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ABSTRACT 

 For companies pursuing global expansion, knowledge of the cultural dimensions of target countries 

is critical. In this paper, Hinkes and Chapman compare Geert Hofstede’s Model of National Culture to 

Hinkes’s Global Cultural Theory and apply the two globalization theories in an analysis of cross-cultural 

globalization opportunities for Denso Manufacturing Corporation. In addition, the authors demonstrate 

how the global economy, diversity, and managerial play a strong role in international business using 

China as an example.  
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INTRODUCTION  

 Are you pursuing success in globalizing your company?  Before getting involved too deeply and 

making critical mistakes investing your resources, consider conducting a critical evaluation of the 

countries or societies in which you want to expand. Using global cultural theories developed by Drs. 

Geert Hofstede and Dave Hinkes will provide you with a quick look at the dimensions of cultures with 

which you may be required to contend.  While Hofstede focuses on cultural and human factor 

differences, Hinkes categorizes the economic factors that have a significant impact on a company’s 

success in different countries.  An organization’s careful selection and evaluation is key to its successful 

decision-making and resource allocation. Both theories interact and correlate with one other. What 

follows is a summary of the Hofstede theory and then Hinkes’ economic dimensions and a comparison of 

the two models. 

Hofstede’s Model of National Culture 

 From 1967 through 1973, while Hofstede was a psychologist for IBM, he analyzed a large database 

of employee values scores collected from more than 100,000 IBM employees in 64 countries.  This data 

became the basis for Hofstede’s Model of National Culture, which is categorized in five dimensions, as 

illustrated in Figure 1: 

 

Figure 1 : Hofstede’s Model of National Culture 

 The first dimension of Individualism (IDV) versus its opposite, Collectivism, is the degree to which 

individuals perform in a group setting.  Individualism values individual freedom and self-expression and 

adheres to the principle that people should be judged by their individual achievements rather than by 

their social background or group efforts. On the other hand, Collectivism values subordination of the 

individual to the goals of the group and adheres to the principle that people should be judged by their 

contributions and loyalty to the group.  These different thinking patterns suggest managers and leaders 

should find different ways to challenge employees to achieve company goals. 

 The Power Distance Index (PDI) is the extent to which the less powerful members of organizations 

accept and expect that power is distributed unequally.  In other words, it is the degree to which societies 

accept the idea that inequalities in the power and well-being of their citizens are due to differences in 

individuals’ physical and intellectual capabilities and heritage. For example, the Philippines may be 

perceived as a high power distance country where the gap between rich and poor is large because 

workers who are professionally successful can pass wealth on to their children. 
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 There are two different worldviews to value in daily life or in the workplace: achievement 

orientation versus nurturing orientation.  While the United States acknowledges more assertiveness, 

performance, success, competition, and results, some European countries, such as Sweden and The 

Netherlands, value the quality of life, warm personal relationships, and services and care for the weak.  

This particular element replaced the original Hofstede element, Masculinity (MAS), in which he 

analyzed the countries by referring to the distribution of roles between the genders. 

 Next, Uncertainty Avoidance Index (UAI) suggests that societies or individuals differ in their 

tolerance for uncertainty and risk.  Uncertainty avoiding cultures such as Japan try to minimize the 

possibility of these situations by instituting strict laws, rules, and safety and security measures.  

Conversely, societies who are low on the Uncertainty Avoidance scale tend to be easygoing and more 

diversified in values and beliefs.  

 The values associated with Long-Term Orientation (LTO) are patience and perseverance, while the 

values associated with Short-Term Orientation are respect for tradition, fulfilling social obligations, and 

protecting one’s face.  Japan is anexcellent example of a long-term oriented country where lifetime 

employment is a norm and also a way to the success of individual and company goals. 

Hinkes’s Global Cultural Theory 

 By expanding Hofstede’s theory, Hinkes branched out the theory to five other global cultural 

evaluation factors: 

1. Economic 

2. Human Factor 

3. Employment 

4. Remuneration   

5. Reward  

 Economic factors are found in developed, underdeveloped, and undeveloped countries. Either 

developed or undeveloped countries can contribute to successful globalization. Managers must recognize 

the economic strengths and weaknesses of the country before entering into a business relationship 

because business strategies must be defined quite differently based on the developing scale. 

 Human factors can be examined by demographics, socioeconomic status, age, gender, race, ethnic 

background, religion, sexual orientation, and capabilities and disabilities.  Understanding, planning, and 

controlling for the increasing diversity of the workforce and customer base is essential to the global 

business’s success. 

 Organizations desiring to expand internationally must be acquainted with the employment status of 

the country: unemployment, underemployment, or employment.  Based on the country’s unemployment 

rate, managers can more effectively evaluate the range of workforce availability.  Also,the current 
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unemployment rate may provide insight to the extent of individual willingness to seek and maintain a 

job. 

 Remuneration is a critical factor in international business expansion, and organizations must adapt to 

the pay and compensation structures already in place in target countries.  For example, medical benefits 

are considered to be the second-most important part of pay structure in the United States where the 

healthcare system is not considered well developed.  On the other hand, medical benefits are considered 

to be fringe benefits in such countries as Japan and some European countries where the government 

supports a well established health care system. 

 Finally, the reward system is a key element to improve employee motivation.  Managers must define 

the most popular ways for rewarding employees in each country in accordance with cultural customs and 

expectations.  The reward system can be implemented as recognition, monetary rewards as bonus, award 

presentation, and other various tools. 

ANALYSIS 

 Globalization can often be seen in two different business functions: manufacturing and marketing.  

Should we market products and services globally?  Should we manufacture products somewhere in 

foreign countries?  Should we manufacture and then market the products locally and/or globally?  Prior 

to the country and culture analysis based on the two global cultural theories developed by Hofstede and 

Hinkes, the company’s global strategy can be defined as illustrated in Figure 2: 

 

Figure 2 : Global Business Strategy Scope Definition 

 For instance, Nokia, the world’s largest manufacturer of mobile telephones who recorded 39% 

global device market share in Q4 2009, expanded its factories in China by introducing its ownChina-

specific models with software that allows the Chinese customers to write Chinese characters with a 

stylus.  As a result, Nokia sold 27.5 million handsets in China in 2005 which tripled the sales from 2003.  

Nokia China is a prime example of manufacturing globally and targeting the sales market in the specific 

manufacturing location. 
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 Furthermore, the business strategy must define the business expansion structure and what degree of 

risk an organization should be willing to take. There are four major structures to expand business 

internationally, as illustrated in Figure 3: 

 

Figure 3 : International Business Expansion Risk Scale 

 Depending upon the level of foreign involvement and investment, the degree of risk can be lower to 

higher (George, 2009). 

 The business strategy can vary greatly based on what the organization wants to globalize.  Do we 

seek another market in foreign countries because products or services can be easily recognized and 

valued by customers in foreign countries?  Do we seek another manufacturing location globally by 

looking for a workforce at competitive labor costs?  Manufacturing globalization involves equipment, 

technology, engineering, product design, facilities, and human development and training.  The Hofstede 

and Hinkes theories are more beneficial when they are applied to the long-term commitment of the 

interaction and development of human resources. 

 This study narrowed the scope of applying the theories by focusing the application on wholly owned 

foreign subsidiaries or joint ventures of manufacturing.  In short, the flowchart in Figure 4 demonstrates 

the steps to be utilized to analyze and evaluate the countries for seeking successful manufacturing 

globalization: 



Mr.Dave Hinkes and Mr.Noriko Chapman 

  

 

62

 

Figure 4. Manufacturing Globalization Analysis and Decision Making Flowchart 

 Once a company sets a globalization strategy based on the amount of investment and risks to take, 

we use the two theories to evaluate countries and find appropriate ways to approach. 

INTERPRETATION 

 Some of Hofstede’s theory data were summarized and compared to one of Hinkes’s elements: 

economic development level.  We analyzed and compared Hofstede’s five elements (IDV, PDI, MAS, 

UAI and LTO) in eleven countries where Denso Manufacturing Corporation operates manufacturing 

facilities, as illustrated in Figure 5.   
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Figure 5 : Comparison of Hofstede’s Model of National Culture to Hinkes’s Global Cultural 

Theory 

 Figure 6illustrates the summary of Hofstede’s index scores for the countries selected to apply and 

examine his theory based on the interviews with Denso senior managers.  Some similar patterns are 

found in the cultural dimensions by the groups of countries: 

 

Figure 6. Hofstede’s Index Comparison and Similarities Among Selected Countries 
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 The United States and Australia are developed countries with very similar index figures in all five 

areas as highlighted in yellow also in Figure 6.  Japan, France, Spain, and Korea are also developed 

countries and similar in some areas highlighted in light blue in Figure 6.  Some index figures are scored 

opposite to the United States or Australia.  Overall, we recognize that the developing countries show 

large fluctuations of all five indices. 

 Thailand is unique with its two highest Hofstede rankings being equal at 64 for PDI and UAI. The 

high Power Distance indicates that a high level of inequality of power and wealth within the society, 

which is accepted by the society as a part of itscultural heritage.  Thailand’s lowest dimension is 

Individualism at 20, which indicates that the society is Collectivist as compared to Individualist.  This 

dimension also suggests a long-term commitment to the member in a family, extended family, or 

extended relationships.  The characteristics are often found in the Buddhist-Shinto societies such as 

Taiwan and Japan(Itim, 2009). 

 Seiji Nehashi, who is the Executive Coordinator of Denso Manufacturingin Tennessee,has 25 years 

of experience with one of the largest global automotive components manufacturing companies. 

Nehashisupports the idea of choosing Thailand as one of successful globalization manufacturing 

locations after he was engaged in the management of several international manufacturing plants.  

Nehashi shares his experience and says that a key to successful globalization is for all local members and 

an investing group to function as a team, develop a close communication system, and seek similar goals 

and objectives.   Although such underdeveloped countries as Thailand may take time to find and nurture 

leadership to the global Denso’s[whose/which?]expectations, people in those countries are typically 

eager and appreciative to learn something new and are easy to train.  These characteristics are mainly 

passed down from Buddhist tradition(S. Nehashi, personal communication, April 30, 2010). 

 jOn the contrary, the developing countries show a high range of Collectivism and high Power 

Distance and are highlighted in green in Figure 6.This may indicate an opportunity for managers to 

implement a teamwork oriented taskforce with strong leadership. 

 Based on this interpretation, several Asian countries exhibit potential for expansion of 

manufacturing opportunities .  For further analysis, China was selected to demonstrate the analytical flow 

of Hinkes’s and Hofstede’s theories.  China has been enjoying rapid economic growth within the nation 

in export as well as import business, especially during the last three to five years.  What were the global 

advantages for China to be one of most successful countries?  After the rapid growth, do we see more 

opportunities to make a further investment? 

China 

 Economic Based on the 2009 gross domestic product (GDP) real growth rate, China shows an 

increase in value of all final goods and services produced within the nation in 2009 at 8.7%, the third fast 

growing countries in the world (Wikipedia, 2010). The People’s Republic of China was a centrally 

planned economy from the nation’s founding in 1949 to late 1978.  After Mao Zedong’s Great Leap 

Forward to promote the country towards a modern, industrialized, communist society and the Cultural 
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Revolution, Deng Xiaoping and the new Chinese leadership began to reform the economy and move to a 

market-oriented mixed economy under one-party rule.  China’s economy is mainly based on a market 

economy by private property ownership.  A wide variety of small-scale enterprises were encouraged 

while the government relaxed price controls and promoted foreign investment.  

 Human factor. China is the most populous country in the world with over 1.3 billion people in 56 

officially reported ethnic groups.  However, China has alargepopulation with a relatively small youth 

cohort, which is the result of the China’s one-child policy. There are dozens of major cities, including 

three global cities of Beijing, Hong Kong, and Shanghai.   

 Employment An unemployment rate for China was reported at4.3% as of January 2010, while the 

U.S. rate was9.7% as of March 2010. 

 Remuneration By 2005, there were signs of stronger demand for labor with workers being able to 

choose employment that offered higher wages and better working conditions. Minimum wages began 

rising toward the equivalent of $100 U.S. permonth as companies scrambled for employees, with some 

paying as much as $150 per month (Wikipedia, 2010). The labor shortage was partially driven by 

demographic trends.  In August in 2007, the minimum wage a young unskilled factory worker could be 

hired at had increased to $200 per month with experienced workers commanding more. There was strong 

demand for young workers willing to work long hours and live in dormitory conditions, while older 

workers, especially those over forty, were considered unsuitable. 

 Reward The structuring of salaries and handling of payments is only one aspect in the larger topic 

of workforce management in China. Subsequent articles will focus on issues relating to individual 

income tax, the labor contract law, outsourcing of non-core operations and mandatory benefit payments. 

All of these factors should be understood clearly by investors if they hope to build a strong, stable 

workforce that can effectively compete in the Chinese marketplace (Livermore, 2008). 

 Hofstede’s Analysis for China. Chinahasasignificantly higher Power Distance ranking of 80 as 

compared to the other Asian countries' average of 60 and the world average of 55. This confirmsa high 

level of inequality of power and wealth within the society. The highest-ranking factor is Long-term 

Orientation (LTO) (118), which is true for all Asian cultures including Japan and Thailand. The Chinese 

rank lower than any other Asian country in Individualism (IDV), at 20 as compared to an average of 24. 

This may be partially attributed to the high level of emphasis on a Collectivist society by the Communist 

rule, rather than one of Individualism. Loyalty can be easily seen in a Collectivist culture. The society 

fosters strong relationships where everyone takes responsibility for fellow members of their group (Itim, 

2009). Figure 7 shows a visual comparison of Hofstede’s Cultural Dimensions for China: 
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Figure 7 : Geert HofstedeTM  Cultural Dimensions – China (Itim, 2009) 

 The cultural dimensions made large contributions to the successful globalization in the past.  

However, Hinkes’s economical dimensions gave some insights intoChina becoming limited to workforce 

at competitive labor costs.  

CONCLUSIONS 

 The quick definition of successful globalization is to produce good quality products at competitive 

prices.  Underdeveloped countries can be easily recommended for manufacturing locations at 

competitive prices as long as the products do not require advanced technology, constant upgrades on the 

manufacturing equipment, and workforce training.  If the products are highly technological, the 

developed countries such as the United States are better able to adapt to rapidly changing manufacturing 

technology.  Once technology is well established, the manufacturing locations can be transferred to the 

underdeveloped countries. 

 In summary, companies are challenged to expand their markets of products and services globally to 

increase revenues.  It is a managerial responsibility to evaluate in which countries to invest and to 

determine and develop goals and strategies to expand business globally and successfully.  In-depth 

research of the cultures is essential to entertain the decisions.  Hostede’s and Hinkes’s theories are 

powerful tools that allow managers to compare the organizational strengths, weaknesses, environmental 

opportunities, and threats in order to expand most effectively. 
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