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ABSTRACT  This article discusses the impact of political culture on the exploitation-exploration
internationalization strategies of firms. In particular, we propose that four dimensions of
political culture — nationalism, internationalism, patriotism, and cosmopolitanism — influence
firms’ willingness to explore new opportunities and/or to exploit existing products and
capabilities across borders. We suggest that firms in nationalist home country cultures are more
likely to pursue exploitation strategies, whereas those in cosmopolitan cultures are more likely
to pursue exploration strategies. For firms embedded in patriotic or internationalist cultures, a
mix of exploitation and exploration internationalization strategies might be the more likely
choice. We conclude that these political culture dimensions may be useful to understand and
predict many firm-level strategic choices, such as the type of internationalization strategy
pursued, the choice of foreign entry mode and location, and decisions concerning the
management of foreign subsidiaries.
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. international strategic decisions include the
Introduction . & .
selection of entry modes (e.g. strategic
The strategies firms adopt to enter interna- alliances, joint ventures, or cross-border
tional markets have been extensively studied — acquisitions), whom to hire to manage the

in management research. Some examples of  subsidiaries abroad (i.e. locals or expatriates),
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and whether to adapt the product portfolio
for exports or foreign investment operations.
Often, these decisions are driven by assump-
tions about the host and home country
qualities and cultural differences, and influ-
ence firms’ performance (Calof and Beamish,
1994; Hofstede, 1980, 1991). Miscalculated
strategic decisions may create future hazards,
lowering the likelihood of survival and suc-
cess of international operations. Therefore, it
is crucial to understand the factors underly-
mng firms’ strategic decisions, in particular,
aspects of home and host country qualities
and conditions that facilitate these decisions.

Despite prolific research on firms’ inter-
national strategies, which stem from the
multiple areas of industrial organization,
economics, management, and cross-cultural
studies, the area of international management
1s still il informed as to the impact of
home and host country cultural values on
firms’ choice of internationalization strategy.
Scholars have predominantly utilized Hof-
stede’s (1980) cultural dimensions (collec-
tivism—individualism, uncertainty avoidance,
power
and, to a lesser degree, Trompenaars and

distance, masculinity—femininity),
Hampden-Turner’s (1998) classification of
culture (e.g. universalism vs. particularism,
communitarianism vs. individualism, achieve-
ment vs. ascription, and the human-time
relationship), or Perlmutter’s (1969) typology
of management approaches (i.e. ethno-
centrism, geocentrism, and polycentrism) to
examine the impact of culture on firms’
strategy (e.g. Hennart and Park, 1993) and
performance (e.g. Li et al., 2001). The effect
of culture and cultural distance on foreign
entry modes (Brouthers and Brouthers, 2000;
1988; Makino and
Neupert, 2000), joint ventures’ performance
(Pothukuchi et al., 2002), performance out-
comes in alliance negotiations (T'eegen and
Doh, 2002),
teams utilized in international joint ventures
(Salk and Brannen, 2000), and business
failures (Li and Guisinger, 1991) are some of

Kogut and Singh,

multinational management

the examples of research on culture and firms’
strategy and performance. However, the
extant research has not yet examined how
home and/or host country political culture
may Influence firms’ internationalization
strategy.

The purpose of this paper is to provide a
conceptual discussion of the impact of politi-
cal culture — nationalism, patriotism, interna-
tionalism, and cosmopolitanism — on the
internationalization strategies pursued by
firms. Our examination of political culture
represents a significant departure from previ-
ous studies that used, for example, Hofstede’s
(1980) cultural dimensions, while contribut-
ing to existing research on the impact of
culture on firms’ strategies by examining how
political culture can affect firms’ choice of
strategy. We
that the political culture of the firms’ home

internationalization argue
country is likely to influence the internation-
alization strategies firms pursue as well as the
modes of foreign market entry and foreign
locations.

Political culture represents the political
orientations and attitudes toward the politi-
cal system (Almond and Verba, 1963, 1989).
It also entails attitudes and behaviors, some
related to individuals’ beliefs and values (e.g.
suspicion towards foreigners) and some to
mdividuals’ behaviors (e.g. extent of political
participation, consumption of foreign prod-
ucts), while others are defined at a more
macro level (e.g. extent of institutional par-
ticipation) (Melberg, 1996; White, 1979).
While the concept of political culture is
considered to have its roots in individual-
level political behaviors, political culture is
itself
behaviors and formal governmental policies

believed to manifest in collective

in addition to individual behaviors (see
1994 for nationalism). This
paper discusses how different political culture

Druckman,

environments influence firms’ choices of
internationalization strategy. The level of
analysis that we ascribe to is the political cul-

ture of the country in which organizations
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are embedded. We compare organizations in
different cultural environments in terms of
the types of internationalization strategy they
pursue.

We distinguish countries and, hence, the
individual decision makers in organizations
within these countries based on the average
cultural predisposition of the population.
Although suffering from limitations, this
approach 1s common in international and
cross cultural management studies since
belonging to a certain nationality or culture
1s believed to have a potent influence on
individuals’  attitudes and behavior (e.g.
Hambrick et al., 1998) as well as on their
knowledge, assumptions, or perceptions
about the world (e.g. Lord and Foti, 1986),
even though not all individuals of the same
nation or culture will necessarily share the
totality of these cultural characteristics. From
this perspective, numerous studies have
shown that national culture affects manage-
ment practices and firms’ strategies (Hof-
stede, 1980, 2001; Parkhe, 1991). Similar to
this research, we take an aspect of culture, in
the present case the political culture of a
nation, to infer the tendencies of decision
embedded

national environments.

makers in firms in different

This article is organized into three main
sections. In the first section, we provide a
review of the core concepts of exploitation
and exploration strategies. In the subsequent
section, we overview the dimensions of
political culture and formulate our main
propositions. In the third section, we develop
propositions on how an internationalization
strategy may reflect on the choice of foreign
entry mode and provide examples of firms’
strategy aligned with these entry modes. We
conclude with a discussion, implications for
practitioners, and suggestions for future
research.

Exploration and Exploitation
Strategies of Firms

March (1991) suggested a model of exploita-
tion and exploration in organizational learn-
ing that stipulates a linkage between the
adaptation of firms, the changes at the popu-
lation (of firms) level and the environment.
Each firm strategy such as whether to enter a
new market, to cooperate in an alliance, or to
form a joint-venture in a foreign country can
be seen through the exploitation-exploration
dialectic. Exploration is associated with the
discovery of new opportunities, search, inno-
vation, building new capabilities, developing
new skills and routines, variation, and risk
taking (Koza and Lewin, 1998; March,
1991). Firms pursuing an exploration
strategy are more prone to assume risk and
look for market opportunities beyond the
traditional and current pool of markets
(Levinthal and March, 1993), most notably
beyond their home
Exploration is a process of searching for a
peak in a rugged landscape (Levinthal, 1997)
and as such is based on trial and error where
the benefits are assessed after costs have been
incurred. Hence, to succeed firms need to
pursue a healthy dose of exploration, possibly

country markets.

through pursuing novel business ideas, utiliz-
ing new technologies, and/or entering new
geographies.

Exploitation, on the other side, is related
to improving the use of existing capabilities,
technologies, assets, and products that the
firm possesses (March, 1991). An exploitation
strategy 1s almost risk free as the firms essen-
tially replicate in other markets what they
know and know to work. Firms find it easier
to use an existing set of resources and capa-
bilities, namely knowledge-based capabilities,
which they already hold in developing
market offerings, than to explore new oppor-
tunities. We expect that firms pursuing an
exploitation strategy will essentially search
market opportunities locally or in familiar
markets and/or businesses — that is, in their
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surrounding landscape. However, these firms
can only aim at reaching local peaks, but,
these peaks are likely to be sub-optimal or
local maximums except when the firms find
an optimal peak by chance.

Eventually, firms may need to balance
the two pressures towards exploitation and
exploration to assure current viability as well
as to ensure future prospects (March, 1991;
Levinthal and March, 1993). Levinthal and
March (1993: 105) noted that firms’ long-
term survival depends on their ability to
‘engage in enough exploitation to ensure the
organization’s current viability and engage in
enough exploration to ensure its future
viability’. However, while the returns associ-
ated with an exploration strategy are distant
in time, highly variable, and unpredictable,
the returns associated with an exploitation
strategy are proximate in time and more
certain.

The firms® ability to pursue exploitation
and exploration strategies simultaneously is
dependent on the stock of knowledge pos-
sessed and the ability to acquire new know-
ledge (Levinthal and March, 1993) which, in
turn, requires the firm to be sensitive to local
variations. We argue that the extent to which
firms are sensitive to local variations and/or
engage in search activities is influenced by
the political culture of the countries in which
they are embedded. This is not to convey
that the exogenous elements such as the
political culture of the home country should
have a determining role on firms’ strategies.
On the contrary, decision-making and strate-
gizing as a particular form must be depen-
dent on hard evidence, and be pursued with
a rational mindset. In familiar environments,
a process of replication (Nelson and Winter,
1982) of what worked well in the past or in
other environments may suffice. Conversely,
in unfamiliar environments replication may
not suffice and active strategies with probable
assumption of risk are called upon.

While strategic management research has
searched for firms’ rational decision-making

procedures, formal strategizing mechanisms,
mtelligent search, and selection criteria on
which to support strategies and allocate
resources, individuals’ bounded rationality
constraints limit these processes (Simon,
1957). Thus, factors such as the political cul-
ture environment of the firms’ home country
may influence the strategic decisions such
that the decisions may be made in a sub-
optimally rational manner because managers
do not attend exclusively to efficiency or
effectiveness criteria but rather to institution-
alized taken-for-granted norms (DiMaggio
and Powell, 1983). Therefore, expanding on
limited rationality in decision making, we
argue that the specific political culture of the
firms’ environment is likely to mold firms’
internationalization strategies. Furthermore,
we extend the prior usage of the concepts of
exploitation and exploration strategies from
its original organizational learning per-
spective (see March, 1991) to a broader
perspective that entails firms’ international-
1zation strategies. In this regard, exploitation
and exploration strategies find some parallel
in market seeking and strategic asset-seeking
strategies as used in international business
research (e.g. Dunning, 1993; Makino et al.,
2002). Firms pursuing a market-seeking
strategy are essentially using or exploiting
their resources and capabilities in further
businesses and possibly overseas markets.
Conversely, firms pursuing a strategic asset-
seeking strategy are essentially seeking to
augment their resources and capabilities or
are exploring new ones (see Barkema
and Vermeulen, 1998; Kuemmerle, 1999;
Vermeulen and Barkema, 2001).

The Impact of Political Culture
on Internationalization Strategy

Extant research has recurrently noted how
understanding cultural disparities among
countries 1is essential for firms and individuals
operating across borders (e.g. Douglas and
Dubois, 1977; Firoz and Ramin, 2004; Li
and Guisinger, 1991; Varner and Palmer,
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2005). To understand the role of culture in
firms’ key decisions, strategy research has
examined how culture influences firms’
strategies and leadership (Geletkanycz,
1998), efficiency (Palich and Gomez-Mejia,
1999), ownership structure (Erramilli, 1996;
Hennart and Larimo, 1998; Kogut and
Singh, 1988), mode of expansion (Brouthers
and Brouthers, 2000), and the cross-national
diffusion of technological and consumer
innovations (Dwyer et al., 2005; Ganesh et
al., 1997) among others. This research has
shown that culture plays an important role in
firms’ decisions and performance. As Perlitz
(1994: 55) stated, it is not the management
techniques per se that determine firms’ sup-
erior performance but rather that the firms’
capabilities are themselves culturally ‘pre-
determined’.

Political culture refers to the political
orientations and attitudes toward the politi-
cal system (Almond and Verba, 1963, 1989).
It 1s ‘the sum of the commonly perceived and
deeply felt values and corresponding beliefs
that permeate political and governmental
activities in a given society’ (Foster, 1982:
562). Political culture is a subset of the
broader national culture. National culture
encompasses many other elements of values,
beliefs, behaviors, customs and artifacts, such
as religion, folklore, gastronomy, social inter-
action, technology, institutions, and attitudes
towards life, time, or the world (Hofstede,
1980, 2001). All of these factors provide the
members of society with a ‘framework’ to
cope with their immediate world and with
one another as well as with more distant
worlds and peoples.

Like national culture (Hambrick et al.,
1998), political culture is prone to have a
strong effect on individuals’ perceptions,
attitudes, and behaviors. Individuals within
the same country are likely to have been
socialized into a similar political culture that
distinguishes them from individuals in other
countries. Moreover, as we noted before,
although not all individuals in a given nation

can be assumed to carry the characteristics of
an identical political culture, to think or vote
alike on political matters or share a distinc-
tive political perspective, on average, firms
and their managers in each country are
likely to share a larger similarity in values
related to that country’s political culture
compared to individuals in a different coun-
try. Even if the individuals’ political culture
tendencies deviate from the national tend-
ency, the nationality imprinting is not easily
removed (Hambrick et al., 1998). In organi-
zational contexts, as Hofstede (1985: 347)
stated,’[o]rganizational value systems are
strongly influenced by their national value
systems and the interrelated values of their
founders and top managements’.

The dimensions of political culture —
patriotism, nationalism, Internationalism,
and cosmopolitanism — are utilized to express
people’s broader dispositions towards their
own and foreign countries (see Balabanis et
al., 2001; Cannon and Yaprak, 2002). The
conceptual model we have developed (see
Figure 1) suggests that the political culture of
firms’ home country is likely to determine
firms’ dominant internationalization strategy.
The impact of cultural variables on firms’
knowledge acquisition, strategy, and per-
formance has been the subject of extensive
research In international management
studies. Existing research has mostly sug-
gested either a main or a moderating effect of
culture on the selection of entry mode (e.g.
Brouthers and Brouthers, 2000; Hennart and
Park, 1993; Johanson and Vahlne, 1977,
Kogut and Singh, 1988), knowledge transfer
(e.g. Appleyard, 1996; Bhagat et al., 2002),
attracting foreign direct investment (Head
and Sorensen, 2005), and the performance of
cross-border acquisitions (e.g. Morosini et al.,
1998). However, this research has not focused
specifically on the possible impact of politi-
cal culture on firms’ internationalization
strategy, or other cross cultural management
1issues. On the left side of Figure 1, we depict
the relationships between political culture
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Political culture » Strategy ——— > Entry modes

Nationalism —_| Full ownership

EXPLOITATION

T

Patriotism <

Internationalism £ g

Cosmopolitanism -1

Figure 1
internationalization strategy of firms

and firms’ internationalization strategy. On
the right side, we introduce the linkages to
foreign entry modes, which will be further
developed in this article.

Nationalism A nationalist political cul-
ture is one in which the citizens believe
that their own ethnic group, nation, culture,
abilities, and products are superior to those
of individuals and firms in other nations.
Individuals in a nationalist culture base their
assertions and beliefs on the idea that their
nation is specific and unique, its products are
better, its values and interests override all
others from different nations and outside
individuals, and that their nation should
remain absolutely independent (Feshbach,
1990). Therefore, they tend to be prejudiced
towards other nations and people and to
restrict exchanges with out-group indi-
viduals. This leads to isolation and creation
of a multitude of political and regulatory
policies to restrict trade, foreign investment,
immigration, foreign firms, and flows of
intellectual property (Balabanis et al., 2001;
Baugh and Yaprak, 1996; Kosterman and

/ (market seeeking) ———>

(e.g. greenfield startups,
majority-owned joint ventures,
majority and full acquisitions)

Collaborative modes

»- (¢.g equity joint ventures,
alliances, partial acquisitions)

EXPLORATION

/ (strategic asset seeking)

The conceptual model depicting the influence of political culture on the

Feshbach, 1989). Nationalism implies an
attitude of cultural and ethnic superiority,
involving the tendency to evaluate other cul-
tures from one’s own cultural perspective and
to consider other cultures as ‘inferior’.
Compared to those embedded in other
political cultures (i.e. patriotic, international-
ist, and cosmopolitan), firms embedded in
nationalist political cultures are more likely
to resort to exploitation strategies in the
search for potentially better outcomes, where
those outcomes are found in-house and
developed following home-country stan-
dards. As previously mentioned, nationalist
cultures are prejudiced against other cultures
to the point of limiting trade or foreign
mvestment. They tend to believe that what is
produced with home country standards is
superior and, therefore, firms embedded in
nationalist cultures are likely to favor replica-
tion in foreign markets of what has proven to
be good and have worked at home (i.e. what
1s thought to be superior). Alternatively, these
firms may simply remain in the domestic
market, avoiding foreign operations and
international participation since they tend to
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consider other cultures inferior to their own.
They are less likely to pursue exploration
strategies and to look for opportunities
beyond the current pool of markets as they
regard foreign operations to be secondary to
domestic ones. Furthermore, they consider
access to new foreign knowledge or tech-
nology as secondary to the exploitation of
current practices developed in the home
country.

Proposition 1: Firms in nationalist political

culture environments are more likely to pursue

an exploitation strategy than are firms in other
political culture environments.

Patriotism In a patriotic political culture,
citizens tend to hold an overall preference for
their own country’s goods and services, but
this preference is not as strong as it is in
nationalist cultures. Although individuals in
patriotic political culture would prefer to
buffer their country from foreign goods,
particularly if these were considered to create
some form of social, cultural, and/or eco-
nomic hazard, these individuals are accept-
ant of foreign producers (Balabanis et al.,
2001). Although to a more moderate degree
than nationalists, patriots also believe that
their country, culture, and abilities are
superior to others. They are still somewhat
prejudiced against other nations and people,
but they do not restrict exchanges and, there-
fore, tend to neither remain isolated nor raise
a multitude of restrictive barriers to ‘made
abroad’ products. However, we may expect
patriots to be fairly parochial in their orien-
tation to national or local communities and
their offerings since patriots are driven by
local habits, norms, and preferences in
partial disregard for universal and objective
standards. Nationalism and patriotism are
significantly different: while the first entails
feelings of national superiority compared to
other nations, the latter encompasses emo-
tional attachment to the nation and pride in
one’s national superiority (Figueiredo and

Elkins, 2002).

In terms of internationalization strategies,
firms embedded in a patriotic domestic
culture are likely to pursue a combination of
exploitation and exploration strategies.
While the home environment is considered
to be unique, patriots are also tolerant and,
within some limits, acceptant of the eccen-
tricities of foreign environments. Therefore,
while firms embedded in a patriotic culture
are more likely to encourage the exploitation
of existing resources, capabilities, and know-
ledge that are based mostly on home country
endowments and trajectories (Kogut, 1991),
these firms are also likely to encourage,
although to a lesser degree, some search out-
side the geographic boundaries for potential
benefits. That is, firms embedded

patriotic culture are likely to lean towards

in a

pursuing primarily an exploitation strategy
because it contributes to the feeling of
uniqueness and pride in national superiority
of home country values, beliefs, and prod-
ucts. On the other hand, since patriots are
tolerant of foreign cultures, firms in patriotic
cultures may, in some instances, engage in
some exploratory activity, possibly to the
extent that it satisfies the need for exposure to
potential modernization and experimenta-
tion from which they may upgrade their own
capabilities. The outcome is essentially a
home-centered strategy but one that 1is
possibly well coordinated across borders by
the headquarters, even if with subsidiaries
reasonably well adapted to the host country’s
idiosyncrasies.

Proposition 2: Firms in patriotic political
culture environments are more likely to pursue
a combination of exploitation and exploration
strategies, with a tendency leaning towards
exploitation strategy, than are firms in other
political culture environments.

Internationalism The concept of inter-
nationalism 1s used to represent the positive
feelings of the citizens of a nation for other
nations and people (Balabanis et al., 2001;
Kosterman and Feshbach, 1989). Inter-
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nationalism reflects an orientation towards,
and recognition of the coexistence of, a
plurality of cultures, ideologies, and values.
Internationalism further relies on the idea
that local communities and individuals have
specific preferences, desires, and tastes that
require targeted tailoring and adaptation in a
rationale illustrated by the expression ‘when
in Rome, do as the Romans do’. Hence, an
internationalist attitude does not entail feel-
ings or behaviors of superiority but of striving
for absolute adaptation to the local commu-
nities” demands.

Organizations embedded in internation-
alist political cultures are likely to opt for a
combination of exploration and exploitation
strategie, although to a different degree than
patriots. In particular, internationalists are
likely to favor relatively more exploration
strategies and experimentation with novel
foreign products and services. Since inter-
nationalists tend to hold positive feelings
towards other cultures and recognize the
idiosyncrasies of the host environments, they
may search for benefits associated with the
exploration of what works best (i.e. the most
adapted) in these environments. Simultane-
ously, they may recognize that the existing
portfolio of products and/or services may be
accepted in the host countries. Therefore, we
expect internationalist cultures to favor the
exploration of novel products and resource
combinations that are in accord with their
orientation towards a broad understanding
of the world and, to a lesser degree, some
exploitation of current capabilities and activ-
ities. Some degree of exploitation of current
resources may be desirable to maintain the
plurality of cultures, one of which is their
own.

Proposition 3: Firms in internationalist politi-
cal culture environments are more likely to
pursue a combination of exploration and
exploitation strategies, with a tendency leaning
towards exploration strategy, than are firms in
other political culture environments.

Cosmopolitanism Cosmopolitanism 13
derived from the Greek words kosmos, which
means ‘world’ and ‘order’, and polis, which
fortified castle’.
‘cosmopolites’ has been associated to ‘citizen

means The expression
of the world’ and to citizens of a nation
that regard the whole world and mankind as
more important than the idiosyncrasies of
specific local communities or countries.
Generally, ‘cosmopolitan’ is used to refer to
people of a nation that are sophisticated and
amenable to different cultures, products,
ideas, and folklores, and not just those of
their home country. Cosmopolitan political
cultures are hybrids in that they incorporate
the elements of the national community
blended with traits found in other communi-
ties. In fact, cosmopolitan cultures tend to
favor new experiences, food, music, exoti-
cism, etc., that transcend the local culture
(Holt, 1998) and to seck cultural diversity
(Gannon and Yaprak, 2002). Merton (1957)
referred to cosmopolitans as people who look
beyond their localities and who are oriented
towards the world outside the local com-
munity. Hence, in cosmopolitan cultures,
individuals tend to see the world as their
territory, without national prejudices or
biases. However, a cosmopolitan is also
typified as not being loyal to internal contexts
(e.g. a job, a group or a nation), and as
seeking references with external groups
(Gouldner, 1957; Grimes and Berger, 1970).

Cosmopolitans tend to share a global cul-
tural orientation and strive for a standard of
excellence, quality, and rationality, regard-
less of where, for example, the products
they consume come from. They also tend to
avoid ethnocentric consumer behaviors (see
Cannon and Yaprak, 2002). Thus, in cosmo-
politan cultures, we expect individuals to
neither be overly patriotic or conservative
nor closed to foreign cultures. As Cannon
and Yaprak (2002: 8) argued, ‘they can tran-
scend their local culture without abandoning
it’. It 1s not surprising, then, that cosmopoli-
tanism has been associated with the tendency
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to innovate (Helsen et al., 1993), partly
because of a tendency to look broadly
(explore non-locally) for answers or for better
solutions (Cannon and Yaprak, 2002). This
may be associated with an exploration
strategy whereby individual decision makers
in organizations do not focus only on the
local perimeter but also scan the surrounding
environment in search for global maximums.
This is particularly interesting for inter-
national strategy research as it entails the
potential to generate a competitive advan-
tage
novelty, excellence, quality, and excitement.

through cosmopolitans’ desire for
This desire 1s accompanied by a broader
exposure to alternatives since cosmopolitans
are less likely to be ‘satisfied by the tradition-
ally accepted local standards that fall short of
those available in the broader global market’
(Cannon and Yaprak, 2002: 15).

We suggest that firms embedded in a
cosmopolitan political culture are prone to
follow a global strategy where investments
across the world seek to maximize global
exploration strategies and to respond accord-
ingly to the opportunities detected. These
firms are likely to have a more dynamic
external orientation and continuously seek
new opportunities and knowledge in foreign
locations since a cosmopolitan orientation
comes with seeking and even preferring new
experiences beyond the local culture (Holt,

1998).

Proposition 4: Firms in cosmopolitan politi-
cal culture environments are more likely to
pursue an exploration strategy than are firms
in other political culture environments.

We have suggested that the political cul-
ture of the firms’ home country plays an
important role on the type of international-
ization strategy firms employ. In the next
section, we extend our argument by drawing
a link between firms’ internationalization
strategies and their actual modes of foreign
market entry.

Modes of Foreign Market Entry

Firms may choose different modes of entry
mto foreign markets depending on the type
of exploration—exploitation internationaliza-
tion strategy they pursue (Andersen, 1997;
Dunning, 1993; Johansson and Yip, 1994;
Makino et al., 2002). As we discussed previ-
ously, the choice of strategy is likely to be at
least partly determined by the dominant
mprinting of the home country political
culture on organizations. In this section, we
discuss the impact of strategy on the selection
of entry modes and provide brief examples of
other organizational decisions such as those
surrounding recruiting and procurement, as
they are likely to be driven, even if indirectly,
by the political culture in which firms are
embedded.

The choice of foreign entry mode needs
to be adapted to the firms’ strategy (Dunning,
1993). In Table 1, we provide illustrative
examples of how this adaptation may occur
in terms of entry modes, the management of
foreign operations (e.g. hiring of manage-
ment personnel) and procurement (based on
home or host country or globally), and other
decisions for foreign operations that firms are
more likely to adopt depending on their
home base political culture and the corre-
sponding degree of exploitation and explo-
ration strategy pursued. Although it 1is
beyond the scope of this article, it is possible
to formulate a set of propositions for each
stage of the firms’ value chain to extend our
understanding of the impact of political
culture on internationalization strategy.

Firms pursuing an exploitation strategy in
foreign markets are likely to seek foreign
entry modes that guarantee a large degree
of control over the foreign operations
(Johansson and Yip, 1994; Makino et al,,
2002). Exploitation strategies are better
executed through the replication of what the
firms know in other markets (see also Winter
and Szulanski, 2001) and by avoiding un-
familiar risks (Stuart and Podolny, 1996). In
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Table 1

Political culture and internationalization strategy

Dominant Dominant

political culture strategy

Examples

National Exploitation

* Mainly exports (direct and indirect)

* Greenfield (wholly owned sales subsidiary)

* Managers: expatriates

* Procurement: home-based

Patriot Exploitation

* Exports

* Joint ventures with home partners

* Cross-border acquisitions (majority or full ownership)

* Managers: expatriates

¢ Procurement: home and host

International Exploration

* Joint ventures with locals

* Acquisition of existing firms

* Managers: locals or expatriates
* Procurement: regional (e.g. EU, NAFTA)

Cosmopolitan Exploration

* Equity joint ventures (all partners)

* Equity strategic alliances (all partners)

* Acquisitions (partial ownership)

* Managers: secks worldwide

¢ Procurement: worldwide

particular, firms employing an exploitation
strategy are likely to favor exports and
wholly owned greenfield startups (Makino et
al., 2002), particularly of subsidiaries for
commercialization (i.e. sales subsidiaries).
Wholly owned entries permit stronger con-
trol over the foreign operations and facilitate
the replication of the home operations than
alternative entry modes such as alliances
or joint ventures (Woodcock et al., 1994).
Furthermore, in these instances, it seems
likely that foreign subsidiaries are managed
by home country expatriates and procure-
ment of inputs is essentially home country
based.

On the other hand, firms pursuing a
combination of exploitation and exploration
strategies but leaning towards exploitation
are likely to favor exports, but may also form

partnerships, particularly with other home
country firms or, perhaps, with a host coun-
try firm (see Makino and Beamish, 1999). In
the latter case, it is reasonable to suggest that
the preference will be for a majority equity
ownership participation. Through foreign
partnerships, these firms gain access to, and
learn, foreign values, attitudes, and beliefs
(Hamel et al., 1989; Inkpen, 1998; Levinson
and Asahi, 1995). Nevertheless, the relative
privilege for home-based partnerships is due
to home market pressures and the need
for legitimacy, which are perceived to be
more important than responsiveness to local
markets. We may also expect procurement
activities in both the host and the home
countries; however, the management style is
likely to be imposed by expatriates who will
tend to maintain a home-country-dominant
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orientation, which is consistent with the
values of a patriotic culture.

Conversely, firms employing predomi-
nantly exploration strategies — which we
predicted could be easily found in interna-
tional political culture environments — are
likely to be fairly eclectic in terms of the entry
modes selected. In fact, a wide variety of
entry modes into foreign markets may be
appropriate for this strategy. For example,
firms may enter equity joint ventures and
strategic alliances with host country partners
that provide local legitimacy and conformity
to local conditions, but also seek complemen-
tary or pooled resources with home country
partners. In this case, social and economic
motivations are simultaneously and idiosyn-
cratically considered. Furthermore, entry
modes supported in equity operations are
very probable, such as the partial acquisition
of existing firms or greenfield investments in
selected industries. The integration of foreign
firms permits immediate access to foreign
knowledge, technologies, and a labor force
that carries local values, attitudes, and
behaviors.

Finally, firms pursuing a more fully
strategy
markets are likely to employ entry modes

fledged exploration in foreign
that guarantee local embeddedness and
access to local knowledge and learning
(Dunning, 1993; Makino et al., 2002), which
are likely to be attained through collabora-
tive entry modes and shared equity modes in
foreign subsidiaries (i.e. partial cross-border
acquisitions and joint ventures) (Ferreira and
Tallman, 2005). Furthermore, managers for
foreign operations are likely to be sought
worldwide and procurement activities are
more likely to be driven by economic con-
siderations than by the country origin of the
inputs. Based on the above discussion, we
advance two propositions:

Proposition Sa. Firms pursuing international
exploitation strategies are more likely to enter
foreign markets through entry modes that
permit majority or full control over the foreign

operations than through entry modes that
do not permit majority or full control over the
foreign operations.

Proposition 5b: Firms pursuing international
exploration strategies are more likely to enter
foreign markets through minority or equal
ownership entry modes than through entry
modes that permit majority or full control over
the operations.

Discussion and Conclusions

Examining the impact of culture on firms’
strategies is not an uncommon research en-
deavor in international management studies.
Several studies in cross cultural and inter-
national management have already focused
on the impact of cultural differences between
home and host country on various strategic
decisions, such as the choice among alterna-
tive entry modes, knowledge transfer, or the
success of foreign operations (e.g. Bhagat et
al., 2002; Kogut and Singh, 1988; Li and
Guisinger, 1991;). However, a large majority
of the extant research has been using
Hofstede’s (1980) cultural typology to set up
conceptual and empirical distinctions. Yet,
Hofstede’s dimensions do not capture the
broader political ideologies or permit an
understanding of other aspects of culture,
and present only a partial perspective that
needs to be enriched with complementary
‘culturally-based’ constructs. Disaggregating
the broad ‘culture’ term, we identified one
cultural dimension, political culture, which
has been overlooked in extant research but
which is likely to be particularly useful for
examining firms’ internationalization strate-
gies.

Our approach, which focuses on the role
of the cultural environment in firms’ choice
of strategy, is consistent with traditional
research on the influence of national culture
on strategy and the idea that firms’ strategies
are determined within home country con-
straints and in partial disregard for an effi-
ciency rationale (DiMaggio and Powell,
1983). Decision-makers are not necessarily
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fully rational and do not comprehensively
use objective criteria (Simon, 1957) in evalu-
ating home and host country characteristics.
On the contrary, firms’ strategic decisions
are likely to be partly driven by the political
culture in which firms are embedded. In
particular, home country attitudes towards
in-group (i.e. one’s own nation) and out-
group (1.e. other nations) can, at least in part,
determine the internationalization strategies
pursued by firms. As suggested earlier, firms’
strategic choices, as influenced by the politi-
cal culture environment, may prevent them
from entering new markets and exploring
new opportunities. For instance, although
expanding to new markets may be in the
firms’ best interest, firms in nationalist envi-
exploitation-type
strategies due to some hostility towards other

ronments may choose
nations, people, or products. These firms
may lose the opportunity to augment their
capabilities through an exploration strategy.

This paper also contributes to existing
research by linking a specific dimension of
culture to firms’ strategies while drawing a
connection between political culture environ-
ment and the choice of entry modes selected.
To the best of our knowledge, this is the first
piece of research to undertake this task and
introduce political culture to the inter-
national strategy and cross cultural manage-
ment research. This undertaking can provide
a better understanding of a variety of
decisions (e.g. location, hiring, procuring, or
marketing decisions) given by firms expand-
ing internationally.

Nevertheless, this article is not without
limitations. We extended a concept that is
essentially at the individual level (i.e. the
political culture of each individual) to argue
that we can distinguish countries and, hence,
the individual decision-makers in organiza-
tions embedded in these countries on the
basis of an average cultural tendency of the
population. In other words, the assumption is
that the belief and value systems of decision-
makers within organizations represent the

cultural values of markets defined by nation-
ality (Ronen and Shenkar, 1985). However,
researchers need to proceed with caution
when imputing to specific firms, or decision-
makers in these firms, any characteristic
specific of a broader environment since not
all individuals of the same nation are likely to
carry the same cultural imprints to an equal
degree. Arguably nationalities alone are
msufficient proxies to fully capture the com-
plexity entailed in cultural constructs.

Future research should examine the rela-
tionships proposed in this article by focusing
on how home country political culture
mnfluences firms’ strategies. These strategies
may include those regarding the selection of
strategic alliance partners, markets to enter,
hiring, use of home country nationals or
expatriates to manage foreign subsidiaries,
organizational structures, and the degree of
adaptation of products and services. Empiri-
cal work can be conducted through survey
methodology using existing scales to measure
nationalism, patriotism, internationalism,
and cosmopolitanism as well as to capture
the type of internationalization strategy
(exploration and exploitation) firms pursue.
Some instruments already exist to assess
political culture (e.g. Ferguson, 1967; Koste-
rman and Feshbach, 1989; Levinson, 1957;
Sullivan et al., 1999) and some work has
already been done in the area of inter-
(see,
Balabanis et al., 2001) which may serve as a

national marketing for example,
solid point of departure for the development
of surveys. The primary data obtained
through survey methodology can also be
combined with secondary data on firms’
modes of foreign expansion. To assess firms’
propensity for engaging
and/or exploitation strategies, existing sur-

in exploration

veys In strategic management research or
other scales, such as those measuring novelty
seeking and openness to experience (as a
proxy for exploration strategy), may be use-
ful.

Future research could also examine how
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individuals’ and populations’ political culture
shifts over time as a result of, for example,
exposure to foreign markets and agents. It is
possible that higher worldwide economic
integration may be favoring internationalist
and cosmopolitan cultures while firms may
continue to need to adjust their market offer-
ings to satisfy a heterogeneous population
(Levitt, 1983). In addition, following sugges-
tions by Flango and Brumbaugh (1974),
Balabanis et al. (2001), and Cannon and
Yaprak (2002) that political culture dimen-
sions are not in themselves entirely uni-
dimensional, future research may consider a
disaggregated view of each dimension to gain
a better understanding of their impact on
firm strategy and decision-making processes.
For example, it is possible that nationalistic
feelings are stronger when referring to
foreign people or foreign firms than when
referring to foreign products, values, norms,
attitudes and behaviors.

Furthermore, although not explored in
this paper, the magnitude of differences
between the political cultures of the domestic
and host environments (i.e. home—host coun-
try political culture distance) may affect the
choice of entry mode. However, this effect is
likely to be particularly pertinent in some
mstances which the traditional concept of
cultural distance (e.g. Kogut and Singh,
1988) does not capture. For example, firms
operating in a nationalist political culture
may face more severe difficulties entering an
equally nationalist environment than when
entering an internationalist or a cosmopoli-
tan environment because in these instances
the cultural clash is likely to be more pro-
nounced. Hence, future research can seek to
understand how home-host country political
culture distance affects the choice of foreign
entry mode.

The arguments presented in this article
have implications for practitioners. In par-
ticular, firms may partly buffer from the
influence of home country political environ-
ment through their hiring decisions. Firms

may assess potential job candidates, especi-
ally for the management level, on these cul-
tural dimensions, and seek the best fit with
the internationalization strategy aimed at.
Firms can also search for job candidates who
have a broader international experience and,
thus, perhaps a more internationalist or
cosmopolitan perspective towards economic
and political matters. Individuals who have
lived, studied, or worked outside their home
nation will have been more exposed to other
cultures, tend to speak foreign languages,
and so forth. They are also more likely to
have internalized cosmopolitan attitudes and
behaviors. In addition, firms may hire
expatriates both for home and host-based
operations to overcome potential nationalist
orientations.

In conclusion, the dominant political
culture of the home country may play a role
in shaping firms’ internationalization strate-
gies and the choice of entry mode through
which strategy is executed. In this paper, we
extended the analysis of the impact of culture
on firms’ strategies beyond the traditional
utilization of culture to capture the political
aspect of culture. Management and cross cul-
tural research may benefit from this analysis
as it emphasizes an important element of cul-
ture — one that relates to what one thinks
about his or her nation and the attitudes and
behaviors that follow this understanding.
The extent to which political culture is a
determinant of firms’ managerial and strate-
gic decisions warrants additional investiga-
tion.
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