
Psychological distance in the process of internationalization 
 
The internationalization process arises with the aim of improving the profitability of companies 
whether by cost reduction based on the acquisition of productive resources, by international 
sales of services and products or even by the dispersion of the company’s activities throughout 
different countries also based on the limited size of the domestic market. However, during this 
process several obstacles may appear, like for instance the psychological distance. 
 
The psychological distance as a relevant factor in internationalization only began to be studied in 
the decade of the seventies, through the well-known Uppsala Model, which did not invalidate its 
existence before the development of the model. Given the fact that until today its definition is 
not consensual, one might say it’s all about cultural, lifestyle, traditions, language and 
geographical distance differences, that sometimes are not well evaluated. 
 
Due to the general trend towards risk aversion next to the companies, these choose to initiate 
their internationalization process with markets with a smaller psychological distance as they’re 
similar to the country of origin. Similar markets usually are less risky, but that doesn’t mean they 
the most geographically close. 
 
Does this mean managers should just opt for psychologically close markets? Not exactly, as they 
might not prepare well enough to go international. The bigger the psychological distance 
acknowledged by the managers regarding certain foreign markets make them search more 
information and prepare better for the entrance in those markets, which leads to a better 
understanding about the existing opportunities.  These results become more noticeable when 
the country of origin is emerging, and the host country is a developed market. The relation 
between the distance and cultural performance becomes positive.  
 
Therefore, one might consider learning and commitment as important elements in any 
internationalization process. There are no exact formulas to success yet is necessary to identify 
which differences cause distress to the entities.  
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