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Abstract The effect ofimmigration as a determinant of the import of cultural goods to Canada
is analysed. The period studied covers a time span of 15 years from 1996 to 2010 while utilising
data from 15 of Canada’s top trading partners for cultural goods. Empirical results suggest that
there are various significant determinants of cultural trade such as economic mass of the exporting
country, geographic distance and shared official common language. Furthermore, results suggest
that the stock of immigrants has a positive effect on imports of cultural goods to Canada. Empiri-
calresults are based on an augmented gravity model while using ordinary least squares method.
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1 Introduction

Over the last twenty years Canada’s trade in cultural goods has remained
relatively steady between its numerous key-trading partners such as the
United States, France and the United Kingdom. However, despite the domi-
nation of key trading partners, other countries such as China, Mexico and
India have steadily increased their balance of trade in cultural goods with
Canada, specifically in regards to imports. Between the years of 1996 and
2010 combined imports of cultural goods to Canada from China, Mexico
and India have more than quadrupled (Statistics Canada 2013b). Notably,
during the same period, the immigration from these countries has more
than doubled as well (Statistics Canada 20114d).

Canada has often been described as a mosaic of nationalities, which
can be confirmed by observing the population statistics (OECD 2013, He-
ad and Ries 1998). As a young nation with a vast geographical area and a
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relatively small population (3.7 people/km?) Canada has become what it is
today thanks to the substantial influx of immigrants from around the world
and their descendants. According to Statistics Canada (2011d) in merely 15
years the proportion of foreign-born population has increased from 17.4%
in 1996 to 20.6% in 2011, increasing in part due to foreign-born residents
from countries such as China, India, and South Korea more than doubling
over this period. Within OECD countries, Canada ranks sixth in the world
in terms of foreign-born population (OECD 2013). One spot behind New
Zealand, which has comparable statistics, which increased from 17.2% in
1996 to 22.4% in 2012 (OECD 2013). With a constant stream of new inhabi-
tants also comes the longing for familiar goods and diversification of trade.
When emigrating from other nations many people still keep and long for, to
a certain extent, their language and ties to the local culture (Girma and Yu
2002). Along with the immigrant population the import of cultural goods
have also increased over the same period of time from just over 3 billion to
over 3.7 billion with a peak of 4.1 billion in 2008 (Statistics Canada 2013a).
The relationship between immigration and the trade of cultural goods is
further discussed later in this chapter.

According to the 2011 National Household Survey there were people
from more than 200 ethnic origins living in Canada, with one in five resi-
dents being foreign born (Statistics Canada 2013a). The official promoting
of multiculturalism in Canada started in 1971 when it was the first country
in the world to adopt and thrive towards multiculturalism as government
policy (Government of Canada 2012). This policy of multiculturalism «en-
sures that all citizens can keep their identities, can take pride in their an-
cestry and have a sense of belonging» (Government of Canada 2012, ch. 2).

Researching the factors that influence the level of cultural trade, speci-
fically imports, between Canada and its constant top cultural trade part-
ners between the years 1996 and 2010 (Australia, Belgium, China, Fran-
ce, Germany, India, Italy, Japan, Mexico, Singapore, South Korea, Spain,
Switzerland, Taiwan and the United Kingdom) will give further insight into
whether immigration levels influence Canada’s imports of cultural goods
from specific countries. Although there are a fair amount of studies of the
relationship between immigration and trade (Head and Ries 1998, Dunlevy
and Hutchinson 1999, Girma and Yu 2002, Faustino and Peixoto 2013),
including one previous study focusing on Canada (Head and Ries 1998),
there is still very limited literature that centres specifically on immigration
and trade of cultural goods. Moreover, understanding the factors that drive
the import of cultural goods is not only interesting for policy makers but
also important in terms of recording the cultural diversity and Canadian
consumers.

There have been numerous studies investigating immigration and bilate-
ral trade between nations but only a handful focus specifically on cultural
goods. Despite the growing popularity of research in the field of cultural
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economics a study that focuses specifically on the relation between cultu-
ral trade and immigration seems to be missing. This research innovates in
two different ways: first it contributes to current research in international
trade of cultural goods by giving further indication of the factors influen-
cing the cultural imports and ultimately the consumption of cultural goods
from specific countries. Such information could eventually be used for
creation of cultural trade policies on cultural trade deficits and cultural
diversity. The main societal gain of this research is the focus of cultural
diversity in cultural consumption, which could be used by policymakers to
develop ad-hoc policies to preserve and sustain cultural diversity. Cultural
diversity and its sustainability are more and more relevant in a multi and
inter-cultural society.

Second, it innovates in the method, because the above mentioned rela-
tionship is investigated through the use of a linear regression model, spe-
cifically an augmented version of the gravity model which uses variables
such as the level of cultural goods imports, gross domestic product (GDP),
gross domestic product per capita (GDP per capita), immigration stock,
geographic distance, cultural distance and common official language.

This study aims to research whether the population of ‘first generation’
(Statistics Canada 2011b) Canadians (born in a foreign country) has an
influence on the level of cultural goods imported into Canada. In this
context, we refer ‘first generation’ as persons born outside the Canadian
boarders as citizen of foreign country and currently residing in Canada.

The structure of this paper is as follows. Paragraph 2 provides the aims
and the objectives of this research while Paragraph 3 presents an over-
view of the gravity model, which will be used in this study, and the pre-
sentation of variables proposed in this research. Empirical results of the
tests run are presented in Paragraph 4. Finally, the paper finishes with
Paragraph 5, which presents a discussion of the results, conclusions and
main limitations.

2 Aims and Objectives

This paper explores the relation between the import of cultural goods into
Canada from its constant top trading partners (Australia, Belgium, China,
France, Germany, India, Italy, Japan, Mexico, Singapore, South Korea,
Spain, Switzerland, Taiwan and the United Kingdom) between the years
of 1996 and 2010 and the number of first generation foreigners residing
in Canada (Statistics Canada 2011b; 2013a; 2013b). This relationship is
investigated through the use of a linear regression model, specifically an
augmented version of the gravity model which uses variables such as the
level of cultural goods imports, gross domestic product (GDP), gross do-
mestic product per capita (GDP per capita), immigration stock, geographic
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distance, cultural distance and common official language. It is important
to note that the United States of America has been excluded in this re-
search due to its dominance of trade in cultural goods with Canada. The
hypothesis of this research is:

H: The level of first generation immigrants in Canada have an effect on the
level of cultural goods imported into Canada for the years 1996 to 2010.

There have been numerous studies investigating bilateral trade betwe-
en nations. However, despite the growing popularity of research in the
field of Cultural Economics a focus on specifically cultural trade still re-
mains limited. This study aims to identify which factors and if possible to
what extent they influence the level of cultural trade, specifically imports,
between Canada and its top 15 cultural trade partners. In order to conduct
this research variables such as multicultural population make-up, cultural
dimensions and spoken languages, which are not traditionally considered
in most studies regarding bilateral trade, will be taken into account in
addition to further commonly used variables.

3 Literature Review

The definition of cultural goods varies immensely. It can include and exclu-
de goods from numerous of the cultural industries depending on the nation
or organisational definition. This study will exclusively use the definition
recognised by Statistics Canada due to this study’s focus on the import
of cultural goods into Canada. According to Statistics Canada cultural
goods include, «original and mass produced goods which contain culture
content.... Culture goods include creative goods that warrant intellec-
tual property rights and goods, which support creation, production or
transmission of other creative goods. Culture goods include books, maga-
zines, newspapers, postcards, calendars, films, videos, digital videodiscs
(DVDs), sheet music, compact discs (CDs), cassettes, vinyl long-playing
phonograph records (LPs), paintings (original and reproductions), photo-
graphs, sculptures, ornaments and figurines, architectural plans, designs
and drawings, advertising materials, museum exhibits, coin and stamp
collections, and antiques. Unrecorded media, such as blank CDs, are not
included». (Cultural goods - Statistics Canada 2012, ch. 1).
International cultural trade plays an important role in the world’s eco-
nomy. In 2002 it was recorded that 1% of total global trade was core cul-
tural goods (UNESCO 2005). Additionally, trade in cultural goods is one of
the most internationalised markets (Schulze 2003). Although this percen-
tage has remained relatively stable, household expenditures of culture and
leisure have increase substantially in the last 30 years in developed nations
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such as the United States, France, the United Kingdom and Canada (OECD
2007). According to Disdier et al. (2009) this growth in consumption and
ultimately rise in the imports of cultural goods can be explained by incre-
ases in income, the development of leisure and cultural tourism, as well
as revolutionary emergence of the Internet and information society.

Despite the growth of cultural economics there is limited academic li-
terature regarding the trade of cultural goods in relation to other sectors.
Earlier literature seems to focus predominantly on the bilateral trade of
cultural goods, especially between Canada and the United States. This
can be seen in Marvasti and Canterbery (1992) where they investigated
the determinants of bilateral trade between Canada and the United sta-
tes over a series of time between 1962 and 1987. This study specifically
focuses on the trade of cultural products such as recordings, periodicals,
books, and newspapers. Additionally, Kesten (1992) similarly focuses on
trade relations Canada and the United State by analysing provisions of the
North American Free Trade Agreement (NAFTA) for trade in Art. Marvasti
(1994) continues on a similar topic by investigating «the determinants of
intra-industry trade patterns in the world» (p. 135) and focusing on books,
newspapers, music recordings and film with data from 1985.

In regards to cultural goods and trade theory, Schulze (1999) investiga-
tes the extent to which new trade theory could be applied to explaining the
trade in Art. Schulze (1999) makes a clear distinction between unique and
reproducible art, choosing to focus solely on unique art such as sculptures
and paintings. This is due to his argument that unique art possesses fairly
different characteristics to reproducible Art.

In regards to international trade in general, not specifically focused on
cultural goods, there have been some studies focusing on variables such as
linguistic proximity, past colonial links and immigration. For example, Bois-
so and Ferrantino (1997) examines potential determinates of trade such
as economic distance, cultural distance, openness and linguistic proximity.
They extended the basic trade-flow gravity equation with dummy variables
indicating whether the trading partners share a common language and its
linguistic proximity, religion, and colonial past with most of them finding
that these variables have significantly positive effects on the magnitude
of international trade flows.

While Umana Dajud (2013) focuses on the impact of politics on trade
flows using empirical analysis. The empirical results indicate that political
differences have an impact on bilateral trade that is robust to a wide range
of econometric specifications. However, the impact of political differences
on trade flows vanishes when the costs of reducing the latter become fairly
important.

Similarly, Eichengreen and Irwin (1998) attempt to analyse the impact
of history on trade using the gravity model. According to these authors
both theory and evidence suggest that history plays a role in shaping the
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direction of international trade. Their approach innovated in the methodo-
logy because the standard gravity-model formulation neglects the role of
historical factors and suffers from omitted-variables bias. Because there
are reasons to anticipate a positive correlation between the predominant
direction of trade flows in the past and membership in preferential arran-
gements in the present, there may be a tendency to spuriously attribute
to preferential arrangements the effects of historical factors and to exag-
gerate the influence of the former.

Wagner et al. (2002) discuss immigration and trade, in their research
they use a gravity model to analyse bilateral trade patterns with a focus
on Canada. These authors analysed the link between immigration, imports,
and exports and estimated the immigrant effects for Canada using cross-
province variation in international trade and immigration patterns. What is
more, they derive an alternative functional form capturing the relationship
between immigration and trade based on the proposition that immigrants
use their connections and superior ‘market intelligence’ to exploit trade
opportunities that non-immigrants do not access.

One of the few papers that focus specifically on cultural trade is by
Disdier et al. (2009). Disdier et al. (2009) investigates the determinants
of bilateral trade in cultural goods between 239 countries between the
years 1989 and 2005. Their aim is to study whether the trade of cultural
goods differs from other goods by using the United Nations COMTRADE
database. They find that the trade flows of cultural goods seem to be gene-
rally impacted by the same variables as goods in general. For geographic
distance, the results are negatively correlated while a shared common
language appeared to foster bilateral trade flows, especially in terms of
books and newspapers.

Canada’s top cultural trading partner in regards to imports for at least
the past a 15 years is its neighbour to the south, the United States (Sta-
tistics Canada 2011). This comes as little surprise due to the country’s
close proximity, common language and the dominance of American cul-
tural around the world. In part due to the cultural dominance from the
United States and as a way of protecting Canadian culture and diversity,
numerous cultural policies are in place in Canada regarding cultural
goods and specifically the import of such goods (Marvasti & Canterbe-
ry 2005). They focus specifically on the exports of US motion pictures,
33 countries are studied over the period of 1991 to 1995. Empirical
evidence from the gravity model of trade revealed that shared common
language, education and religion all have a positive impact on exports.
Such protectionist policies include actions such as content quotas, tax
restrictions on imports, and the exemption of cultural goods in free trade
agreements such as NAFTA (North American Free Trade Agreement)
(Acheson & Maule 2006).

The most recent article regarding the trade of cultural goods, by Park
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(2014), uses the gravity model of trade to study the determinants of Ko-
rean broadcasting exports. In addition to generally used variables in the
gravity model, determinants such as the effects of economic development
and cultural proximity are used. Park finds that ‘relative economic deve-
lopment of the export country and the market size of the import country
are important determinants of cultural trade’ (2014, p. 83). Interestingly,
unlike in many previous studies, geographic distance was not significant.

Due to Canada’s diverse cultural make-up and growing number of new
immigrants it is interesting to investigate whether cultural diversity in-
fluences the import of cultural goods to Canada. Therefore, data reflecting
the multicultural make-up of Canada is incorporated into this research.
There are already some studies that look at similar subjects such as the
relationship between trade and immigration. Rauch and Trindade (2002)
investigated trade between China and countries with large Chinese po-
pulations using the gravity equation. These authors found that ethnic
Chinese networks, proxied by the product of ethnic Chinese population
shares, increased bilateral trade more for differentiated than for homo-
geneous products. This suggests that business and social networks have
a considerable quantitative impact on international trade by helping to
match buyers and sellers in characteristics space, in addition to their
effect through enforcement of community sanctions that deter opportuni-
stic behaviour. Furthermore, Girma and Yu (2002) focus on immigration
to the UK and international trade. According to these authors immigrants
elevate bilateral trade due to two main reasons: «first, immigrants bring
with them a preference for home-country products and second, immigrants
can reduce transaction costs of bilateral trade with their home countries»
(p. 115). The empirical research suggests that exports are positively im-
pacted by immigration from non-Commonwealth countries while the levels
of immigration from Commonwealth countries does not have a significant
impact on exports. These findings could be due to a lower amount of new
information brought by immigrants from former colonies that could po-
tentially reduce the transaction costs of bilateral trade between the UK
and their home countries. Furthermore, the study also finds immigration
from non-Commonwealth countries positively impacts the level of imports.

4 Methodology

4.1 Gravity model

The gravity model of trade is originally inspired by Newton’s gravity equa-
tion (Gomez-Herrera 2013). Since the formative developments of the ‘gra-
vity equation’ by Jan Tinbergen in (1962) the model has been used to study
international trade on the bases of the size of trade flows between two
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countries, the economic scale usually measured by GDP and the distance
between two countries. It has been widely used and augmented in the past
50 years; in its most basic form the model links trade flows with the eco-
nomic size of the countries and the distance between them. In its simplest
form, the logic of the model is that the economic size of countries have a
positive impact on the demand and supply of traded goods while distan-
ce, which can represent transaction costs, information costs and cultural
proximity, amongst other forces, impacts trade negatively (Schulze 1999).
The basic gravity model for trade between two countries is as follows:

Tij=A [(Yi,Yj)/Dij]

Within this model Tij is equal the volume of trade (import, export or bila-
teral) between country i and country j, Yi is the economic mass of country
i (usually GDP), Yj is the economic mass of country j (usually GDP), Dij is
the calculated distance between country i and country j and a is a propor-
tionality constant. The model can also be shown in the log linear form of
the standard gravity equation as:

InTij = a + b1 InGDPi + b2 InGDPj + b3 InDij + €ij

Through efforts over the last 50 years the gravity equation has expanded
and taken various forms to satisfy the needs of numerous studies such as
the ones previously discussed. Consequently, several estimation methods
have been explored in past research. The most traditional estimation me-
thod of the gravity method is the linear multiplicative method using Ordi-
nary Least Squares (OLS). When using OLS it is suggested that logarithms
are taken on both sides in which variables such as trade, GDP and distance
are entered into the regression in natural logarithms while dummy va-
riables are entered as an one/zero value (Cyrus 2012). This method can
be used assuming homoscedasticity and no incidents of zero trade flows
in trade data (Gémez-Herrera 2013). Since this study satisfies the above
requirements the method used for the gravity model is OLS.

According to Santos Silva and Tenreyro (2006) in the presence of
heteroskedasticity and zero trade flows linear models such as the OLS
estimation may not produce reliable results and non-linear models
should be used. Gomez-Herrera (2013) further support this point with
empirical results that prove that results from nonlinear estimators are
more accurate when heteroskedasticity is present in data, that results
from linear equations. According to Gomez-Herrera (2013) the most
frequently used nonlinear estimation methods are: Nonlinear Least
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Squares (NLS), Feasible Generalised Least Squares (FGLS), Heckman
sample selection model and Gamma and Poisson Pseudo Maximum Li-
kelihood (GPML and PPML).

4.1.1 Dependentvariable. Trade of cultural goods

This study uses the imports of cultural goods to Canada over the years 1996
to 2010 as the dependent variable. The data on the trade of cultural goods in
Canada is available for free online from the Statistics Canada website under
the catalogue no. 87-007-X. For this research cultural imports from Cana-
da’s top 15 constant cultural trade partners for imports are evaluated. The
years available for research are 1996 to 2009; for future research this time
frame can potentially be extended depending on the availability of statistical
archives following inquiry with Statistics Canada. It is important to note that
the collected data only includes the import of cultural goods. Culture servi-
ces, which are defined as «intangible products such as performances and
broadcasts» by Statistics Canada (2004, p. 6), are not included in this study.

4.1.2 Independent variables

The following independent variables were used in this study:

- Immigration stocks. This data represents the number of people living
in Canada in a specific year by foreign place for birth. It is available
for a large period of years and is collected every five years through
the national census survey. Research by Head and Ries (1998) and
Girma and Yu (2002) explores immigration stocks as an independent
variable used within the Gravity Model. Pioneering Head and Ries
(1998) use Canadian and American data in their study, finding that
immigration has a significant positive relationship on Canadian bi-
lateral trade. Girma and Yu conduct a similar study with data from
the UK, while analysing trade with both Commonwealth and non-
Commonwealth nations. Their findings suggest a robust relationship
between the stock of immigrants from non-Commonwealth countries
and the UK’s exports. Our research follows in the footsteps of both
Head and Ries (1998) and Girma and Yu, (2002) by taking it one step
further to explore the relationship between immigration stocks and
the trade of cultural goods.

- Geographic distances. It measures the geographic distances between
two countries. In the case of this research it is used to measure the di-
stance between Canada and its trading partners. The variable not only
represents distance but also acts to a certain extent as a proxy for tran-
sportation costs involved in trade (Gomez-Herrera 2013). Consequently,
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in accordance with results from previous research (Melitz 2008) a larger
recorded geographical distance between Canada and a trading partner
is predicted to have a negative impact on the trade of cultural goods.

- GDP is generally used as a proxy measurement of a country’s econo-
mic size (Gomez-Herrera 2013). Since the variable is recorded per ye-
ar it is the total market value of all final goods and services produced
within the year. It is generally assumed that the wealthier a country
is, the more open to international trade they will be.

- GDP per capita. About half of the studies reviewed in this research
use some form of a variable to represent the standard of living and
per capita purchasing power. The most frequently used proxy for
capital-labour intensities is GDP per capita (Gémez-Herrera 2013).
It is presumed that the higher the purchasing power of a country’s
inhabitants the larger the volume of trade will be (Qu and Han 2011).

- Cultural distance. In addition to the spatial distance between countries,
which is calculated with the variable geographic distance, Marvasti and
Canterbury (2005) noted the importance of also accounting for the effect
of a nonphysical distance. Cultural distance is used as an indication of the
cultural differences between Canada and its trading partners. Previous
research has found that the larger the cultural distances between trading
partners the more negatively trade flows will be influenced (Cyrus 2012).

4.1.3 Dummy variables - shared official common language

Dummy variables are included in most models to capture a series of hi-
storical, geographic and trade factors that can influence trade. They are
regarded as stable over time and are measured on a zero-one scale, one
meaning that the variable is present; zero indicating that it is not. Com-
monly used dummy variables include: shared official common language,
same coloniser, shared border and trade agreement. In the early stages of
this research it was planned to use the four previously mentioned dummy
variables. However, after further exploration of the data set two obstacles
were presented. Firstly, within the data of the countries studied collineari-
ty between two or more variables was present, causing a singular matrix
error. Ultimately, this was due to one or more overlaps of the dummy va-
riables for countries such as the United Kingdom and France where the
dummy variables coloniser and shared official common language both had
values of one. Secondly, the number of regressors was too large for the
number of observations being tested, ultimately leading to the error "in-
sufficient number of observation". Consequently, this research only makes
use of one dummy variable: shared official common language.

The variable of official common language shared between Canada and
trading partners is recorded if both have either French or English as an
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official language. This was chosen as a variable because language ties
can facilitate business relations and reduce transaction costs between
trade partners. Furthermore, a shared language could also indicate past
historical ties and cultural similarities. Past research has verified that a
shared language can have a positive impact on trade between two nations
(Dunlevy and Hutchinson 1999, Hutchinson 2002, Melitz 2008, Qu and
Han 2011). Data on shared official common language was sourced from
the ‘Distance’ database of CEPII (Centre d’Etudes Prospectives et d’Infor-
mations Internationales).

4.2 Construction of the regression equation

As mentioned in previous sections the gravity model, which is a multiple
regression model, has been used in numerous past studies regarding in-
ternational trade. According to Qu and Han it remains a common method
due to three factors: «simple principles, available data and models easy
to empirical study» (2011, p. 12). Like many of the other studies this re-
search uses an augmented version of the model with several explanatory
variables. This study uses the following regression:

Inimports, = a+b1 Ingdp +b2 Ingdp p +h3 lngdpﬁ+
b4 Ingdp _pn+b5 1ng‘eadjstu+hﬁ lnimmstockm+
by lncultdistu+ b8 d11angir+.=:

Where:

a is the constant; £ is the error term.

i represents Canada

J represents the trading partner countries included in this research
imports represents the total imports of cultural goods from country j
to country i (Canada) in year t.

gdp,, is the GDP of country i (Canada) in year t

gdp_p,, is the GDP per capita of country i (Canada) in year t.

gdp, is the GDP of country j in yeart

gdp_pjt is the GDP per capita of country j in year t.

geodist, is the physical distance between country i and country j.
immstock,, is the number of first generation Canadians living in count-
ry i from country j at time ¢t

cultdist is the calculation of cultural distance between country i and
country j

dllangis a dummy variable to indicate whether country i and j share
an official common language.
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The statistical package EViews 8.0 (Econometric Views) was used to run
the augmented model using the OLS method. The data set for this analysis
covers a period of 15 years (1996 to 2010) and a total of 225 observations.
In addition to Canada the 15 countries included is this analysis are countri-
es that have remained in the list of top 20 countries for imports of cultural
goods to Canada, these countries are: China, France, the United Kingdom,
Germany, Italy, Japan, Singapore, Spain, Mexico, Belgium, South Korea,
Taiwan, Switzerland, India and Australia.

5 Results

As detailed in Paragraph 2, the hypothesis we want to test is whether im-
migration can stimulate the imports of culture goods to Canada because
immigrants bring in their home country preferences for culture goods,
ultimately increasing imports of culture goods. The first test uses all 15
countries included in this research. This is followed by a secondary test
where we try to understand if there are some countries that dramatically
decrease the R-squared. Within this research a relationship between va-
riables is considered as significant at a significance level of 5%.

5.1 Regression results for all 15 countries

We put the culture goods trade panel data between Canada and all 15
countries into the model, and used OLS regression. In Table 1 we see that
the R? obtained is 0.5699, this means that 56.99% of the variance of the
dependent variable (culture goods imports) can be explained by the inde-
pendent variables (GDP, GDP per capita, geographic distance, immigration
stock, cultural distance and shared official common language). The first
results show that the independent variables GDP and GDP per capita of
Canada are both insignificant. The OLS regression results suggest that
exporter country GDP and GDP per capita both have highly statistically
significant positive effects on Canada’s import of culture goods. As ex-
pected the independent variable of geographic distance has a negative
effect on imports of culture goods, the coefficient reported is 0.287 and
is statistically significant. The most interesting independent variable in
this research is immigration stock, which has a coefficient of 0.512 and a
P-value of 0.00. Indicating that immigration stock has a positive effect on
the import of cultural goods to Canada. Lastly, cultural distance and the
dummy variable shared official common language both have positive coef-
ficients and are highly significant. It is important to note that in multiple
regressions, the coefficients describe the effect of independent variables,
if the effects of the other independent variables are held constant.

296 Tudose, Vecco. Cultural diversity and the import of cultural goods



Citizens of Europe, pp. 285-304

Table 1 - OLS regression results for all 15 countries
Dependent Variable: Imports of Cultural Good - all 15 countries
Method: Panel Least Squares
Sample: years from 1996 to 2010Periods included 15Cross-sections included 15
Total panel (balanced) observations: 225

LNIMPORTS = C(1)+C(2*LNGDPCA+C(3)*LNGDP_PCA+C(4*LNGDP+
C(5)*LNGDP_P+C{8)*LNGEODIST+C(7)*LNIMMSTOCK+

C{BFLNCULTDIST+Ci{g)*D1LANG

Coefficient Std. Error t-Statistic Probability

Constant -63.00620 75.96738 -0.829385 0.4078
GDP Canada 3.396135 4.768891 0.712144 0.4771
GDP per capita Canada -4.299414 5.398268 -0.796443 0.4266
GDP 0.574879 0.083920 6.850335 0.0000
GDP per capita 0.429056 0.065400 6.560472 0.0000
Geographical Distance -0.287280 0.141777 -2.026274 0.0440
Immigration Stock 0.511910 0.063546 8.055736 0.0000
Cultural Distance 0.561783 0.073133 7.681617 0.0000
Common Language 0.832404 0.144044 5.778805 0.0000
R-squared 0.569900 Mean dependent variable 9.909053
Adjusted R-squared 0.553970 S.D. dependent variable 1.256718
S.E. of regression 0.839305 Akaike info criterion 2.526692
Sum squared residual 152.1574 Schwarz criterion 2.663336
Log likelihood -275.2529 Hannan-Quinn criterion 2.581842
F-Statistic 35.77610 Durbin-Watson statistic 0.208748
Prob (F-Statistic) 0.000000

5.2 Regression results for 13 countries (excluding India and Australia)

In addition to running the model on all 15 countries we decided to try to un-
derstand if there were some specific countries that dramatically decreased
the R-square. Ultimately, we found that India and Australia, the countries
with the smallest overall exports of culture goods to Canada over the
15-year period studied, decrease the R-square considerably. Consequently,
we ran a regression analysis with the data from 13 countries (excluding
India and Australia). The regression results are visible in Table 2. In this
test the R? obtained is significantly higher with a value of 0.8236. Ultima-
tely this means that the model can explain 82.36% of the variance of the
dependent variable culture goods imports when tested with 13 countries
instead of all 15. This means that the reduced data set fits the regression
model well and has a rather good capability to predict. Similarly to the
above discussed regression results with all 15 countries, the independent
variables for Canada’s GDP and GDP per capita both present insignificant
results. Additionally, while exporter country’s GDP is positively correlated,
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GDP per capita is negatively correlated, and both are significant. Intere-
stingly geographic distance is now positively correlated; this is contrary
to expected results. Furthermore, immigration stock and shared official
common language are both positively correlated and significant. Lastly, the
independent variable of cultural distance produces insignificant results.

Table 2 - OLS regression results for 13 countries (excluding India and Australia)
Dependent Variable: Imports of Cultural Good - 13 countries
Method: Panel Least Squares
Sample: years from 1996 to 2010Periods included 15Cross-sections included 13
Total panel (balanced) observations: 195

LNIMPORTS = C(a)+C(2*LNGDPCA+C(3)*LNGDP_PCA+C(4*LNGDP+
C(5)*LNGDP_P+C{6)*LNGEODIST+C(7*LNIMMSTOCK+
C{8J*LNCULTDIST+C{g)*D1LANG

Coefficient Std. Error t-Statistic Probability

Constant -72.67999 49.15687 -1.478532 0.1410
GDP Canada 3.513425 3.084868 1.138923 0.2562
GDP per capita Canada -3.687811 3.492005 -1.056073 0.2923
GDP 0.842158 0.053564 15.72261 0.0000
GDP per capita -0.642616 0.070377 -9.131091 0.0000
Geographical Distance 0.473367 0.111979 4.227301 0.0000
Immigration Stock 0.201471 0.050255 4.009008 0.0001
Cultural Distance -0.055981 0.077252 -0.724656 0.4696
Common Language 1.717264 0.097777 17.56315 0.0000
R-squared 0.823587 Mean dependent variable 10.14369
Adjusted R-squared 0.815999 S.D. dependent variable 1.178330
S.E. of regression 0.505448 Akaike info criterion 1.518311
Sum squared residual 47.51882 Schwarz criterion 1.669372
Log likelihood -139.0353 Hannan-Quinn criterion 1.579474
F-Statistic 108.5431 Durbin-Watson statistic 0.484205
Prob (F-Statistic) 0.000000

6 Conclusion and recommendations

6.1 General discussion

The empirical regression results suggest that Canada’s GDP and GDP per
capita are insignificant to predicting the import flow of cultural goods. This
is interesting because this study is specifically focusing on imports that
could reflect national consumption and purchasing power. Nevertheless
in this case they are not considered as significant variables. Alternatively,
GDP of the export countries is positively correlated with imports and is
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highly significant. Suggesting that the economic masses of the export
countries are an important determinant of the flows of imported cultural
goods to Canada. Results for GDP per capita were all significant however
they had mixed effects depending on the data set used.

According to theory, the increasing geographic distance is expected to
have a negative impact on trade as a result of increases in transport and
trade costs. In this study, geographic distance was negatively correlated
in the regression analysis using all 15 countries with a significant P-value
however; the second test using a smaller data group of 13 countries pro-
duced a significant positive correlation. As for cultural distance it is also
expected to have a negative correlation with trade. Meaning that a larger
the cultural distance is expected to impact trade negatively. The empirical
results are mixed, showing an unexpected positive correlation for the test
of all 15 countries and insignificant results for the test using 13 countries.

Considering now the most important variable for this research, immi-
gration stock, the coefficients show a positive correlation between immi-
gration stock and the imports of cultural goods when significant.

Table 3 - Regression estimation results

Variables All15 Countries 13 countries
(no India and Australia)
Coefficient P-value Coefficient P-value

Constant -63.00620 0.4078 -72.67999 0.1410
InGDPCA 3.396135 0.4771 3.513425 0.2562
InGDP_PCA -4.299414 0.4266 -3.687811 0.2923
InGDP 0.574879 0.0000 0.842158 0.0000
InGDP_P 0.429056 0.0000 -0.642616 0.0000
InGEODIST -0.287280 0.0440 0.473367 0.0000
INIMMSTOCK 0.511910 0.0000 0.201471 0.0001
InCULTDIST 0.561783 0.0000 -0.055981 0.4696
dllang 0.832404 0.0000 1.717264 0.0000
F-statistic P-value 0.0000 P-value 0.0000
Goodness of fit R-squared 0.5699 R-squared 0.8236

6.2 Conclusions

The empirical analysis provides results that create a first step into the
research of the relationship between immigration and the trade of cultural
goods. It seems that countries demographics have a significant effect on
the import of cultural goods. Results show that as predicted immigration
stock is positively correlated with the imports of cultural goods to Canada
and highly significant. This means that the demand for cultural goods in a
country can be dependent largely on the immigration statistics. At least,
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this was the outcome in the context of Canada. Moreover, further conclu-
sions could be derived from these results when looking at immigration in
detail. Canada is a country with a relatively large immigrant population,
which would suggest that when the imports are positively correlated with
levels of foreign-born population, it could be concluded that Canada has
not only a vibrant multicultural population but also a varied demand for
cultural goods as a result. Naturally, this is a derived conclusion based on
the results we have in this study.

6.3 Limitations

As highlighted by Towse (2011) the biggest limitation involved with stu-
dies focusing on the trade of cultural good is the difficulty of obtaining
exact measures of actual trade. Furthermore, as previously discussed the
import levels only calculate trade that has physically crossed the border,
which means that digitized content is not counted. Consequently, the trade
numbers are possibly underestimated and it is important to keep in mind
that the above estimations may not reflect the complete picture. Additio-
nally, in regards to data limitations the estimation of immigration between
census years might not reflect the reality 100% due to the unavailability
of precise data.
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