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Abstract

This paper analyses a study of the influence of “cultural distance” on the
internationalisation of Spanish hotel companies. To define “cultural
distance” we rely on Gesteland’s model which allows measurement of
this for each destination. Interpretation of the behaviour of people in a
given country involves certain especially relevant variables. We refer to
the variables deal-focus or relationship-focus cultures, formal or
informal cultures, rigid-time or fluid-time cultures and expressive or
reserved cultures.

As a goal, we propose to discover if these have a measurable influence,
how “cultural distance” affects choice of a destination at which to
internationalise a chain, and if countries chosen by Spanish hoteliers
are more culturally compatible with Spain. The results of this study
support the conclusion that cultural distance should be taken into
account in studies of internationalisation of hotels.

Keywords: Cultural distance, strategic management,
internationalisation, Gesteland’s model, country risk, hotel Industry.

1. Introduction

The current economic environment experienced by companies
is turbulent, dynamic and complex. Authors such as Duncam
(1972), Dess and Beard (1984) and Mintzberg (1984) use
different variables to explain this global market turmoil.
Globalisation has clear implications for the activities of
companies. An international strategy is sometimes the key to
success in the market today (Pla & Leon, 2008). Jarillo (1990)
emphasises that an “internationalisation strategy” must be
taken into account when companies think about development
or growth strategies.

Multinational companies perform some of their activities in
different countries due to legislation differences and lower
costs of production. Taking into account cultural differences
between countries will make the investment decision abroad
more successful (Pla & Leon, 2008).

Entering the market in other countries is conditioned by a number
of variables that must be kept in mind when selecting the target
country, although an adequate return on equity (ROE) is also
essential to making this decision (Gémar & Jimenez, 2013).

We define “cultural distance” as the degree to which cultural
norms in a subsidiary are different from those of its parent
company (Kogut & Singh, 1988). There are some empirical
studies about decisions to expand internationally using
“cultural distance” as a variable. Drogendijk and Slangen
(2006), using Holland as a reference country, analyse “entry
mode”, creating a new company or acquiring local companies.
Kim and Gray (2009), using Korea as a reference, study the way
companies begin in a new country. Similar analysis has been
done by Morschett, Schramm-Klein and Swoboda (2008) and
Lépez-Duarte and Vidal-Sudrez (2010), with Germany and
Spain as reference countries, respectively.

Through the calculation of "country risk", we can identify the
risks of international businesses and investments. We have to
evaluate political risks in the short, medium and long term as
well as business risks in each country. This variable usually
appears highly correlated with cultural distance (Harzing,
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2003). “Country Risk” is defined through the study of the
political and main economic indicators in each country.

At the same time "political diversity” and "geographical
distance" usually appear to be strongly related with "cultural
distance"” (Dow & Karunaratna, 2006). The analysis of cultural
differences between countries has been studied in business
economics, so this is the key to succeed in business abroad (Pla
& Leon, 2004). To calculate cultural distance, the authors focus
their study on different dimensions.

Hofstede (1980) studies “cultural distance” in six dimensions:
power distance, uncertainty avoidance, masculinity versus
femininity, individualism vs. collectivism, long-term vs. short-
term orientation and indulgence versus restraint. Kogut and
Singh (1988) supported the work of Hofstede (1980), developing
indicators to calculate cultural distance between countries. On
the other hand, Schwartz (1994) distinguishes only three cultural
dimensions: commitment versus autonomy, hierarchy versus
equality and mastery versus harmony.

Another model is the cultural differences of Trompenaars and
Hampden-Turner (1997). They identify seven dimensions:
universalism versus particularism, specificity versus holism,
individualism versus collectivism, interior versus exterior
orientation, sequential time versus synchronous, acquired
versus inherited status and equality versus hierarchy.

Gesteland’s (1999) model introduces four dimensions: deal-focus
versus relationship-focus, formal versus informal cultures, rigid-
time versus fluid-time cultures and expressive versus reserved
cultures. Most papers use different reference countries and focus
on studying the choice of entry mode (Kim & Gray, 2009; Morschett
etal, 2008; Lépez-Duarte & Vidal-Suarez, 2010).

It is important to note that there are very few studies on the
intensity of the input related to cultural distance. Ng, Lee and
Soltar (2007) use Australia as a reference. At the same time,
there are few studies about hotels, and studies always look at
“entry mode” using the Hofstede model to calculate “cultural
distance” (Pla & Leon, 2001; Ramén, 2001; Furié & Alonso,
2007; Berbel-Pineda, Criado Garcia-Legaz & Puig-Blanco,
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2007). However, we seldom find studies using “cultural
distance” as an independent variable to explain “entry mode
intensity”. In addition, there are no empirical studies where
“cultural distance” is measured with Gesteland’s model.

2. Gesteland’s model

Richard Gesteland (1999) is an expatriate with about 30 years
of experience in understanding the behaviour of people
according to the different cultures of each country. He argues
that a thorough knowledge of the customs of each culture helps
build success in international business.

Gesteland (1999) distinguishes two rules of international
business:

The first rule is that in international business, the seller is
expected to adapt to the buyer. In an international transaction,
for the buyer cultural differences are less important. The buyer
wants to negotiate the best deal.

If it is not a buy-sale transaction, and someone is visiting a
foreign country to negotiate a joint venture or strategic alliance,
rule number two comes into play. The second rule is that in
international business, visitors are expected to observe local
customs. This is not to merely mimic local behaviour but
instead refers to being aware of local sensitivities and, in
general, honouring local customs, habits and traditions.

With the information he obtained in different countries,
Gesteland (1999) prepared a guide on how to understand other
cultures and minimise conflicts between parties. Gesteland
(1999) developed four dimensions to characterise the culture
of each country:

1. Deal-Focus vs. Relationship-Focus.

2. Formal vs. Informal Cultures.

3. Rigid-Time (Monochronic) vs. Fluid-Time (Polychronic)
Cultures.

4. Expressive vs. Reserved Cultures.

1. Deal-Focus vs. Relationship-Focus.

This is the main dimension according to Gesteland (1999), used
to catalogue different cultures in business. Deal-focused
cultures are task-oriented. For them, it is not difficult to
establish contact with strangers. It is essential to express
themselves clearly. Many problems are solved by phone or e-

mail. Disagreements are resolved in writing. Nordic and
Germanic countries, North America, Australia and New Zealand
belong to this group.

On the other hand relationship-focused cultures, centre on the
people with whom they are negotiating. Prior contact is preferable
to do business since it is difficult to close a deal with a stranger. The
language used is indirect. The Arab World, most of Africa, Latin
America and Asia are examples of this group.

2. Formal vs. Informal Cultures:

For formal cultures formality in communication is a way of
showing respect. Differences in position and status for people
are valued. Academic degrees or doctorates are taken into
account. Most of Europe and Asia, the Mediterranean Region
and the Arab World and Latin America countries are examples.

In informal cultures, informal behaviour is not considered
disrespectful. The United States, Australia, Canada, New
Zealand, Denmark, Norway and Iceland are informal cultures
according Gesteland (1999).

3. Rigid-Time (monochromic business) vs. Fluid-Time
(polychromic business) Cultures:

For rigid-time cultures, time schedules and punctuality are very
important. Deadlines are rigid and meetings are usually not
interrupted. Clear examples are Nordic and Germanic Europe,
North America and Japan.

But for fluid-time cultures, people and relationships are more
important than timeliness or required programming. The Arab
World, most of Africa, Latin America, South and Southeast Asia
belong to this group.

4. Expressive vs. Reserved Cultures:

For expressive cultures, talking loudly is normal. They often feel
uncomfortable with silence. In conversation, there is little
interpersonal distance and there often tends to be physical contact.
People look straight in each other’s eyes and this is indicative of
sincerity. Hands move a lot while talking. This is characteristic of the
Mediterranean Region, Latin Europe and Latin America.

However, in reserved cultures people talk quietly. Some
interpersonal distance should be expected. Generally continuous
visual contact is avoided. Hand and arm gestures are few. East and
Southeast Asia, Nordic and Germanic Europe are examples.

We summarise Gesteland’s model in table 1:

Table 1 - Gesteland’s model

Deal-Focus /

Relationship-

Formal / Rigid-Time / Reserved /

COUNTRIES Focus Informal Fluid-Time Expressive
India, Bangladesh, Indonesia,

GROUP Malaysia, Vietnam, Thailand,

1 Philippines R F F R
GROUP jJapan, China, South Korea,

2 Singapure R I R R
GROUP saudi Arabia, Eyipt, Greece,

3 Brazil, Mexico R F F I
GROUP

4 Russia, Poland, Rumania R I F E (moderately)

GROUP France, Belgium, Italy,
5 Spain, Hungary

D (moderately)

F R (moderately) E

GROUP
6 The Baltics States D (moderately) F R (moderately) R
Britain, Denmark, Finland,
GROUP Germany, The Netherlands,
7 Czech Republic D I' (moderately) R R
GROUP
8 Australia, Canada, USA D | R E (moderately)

Source: adapted from Gesteland (1999).
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3. Methods

A study was performed of Spanish hotel chains with some
property abroad in 2011. The data were obtained from
Hosteltur (2011, 2012) and Gémar and Jiménez (2013). In
2011, there were 61 Spanish hotel chains abroad with at least

was reduced to 49 Spanish hotel chains with hotels abroad in
2011. A total of 881 hotels with 113,056 rooms.

The objective was to analyse the intensity of the international
presence of Spanish hotels and its dependence on cultural
differences. A descriptive analysis of the data and some

one hotel. Specifically, 915 hotels and 231,738 rooms. contrasts between groups was performed. Analyses were
performed using the Statistical Package for Social Sciences

Those hotels located in countries not specifically mentioned in version 15.0 (SPSS 15.0) for Windows.

Gesteland’s study were removed from the sample. The sample

Table 2 - Hotel chains abroad, number of hotels, number of rooms and groups from Gesteland’s model.

Hotel chains abroad nestab11 nhabl1l Group1l Group2 Group3 Group4 Group5 Group6 Group?7 Group8
MELIA HOTELS INTERNAT. 151 16204 1597 685 8076 0 1196 0 4148 502
NH HOTELS 224 31332 0 0 2040 254 10804 0 17992 242
RIU HOTELS 67 9129 0 0 8845 0 0 0 0 284
BARCELO 114 17810 0 0 5811 0 0 0 3399 8600
IBEROSTAR HOTELS & RE. 61 6866 0 0 6816 0 50 0 0 0
BAHIA PRINCIPE 15 2568 0 0 2568 0 0 0 0 0
FIESTA HOTEL GROUP 17 3278 0 0 2730 0 548 0 0 0
OCCIDENTAL HOTELS 15 2039 0 0 2039 0 0 0 0 0
GRUPO HOTUSA 44 3006 0 0 248 0 1489 0 1108 161
BE LIVE HOTELS 12 689 0 0 689 0 0 0 0 0
SIRENIS HOTELS & RESOS. 6 1464 0 0 1464 0 0 0 0 0
PRINCESS HOTELS 6 1492 0 0 1492 0 0 0 0 0
HOTELS OASIS 7 3124 0 0 3124 0 0 0 0 0
HOTELS CATALONIA 9 1575 0 0 1320 0 255 0 0 0
GRUPO BLUEBAY 9 1377 0 0 1377 0 0 0 0 0
CELUISMA 15 230 0 0 230 0 0 0 0 0
LEPESAN HOTEL GROUP 11 1611 0 0 0 0 0 0 1611 0
H10 HOTELS 8 1463 0 0 906 0 181 0 376 0
HUSA HOTELS 15 505 0 0 0 0 374 0 131 0 .
VINCCI 10 99 0 0 0 0 0 0 0 99 1
HOTELS SANDOS 3 1596 0 0 1596 0 0 0 0 0 .
AC HOTELS BY MARRIOTT 12 1148 0 0 0 0 1148 0 0 0 |
IBB HOTELS 6 628 0 0 0 327 0 0 301 0 |
VALENTIN HOTELS 1 540 0 0 540 0 0 0 0 0 .
HOTELS GLOBALES 4 98 0 0 0 0 98 0 0 0 |
ABBA HOTELS 4 365 0 0 0 0 59 0 306 0 I
SERHS HOTELS 2 418 0 0 418 0 0 0 0 0 .
VIME 2 58 0 0 0 0 58 0 0 0 |
ROOM MATE 4 245 0 0 62 0 0 0 0 183 .
OCA HOTELS 1 298 0 0 298 0 0 0 0 0 I
GAT ROOMS 3 178 0 0 0 0 38 0 140 0 |
DESBY HOTELS 2 234 0 0 0 0 94 0 140 0
SILKEN 1 214 0 0 0 0 214 0 0 0
ACTA HOTELS 3 40 0 0 0 0 40 0 0 0
HOTELS JALE 1 162 0 0 0 0 0 0 162 0
GRUPO REGINA HOTELS 2 44 0 0 0 0 44 0 0 0
AXEL HOTELS 2 87 0 0 0 0 0 0 87 0
HOTELRA POLLENSINA 1 124 0 0 124 0 0 0 0 0
HOTELS MONTEMAR 1 105 0 0 105 0 0 0 0 0
EIX 1 85 0 0 0 85 0 0 0 0
BALBOA HOTELS 1 85 0 0 0 0 85 0 0 0
IZAN HOTELS 1 80 0 0 0 0 80 0 0 0
IBERSOL 1 60 0 0 0 0 60 0 0 0
HM HOTELS 1 58 0 0 58 0 0 0 0 0
HOSPES INFINITE PLACE 1 57 0 0 0 0 57 0 0 0
MAJESTIC HOTEL GROUP 1 56 0 0 0 0 56 0 0 0
ALMA HOTELS 1 53 0 0 0 0 0 0 53 0
ECO HOTELS 1 53 0 0 0 0 53 0 0 0
CHIC & BASIC 1 26 0 0 0 0 0 0 26 0
881 113056 1597 685 52976 666 17081 0 29980 10071
100% 1% 1% 47% 1% 15% 0% 27% 9%

Source: Author
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The above descriptive analysis shows that 63% of hotels are
implemented in countries with few cultural differences: Groups
3,4, 5 and 6. However, Spanish hotel chains more often choose
Group 3 (47% of them), especially Mexico and Brazil, as
compared to Group 5 (15% of hotels), although the latter group
has a zero cultural distance from Spain. Group 6 has not been
chosen despite the absence of a significant cultural difference.
It is important to note that while there are no significant
cultural differences with Group 4, and it was expected that
chains would be in place there, the reality is that only 1% of
rooms are in these countries.

Note that there is great cultural distance with Group 7;
however, 27% of the rooms of the hotel chains outside Spain
are located in these countries, especially because of NH and
Melia implementations in Germany and the United Kingdom.

In the present study, the dependent variable (see Table 3) is
the "number of rooms in Spanish hotel chains abroad in
2011" in the countries studied by Gesteland (1999). Sections
of up to 100 rooms corresponds to low intensity. Between
101 and 1,500 rooms is moderate intensity and more than
1,500 rooms is considered high intensity abroad. Therefore,
the nhabtra variable takes the values of 1, 2 and 3
respectively.

Table 3 - Variables used

dependent variable

nhabtra Number of rooms abroad 1/2/3
independent variables

cd Cultural Distance from Spain quantitative
gesteland Gesteland’s group 1to8
Negotiation Deal-focus cultures 1/0

Negotiation Mode Moderately Deal-focus Cultures 1/0

Relacion Relationship-focus Cultures 1/0
Formal Formal Cultures 1/0
FormalMode Moderately Formal Cultures 1/0
Informal Informal Cultures 1/0
Flexible Fluid-Time Cultures 1/0
RigidMode Moderately Rigid-Time Cultures 1/0
Rigido Rigid-Time Cultures 1/0
Reservado Reserved Cultures 1/0
ExpreMode Moderately Expressive Cultures 1/0
Expresivo Expressive Cultures 1/0

Source: Author

Each of the dimensions of Gesteland's model were considered
independent variables in the first analysis. For the second
analysis, the "cultural distance" variable was constructed from
an evaluation of the four dimensions proposed by Gesteland
(1999).

For the econometric analysis, the ordinal regression model was
used to predict the value of the dependent variable and

coefficients of the independent variables which best predict the
value of the dependent variable were estimated. We used two
ordinal regressions.

The first analysis (Model 1) was done with variables Gesteland
(1999) identified as determinants of cultural distance. This
ordinal regression found all coefficients of the estimated
variables with high significance, which leads to the conclusion
that the variables are influencing the current deployment
abroad by Spanish hotel.

The second analysis (Model 2), was done with the variable
"cultural distance" constructed according to our
interpretation of Gesteland's model and the weight of each
of its dimensions. This was used as a calculation method of
the same weight for each dimension, except for the first
(deal-focus vs. relationship-focus) because analysis of
Gesteland’s (1999) model shows that the first dimension is
the most important. The first dimension was weighted by
the remaining double.

Table 4 was obtained with the cultural differences of each of the
eight groups with Group 5, which is Spain’s group. For the
countries of Spain’s group (Group 5), zero cultural distance was
determined.

Table 4 - Cultural distance between Spain and other
countries studied by Gesteland (1999)

COUNTRIES cd
India, Bangladesh, Indonesia, Malaysia,
GROUP 1 Vietnam, Thailand, Philippines 4
GROUP 2 Japan, China, South Korea, Singapore 4
GROUP 3 Saudi Arabia, Egypt, Greece, Brazil, Mexico 2
GROUP 4 Russia, Poland, Romania 3
GROUP 5 France, Belgium, Italy, Spain, Hungary 0
GROUP 6 The Baltic States 1
Britain, Denmark, Finland, Germany, The

GROUP 7 Netherlands, Czech Republic 5
GROUP 8 Australia, Canada, USA 5

Source: Author

Results are shown in Table 5 for Model 1. The estimated
coefficients should be interpreted as of high significance for all
variables.

Table 5 - Parameter estimates for ordinal regression in Model 1.

Model 1 -2 loglikelihood  Chi-Square gl Sig.
Constant 52.709
Elngl 30.622 22.088 6
Link Function: Logit.
Chi-Square gl Sig.
Pearson 6.746 6 .345
Deviation 7.256 6 .298

Link Function: Logit.

.001
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Estimated coefficients

Estimate Standard Error
Umbral [nhabtra = 1] -30.511 3.953
[nhabtra = 2] -28.431 3.968
Ubicacién [Nego=0] -17.644 2.324
[NegoMode=0] -14.282 1.922
[FormalMode=0] 17.297 1.453
[Flexible=0] -16.891 1.918
[Reservado=0] -15.594 .000
[ExpreMode=0] 2.049 1.180

Link Function: Logit.

Adjustment of Model 2 which relates the variables cultural
distance and intensity in the hotel internationalisation is
presented in Table 6. Positive relationships were found for the

Wald gl Sig. Confidence interval 95%

59.585 1 .000 -38.258 -22.764
51.324 1 .000 -36.209 -20.653
57.627 1 .000 -22.199 -13.088
55.238 1 .000 -18.049 -10.516
141.705 1 .000 14.449 20.145
77.560 1 .000 -20.651 -13.132
1 . -15.594 -15.594

3.014 1 .083 -.264 4.363

Source: Author

variables deal-focus cultures, moderately deal-focus cultures,
fluid-time cultures and reserved cultures.

Table 6 - Parameter estimates for ordinal regression in Model 2

Model 2 -2 log likelihood Chi-Square gl Sig.
Constant 46.935
Final 43.427 3.508 1 061
Link Function: Logit.
Chi-Square gl Sig.
Pearson 19.934 7 .006
Deviation 21.748 7 .003
Link Function: Logit.
Estimated coefficients
Estimate Standard Error Wald gl Sig. Confidence interval 95%
Umbral [nhabtra = 1] -461 .349 1.740 1 .187 -1.145 224
[nhabtra = 2] 1.241 377 10.821 1 .001 501 1.980
Ubicacion cd .205 11 3.422 1 .064 -.012 422

Link Function: Logit.

It is noted that the most important dimensions are deal-focus and
moderately deal-focus cultures. Group 5 is a moderately deal-focus
culture and there is, therefore, a positive relationship. The
remaining variables are significant and not necessarily indicative
of a relationship with Group 5, which includes Spain.

A significant cultural distance variable appears. However, the
model yields a positive relationship with a confidence interval
with an opposite sign for its upper and lower limits. The results
are not reliable in Model 2.

4. Conclusions

The dimensions that make up cultural distance in Gesteland's
model are explanatory of hotel internationalisation. However,
the existence of cultural distance does not mean that chains will
not internationalise in a particular country. Cultural distance
influences hotel internationalisation especially in the choice of
entry mode, which was shown as significant in many studies
such as Pla and Ledn (2001), Ramén (2001), Furié and Alonso
(2007), Berbel-Pineda et al. (2007), among others.

Hotel chains choose an entry mode that meets the cultural
requirements of the destination country. Cultural distance

35

Source: Author

should be taken into account, especially to find the best way to
reach an agreement in negotiations.

The main contribution of this paper is to work with Gesteland’s
model to measure cultural distance and not Hofstede’s model,
as several studies have done. It has also contributed in showing
no relationship to how companies specifically seek to choose
their entry mode, which has been demonstrated in many works.
What was of particular interest this time was the intensity of
entry.

In the internationalisation of hotel companies, it is important to
note some of the dimensions of Gesteland (especially the first
dimension of deal-focus) to help achieve successful
negotiations. However, cultural distance is significant in the
choice of entry mode but not necessarily while choosing in
which country to invest.
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