an inverse relationship between cultural differences between home and host country and the overseas market entry strategy. 

Design of the Study

The nature of the study implies seeking a sample that maximise the variability which was done with that aid of an administered questionnaire. Seven hundred companies identified in a sample frame were contacted by telephone and asked about their overseas operations in an attempt to achieve a sample with high variability of involvement.  This process identified a sample of 500 companies considered suitable and which were sent the questionnaire. 

The nature of the information sought required a respondent familiar with the company’s home and the host country, the overseas environment and its impact upon the company’s policy.  These criteria identify the company’s Chief Executive Officer (CEO) as being the most likely respondent.  Phillips (1981) indicated that the most reliable informant within an organisation may not necessarily be the most senior, however, he does point out that once the CEO became familiar with a study and the needs of the research, he/she is likely to be able to identify the appropriate respondents.  We employed this procedure. 

The cultural difference variables used were the four cultural dimensions identified by Hofstede and the four economic development indicators noted previously. These characteristics were compiled for each of the countries aggregated into regions included in Hofstede’s study.  In the Hofstede study, countries were grouped together so that cultural characteristics were essentially assumed to be the same across them. However, in this study we disaggregate the country grouping of Hofstede and so are able to relate cultural characteristics to the separate countries.   Observations on the economic development variables were obtained from the World Bank 2000 World Development Indicator cd-rom. 

Sample size and response rate

Questionnaires were posted to 500 named respondents from UK companies with some level of overseas involvement.  After two waves of mailings three weeks apart, a total of 112 usable questionnaires were returned. This is a response rate of 22.4% which falls within the range Green and Tull (1975; p. 152) indicate as acceptable and compares with other studies of this type, e.g. Agarwal and Ramaswami 1992; Kim and Hwang, 1992; Madhok, 1994.  

Responding companies employed between 2 and 200,000 full and part-time employees (median 750) with an annual turnover between £1.4m and £18bn (median £61m). The majority of respondents were directors (e.g. CEOs, Development Directors) followed by other senior managers (Marketing, International Sales). Single digit 1992 SIC codes represented in the sample included cases from all digits between 0 and 8. The most highly represented sectors were single digit codes 2 and 3 (collectively 54% of the sample) followed by single digit codes 5 and 7 (collectively 22% of the sample). 

Estimation, Results and Interpretation 

To measure the two variables in relation to the degree of involvement the natural Logarithm of the economic development variables (GNP per capita, infant mortality per 1000 live birth, energy consumption per capita, and level of illiteracy aged 15+) were taken.  The data for cultural difference is based on Hofstede's study (1980) of society using four main dimensions: strong and weak power distance (style of decision making of managers); certainty and uncertainty avoidance (extent of tolerance managers have for environmental uncertainty); masculinity and femininity (extent of masculine or feminine assertiveness), and collectivism and individualism (extent of individualistic expression). In Hofstede’ study the countries were grouped into regions; East Africa  (Ethiopia, Kenya, Tanzania, and Zambia); West Africa (Ghana, Nigeria, and Sierra Leone) and Arab countries, (Egypt, Iraq, Lebanon, Libya, Saudi Arabia, and United Arab Emirate).  In this study the countries are not grouped into region.  Each country is treated separately.  

The dataset then consists of the dependent variables degree of involvement (doi) and eight regressors or independent variables four of which are economic variables and four cultural difference variables and a dummy variable that identifies industrial and non-industrial countries with 154 observations for 1998.

Estimation of a log linear relationship provided the following results.
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where the subscript i denote the ith observation in this cross sectional sample and,

ldoi  the logarithm of the degree of involvement;

d an industrial/non-industrial country dummy variable, zero if industrial country;

lcdidv the logarithm of measure of collectivism and individualism; 

lcdunc the logarithm of measure of certainty and uncertainty avoidance; 

lcdpd the logarithm of measure of strong and weak power distance;

lcdmf the logarithm of measure of masculinity and femininity;

ledec the logarithm of per capita electric power consumption for 1998;

lededu the logarithm of the adult illiteracy rate for 1998;

ledgnp the logarithm of per capita gnp for 1998;

ledim the logarithm of the infant mortality rate for 1998.

Given the possibility of multicolinearity among the relatively large number of regressors we estimated the cultural difference variables and economic development variables on the degree of involvement variable separately, along with the dummy variable.  Neither the dummy nor any of the cultural difference variables were significant at either the 5% of 10% level.   For the economic development variable set the dummy and lededu were significant at 5%, and ledec was significant at 10% but they did not have the right sign. These results are not reported.  We excluded from the model the variables that were not significant at 10% and the fit improved to 7.3% but clearly remained at a very low level – results not reported.   The White test for Heteroskedasticity indicated the presence of heteroskedasticity. In order to obtain heteroskedastic consistent parameter standard error we estimated the regression using White (1980) procedure in EViews4.  The results reported above report the White robust standard error.  We should note that using the White (1980) procedure for consistent standard errors does not change the point estimates of the parameters of ordinary least squares, only the estimated standard errors.  So that the reported results are the same that of the OLS estimation except for the standard errors.

The dummy variable is set a zero for industrial countries and one for non-industrial/developing countries.  Theory suggests that the degree of involvement of companies in overseas market should be lower in developing countries than in developing countries.  This implies that the dummy variable should be negative but it is positive and significant at the 10% significance level.

The cultural differences variables were constructed so that their coefficients should be negative – increases in the level of cultural differences reduce the degree of involvement.  The only cultural differences variable that is significant is lcdidv and it did not have the correct sign.  The other three cultural difference variables were not significant one of them did not have the right sign.

The coefficients of the economic development variables should be positive. However, only ledgnp is positive but it is not significant, ledec and ledim were significant but had the wrong sign and lededu had the wrong sign but not significant.  Overall, none of the statistically significant coefficient estimates have the correct sign and the overall fit is very poor.  This data does not provide any evidence to support the intuitive theoretical relationship.
 Conclusions

The degree of involvement literature suggests that the higher the degree of cultural difference between companies and the host countries of their overseas markets the lower the degree of involvement, and the higher the degree of economic development in the host countries the higher the degree of involvement of the international company.  The data used in this study did not provide statistical evidence to support either of these relationships.

The review of the literature provides arguments for the proposed relationships but there is, of course, no consensus. Kogut and Singh (1988) and Bell (1996) state that cultural distance leads companies to prefer joint ventures relative to greenfield investment and acquisitions.  In contrast, Benito and Gripsrud (1992; p. 473) point out that foreign direct investment located in countries that are culturally distant, tends to become involved with greenfield investments.  Cultural distance is associated with high control entry modes and the preference for involvement with low resources. The literature tends, however, to more support the notion that the greater the distance between the home and the host country in terms of culture, economic development and business practices, companies become more involved with low resources commitment modes such as licensing or joint venture (Anderson and Gatignon, 1986, 1987; Davidson et al., 1980; Green and Cunningham, 1975; Johanson and Vahlne, 1977; Kobrin, 1987; Stopford and Wells, 1972; Kim and Hwang, 1992).  The only statistically significant cultural difference variable (lcdidv) provides very weak statistical support of a positive relationship with degree of involvement.

The divergence of the between expectations and the statistical evidence may be as a results of measurement errors in the construction of the proxy or unobservable variables of the dependent variable and the cultural difference variables.  The economic development variables are the most reliable since they are directly measurable variables.  
*****
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