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Abstract

This article focuses on the relationship between the language platforms and
the internationalization of cultural industry based on the panel data from
1995 to 2016 in 43 countries. The result shows that by substituting the nega-
tive effect because of the culture distance, Confucius Institutes can signifi-
cantly promote the internationalization of Chinese cultural industry and the
promotional effects show dissimilarities. The promotional effects are stronger
in countries with closer culture. In Asia, Europe and South America setting
Confucius Institutes can promote the export of cultural products better than
in other continents. The article suggests the enterprises concerned should pay
more attention to the promotional effects of the International language
learning platform when they choose international target markets for the cul-
tural products.
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1. Introduction

In the process of “going global”, the enterprises should choose “where to go” and
“how to go”. In 2016, the foreign direct investment of Chinese culture/sports
and entertainment industry totaled US$8.12 billion, accounting for only 0.5% of
China’s foreign direct investment stock. Meanwhile the export volume of Chi-
nese cultural products has reached a level. Exporting cultural products is the
main method for Chinese cultural industry “going global”. Cultural trade is also
an important means of the internationalization of cultural industries in devel-
oped countries, and it plays an important role in their international trade. In

contrast, the overall level of China’s cultural trade is not high, the export compe-
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titiveness and the influence of cultural products in the international market are
weaker than developed countries, and the export duration is generally far from
the developed countries. In the context of transformation and upgrading of
China economic structural, it is necessary to promote the export of cultural
products and optimize the location choice of cultural enterprises in the process
of internationalization.

Communication and mutual authentication are the essential requirement of
the development of civilization. As a language learning platform to promote
Chinese language and Chinese traditional culture to “go global”, Confucius In-
stitute has been operated around the world [1]. Till the end of 2016, there have
been 1638 Confucius Institutes in 140 countries (regions). They not only pro-
moted China’s education exports, but also significantly promoted foreign direct
investment, which is conducive to bilateral trade. Due to the cultural characte-
ristic of cultural products, they are vulnerable to the negative impact of cultural
barriers in the process of export trade. Therefore, while promoting cultural ex-
changes, whether the construction of language learning platforms can promote
the export of Chinese cultural products and the internationalization of the Chi-

nese cultural industry, is worth studying and discussing.

2. Literature Review and Impact Mechanism Analysis

2.1. Literature Review

Scholars’ researches on the internationalization of cultural industries are mainly
focused on the export of cultural products. The export of products in the cultural
industry is different from the international trade of general commodities. It has
both commodity attributes and cultural attributes. Scholars study the factors that
influence the cultural trade from two aspects: “economic factors” and
“non-economic factors” correspond to the “double attributes” of cultural prod-
ucts.

In general, cultural products exports are consistent with overall commodity
export trade trends, and this fact shows the commodity attributes of cultural
products. A large number of mature studies have focused on the significant im-
pact of “economic factors” on the export of cultural products, including the level
of economic development of both countries: the market size and market poten-
tial of the host country, labor productivity, and trade openness: trade preferen-
tial policies, free trade zone and free trade agreement arrangements, customs du-
ties and import clearance time [2]. The traditional geographical distance factor
has a great impact on the cost of cultural trade. However, with the upgrading of
the global logistics system, the negative impact of the transportation cost caused
by geographical distance on the internationalization of cultural products is
gradually decreasing [3].

Due to the particularity of cultural products, the influence of culture as an in-
formal institutional factor on cultural trade has gradually attracted the scholars’

attention. Scholars generally believe that higher language familiarity or similarity
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[4], common religious beliefs [5], colonial relations or similar colonial history
are conducive to the development of cultural trade [6]. Scholars often use the
cultural distance indicator to measure the cultural differences between the two
countries. Researches show that cultural differences will increase the interna-
tional operating costs of enterprises, which is not conducive to the export of
cultural products in general. Therefore, scholars believe that we should pay at-
tention to the negative impact of cultural discounts and carry out effective
measures for example cultural diplomacy, to promote the spread of Chinese
culture [2].

Since going global strategy was formally put forward in 2000, the government
has not only encouraged Chinese enterprises to “go global”, but also emphasized
traditional culture to “going global” and promoting the world’s understanding of
traditional Chinese culture through the construction of language learning plat-
forms. The Confucius Institute is one of the most important windows for cultur-
al exchanges between China and foreign countries. At present, the researches on
Confucius Institutes are mostly based on the establishment significance, devel-
opment problems, and the influence on goods trade and OFDI. Scholars believe
that Confucius institutes are conducive to the promotion of Chinese language
and provide opportunities for other countries to understand Chinese culture.
Lian Daxiang (2014), Xie Mengjun et al. (2017) found that the establishment of
Confucius institutes is conducive to China’s export trade and the development of
OFDI [7] [8]. An Yalun et al. (2006) believe that, to some extent, the cultural
transmission effect of Confucius institutes can enhance the sense of identity of
trading partners to traditional Chinese culture, thus contributing to the “going
global” of China’s cultural industry [9].

From the existing research results, scholars’ researches on the internationali-
zation of Chinese cultural industry focus on the selection and confirmation of
influencing factors. As an important part of informal system, culture has also at-
tracted some scholars’ attention. They mainly start from the impact of cultural
transaction costs caused by cultural differences between countries on trade, and
analyze their mechanism and effect. However, the influence and mechanism of
the government on the international operation of cultural industry in promoting
cultural exchange have not been fully studied.

Therefore, based on the background of civilized exchanges and mutual learn-
ing, this paper takes the panel data of China’s exports of cultural products from
43 countries in 1995-2017 as a sample, and uses the trade gravity model to focus
on the possible influence of Confucius Institutes on the Internationalization of
Chinese cultural industry, and explore the interaction between cultural differ-
ences and cultural communication caused by Confucius Institutes when comes

to the cultural trade.

2.2. Analysis of the Mechanism of Language Learning Platform
Affecting the Internationalization of Cultural Industry

Generally speaking, cultural products have relatively distinct cultural characte-
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ristics. If the cultural differences between the two countries are greater, the more
unfavorable the cultural trade between the two countries is concerned; if the two
countries are culturally closed, cultural identity and similar cultural consump-
tion preferences will promote cultural trade. By combing the relevant literature,
it can be found that cultural exchange can promote the development of Chinese
cultural products export trade through the transaction cost reduction effect path.

The transaction costs arising from cultural differences are not conducive to
the export trade of cultural products. In the process of enterprise internationali-
zation, due to the geographical distance, the trading country needs to bear the
transportation cost; similarly, the cultural distance invisible due to cultural dif-
ferences between countries also requires the trading country to pay the cultural
transaction cost. The similarity of languages reduces the cost of language trans-
actions in the process of internationalization of the cultural industry. Language
similarity can reduce agency costs in the process of information dissemination.
The Chinese language promotion function of Confucius institutes is conducive
to reducing communication costs and information asymmetry barriers, and
promoting the development of export trade. In recent years, with the increase in
the number of students learning Chinese, the number of teachers sent by Han-
ban to the Confucius Institutes has also increased providing a convenient chan-
nel for foreigners to learn Chinese. The increasing international influence of
Chinese language is, to a certain extent, conducive to promoting relevant cultur-

al enterprises to “go global”.

3. Models, Variables and Data
3.1. Model Setting and Description

This paper will build a measurement model with Chinese cultural products as
the dependent variable, language learning platform as the core explanatory vari-
able, and other factors between China and the host country as the control va-
riables. This paper draws on the trade gravitational model commonly used in the
existing literature to construct the following benchmarking model:

LnCV, = g, + If _AC, + 5,LnGDP, + 5,CD,, + ,LnDS,,

1
+B5EE, + BVISIT, + 4, + 1, + &, W

LnCV, = f, + BLnAC, + 8,LaGDP, + 8,CD, + ,LnDS,

2
+B,EE, + B VISIT, + 4, + u, + ¢, @

Among them Ln represents the logarithm, 7 and ¢ represent the country and
the year. CV, represents the export volume of cultural products from China to
country (region) 7in year £ As the core explanatory variable, AC, indicates the
number of applications for the establishment of Confucius Institutes by country
(region) 7to Hanban in year £ 4, means time fixed effects, g means country

fixed effects, ¢, is a random error term. Model (1) examines the amount of

it
language learning platform on the export of Chinese cultural products; model

(2) examines whether the policy that establish language learning platforms in the
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host country has an impact on the internationalization of Chinese cultural in-

dustry.

3.2. Sample Selection

In order to fully study the impact of the establishment and scale of language
learning platforms on the internationalization of cultural industry, this paper
chooses the Confucius Institute as the core explanatory variable. Since the Con-
fucius Institute was only established in 2004, the statistical bulletin of the Confu-
cius Institute has been published since 2006 by Hanban. Scholars have chosen
samples after 2006, but lacked research on the differences between them. There-
fore, the survey period selected in this paper is from 1995 to 2017. Taking the
export panel data of China’s core cultural products as a sample, considering the

availability of relevant data, the final sample of this study is 43 host countries.'

3.3. Variable Description and Data Source

This paper mainly examines the impact of language learning platforms on the
internationalization of Chinese cultural industries. According to the selected
model, this paper takes the export value of China’s core cultural products as the
explanatory variable, and the Confucius Institute, which represents the language
learning platform, as the core explanatory variable. The Control variables are di-
vided into five aspects: economic, cultural, geographical, political and diplomat-
ic. The meaning of each variable and the data source are as follows.

1) Explained variable.

This article takes China’s core cultural product exports value (CV) to each
host country as an explanatory variable, and the data comes from the UNCom-
trade Statistics Database. According to the classification of core cultural prod-
ucts in the UNESCO Cultural Statistics Framework, the author finds the top 2
HS six-digit code of the corresponding products in the HS2002 version, and
sorts out the export data of Chinese cultural products from 1995 to 2017.

2) Explanatory variables.

As more and more foreign people learn Chinese language, Confucius Insti-
tutes are playing an important role in this progress. So the paper chooses the
amount of Confucius Institutes as the core explanatory variable representing the
language learning platform (AC). The number of Confucius Institutes that ap-
plied by universities in the host countries cooperating with Hanban is based on
the annual Confucius Institute Annual Development Report published by Han-
ban. In order to investigate the impact of the establishment of the Confucius In-

stitute on the export of Chinese cultural products, add a dummy variable

'"The 43 samples studied in this paper include: Argentina, Brazil, Peru, Chile, Colombia (5 South
American sample countries); Canada, Mexico, the United States (3 North American sample coun-
tries); Japan, Korea, Malaysia, Hong Kong, India, Indonesia, Philippines, Singapore, Saudi Arabia,
Thailand, Iran, Vietnam (12 Asian countries or regions); Austria, Belgium, Czech Republic, Den-
mark, Finland, France, Germany, Greece, Italy, Netherlands, Norway, Poland, Portugal, Russia,
Spain, Sweden, Switzerland, Turkey, United Kingdom (19 European sample countries); Egypt, Nige-
ria (2 African country countries); Australia, New Zealand (2 countries in Oceania sample countries).
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If _AC, to the model. If a country (region) applies to Hanban for the estab-
lishment of a Confucius Institute in the year t, the value is 1, otherwise the value
is 0. Therefore the variable If _AC, in the above model (2) is actually equiva-
lent to the product of the experimental group and the control group in the sin-
gle-time point DID model. Therefore, the influence of the construction of the
Confucius Institute on the internationalization of cultural enterprises shows
from the coefficient S, of variable If _AC,.

3) Control variables.

a) Market size (GDP). It is expressed in terms of gross domestic product dur-
ing the inspection period of the host country (region), and the data is derived
from the United Nations Statistics Office database.

b) Cultural differences (CD). Scholars often use the cultural distance indicator
to quantify cultural differences and propose a measurement model of cultural
distance from different dimensions. The cultural distance measure formula
proposed by Kogut (1988) and Hofstede (2010) [10] [11]. Since Hofstede’s in-
ternational cultural dimension index has not been updated year by year, scholars
often assume that cultural differences between countries do not change with
time, which is inconsistent with the reality of cultural exchanges. The data of
each cultural dimension comes from the official website of Hofstede. The estab-
lishment of diplomatic relations was from the official website of the Chinese
Ministry of Foreign Affairs (Hong Kong adopted 1997 as the base year).

¢) Geographic distance (DS). DS is geographic distance from China’s Beijing
to the capitals (administrative centers) of the sample countries (regions), which
indicates the impact of geographic distance on export costs. The data is derived
from the CEPII database.

d) Institutional quality (EF). This article uses the Index of Economic Freedom
published by The Heritage Foundation to measure the level of institutional qual-
ity in the host country (region). When adopting this indicator, scholars generally
think that the greater the economic freedom index is, the better the system qual-
ity will be.

e) The number of state visits (VISIT). The exchange of state affairs between
the leaders of the two countries is conducive to promoting political exchanges
and building good political relations. The indicator is based on the number of
Chinese leaders, prime ministers and ministers visiting and receiving the leaders
and officers from host countries (regions). The data comes from the website of

the Chinese Ministry of Foreign Affairs.

4. The Analysis of Empirical Results

4.1. Model Selection and Inspection

The correlation coefficient and descriptive statistical results between the va-
riables show that the correlation between the variables is low. The model was
determined to be a fixed effect model by a correlation test. Since the geographi-

cal distance is fixed in a short period of time, the paper selects the least squares
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virtual variable model, introduces time dummy variables, and uses clustering
robust standard errors. The mean value of VIF indicates that there is no serious

collinearity problem in the model.

4.2. Analysis of Total Samples

In Table 1, Model 1 is the test result of regression estimation only for control
variables, and Model 2 introduces whether to establish the virtual variable of
Confucius Institute, and whether the establishment of Confucius Institute has an
impact on the export of Chinese cultural products; Model 3 introduces the Con-
fucius Institute variables. Further examine the impact of the Confucius Institute
on corporate export cultural products.

In Model 2 and Model 3, the establishment of the Confucius Institute and its
scale variables passed the 1% significance test. After joining the Confucius Insti-
tute variables, the model can better explain the reasons for the increase in the
export volume of Chinese cultural products. The establishment of the Confucius
Institute can significantly promote the export of cultural products. And the larg-
er the Confucius Institute, the more favorable it is for the export of cultural
products. The overall sample regression results indicate that the establishment
and scale of the Confucius Institute has significantly promoted the export of en-
terprises to cultural products.

From the perspective of other variables, in the Model 1 in which the core ex-
planatory variables were not introduced, the market size of the host country,
cultural differences with China, and political influences have a significant impact
on China’s export cultural products. The significant impact of consumer de-
mand on cultural product trade indicates that the commodity attributes of cul-
tural products, and the inhibition of cultural differences on cultural trade shows
the cultural attributes unique to cultural products, which is consistent with the
research conclusions of scholars. Compared with the high degree of bilateral po-
litical exchange between Model 1 and Model 2, the significance of political rela-
tions has declined in Model 3, which was obtained using the Confucius Institute
scale variable, indicating that cultural exchanges and political exchanges may be
possible for bilateral trade development. It has an interaction facilitation and will
be discussed further later. The indicators of economic freedom have a positive
impact, but the significance is not high, indicating that the market economy of
the host country is highly complete and the local government has fewer restric-
tions on imported products, which can be beneficial to the import of Chinese

cultural products to a certain extent, but the impact of this factor is limited.

4.3. Sub-Sample Discussion

According to the sample estimation results in Table 1 & Table 2, comparing
Model 4 and Model 5, it can be seen that due to the influence of cultural differ-
ences, the Confucius Institute’s promotion effect on cultural trade is heteroge-

neous. Among the samples with small cultural differences, the Confucius Insti-
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tute’s promotion role is more significant; while in the culturally diverse samples,
the influence of the Confucius Institute is positive, but it has not passed the sig-
nificance test, which means that although through the spread of Chinese and
foreign cultural exchanges, the Confucius Institute helps to reduce the cultural
barriers between the two countries, which hinders the export of Chinese cultural
products, but this effect is more pronounced in countries with similar cultures.
Mainly because cultural differences are formed in the advancement of history,
and the historical start-up and closeness of the cultural exchanges with China in
different countries have led to different cultural differences between countries
and China. In countries with little cultural differences, Chinese traditional cul-
ture is more easily understood and accepted by local consumers; while larger
cultural differences are difficult to dissipate in the short term, local consumers
have added a sense of strangeness to Chinese culture, which limits the effect of
the language learning platform. Then more and more cultural exchange activi-
ties that can be more easily accepted by the local people are needed to promote

its role.

Table 1. Sample estimation results.

Grouped by
Total 1
otalsample cultural distance
Variable
M4 M5
M1 M2 M3
Small CD Large CD
IF AC 0.5976***
- (0.1094)
0.1160*** 0.1498** 0.0845
LnAC
(0.0728) (0.0644) (0.0583)
2.3501*%* 1.8968*** 2.2502%** 2.0611%** 2.3361%**
LnGDP
(0.0802) (0.1403) (0.0838) (01593) (0.2130)
cD —4.1294%** —3.9416%** —4.0537*%* -14.0186* —3.7795%**
(0.1080) (0.4709) (0.1116) (7.7467) (0.2865)
0.9491*** 1.0082*** 1.0141*%* —0.0431 0.0049
LnDS
(0.1906) (0.1084) (0.1983) (0.0431) (0.0403)
0.0100 0.0044 0.0074 0.0361%* —0.0095
EF
(0.0160) (0.0193) (0.0167) (0.0171) (0.0307)
0.0191*** 0.0131** 0.0116%* 0.0103* 0.0122
VISIT
(0.0084) (0.0042) (0.0081) (0.0054) (0.0086)
CONS —39.8519%** —28.6202*** —37.8174%%* -5.3430 —28.7299%*+*
(2.3789) (3.7175) (2.4707) (18.4634) (6.2070)
R2 0.8012 0.8167 0.8050 0.8354 0.7770
OBS 946 946 946 396 550

a. Note: “*”, “**” and “***” represent significant levels of significance at 10%, 5% and 1%, respectively; data
in parentheses are standard errors; obs indicates the number of samples.
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Table 2. Robustness test.

LnCV LnCV
(static cultural distance) (mixed effect)
1.4597%** 1.4808***
IF_AC
(0.1130) (0.1114)
0.3970%*%* 0.4093***
LnAC
(0.0729) (0.0767)
0.7220%** 0.7334%%* 0.7225%** 0.7318%**
LnGDP
(0.0847) (0.0839) (0.0930) (0.0907)
—0.3474*%* —0.3567*** 0.0731 0.0788
CD
(0.1072) (0.1117) (0.0908) (0.0979)
—0.6195*** —0.6308*** —1.0645*** —1.0909***
LnDS
(0.1721) (0.1984) (0.2552) (0.2902)
0.0343%* 0.0350%* 0.0245 0.0248
EF
(0.0142) (0.0167) (0.0151) (0.0176)
0.0194%** 0.0132 0.0152%* 0.0084
VISIT
(0.0066) (0.0081) (0.0070) (0.0089)
5.0262* 5.2458%* 8.4833** 8.8851***
CONS
(2.6711) (2.4707) (3.2282) (2.9817)
R2 0.7338 0.6454 0.7016 0.6117
OBS 946 946 946 946

a. Note: “*”, “**” and “***” represent significant levels of significance at 10%, 5% and 1%, respectively; data
in parentheses are standard errors; obs indicates the number of samples.

4.4. Analysis of Robustness

In order to analyze the robustness of the above regression results, on the one
hand, on the premise of keeping other variables unchanged, the traditional cul-
tural distance calculation formula is used to replace the cultural distance the
mentioned above; on the other hand, the mixed effect is estimated to test the
robustness of the results. The results in Table 2 show that under the two test
methods, the establishment of the Confucius Institute and its scale variables have
passed the 1% significance test, which is significantly positively correlated with
the export scale of Chinese cultural products. It is basically consistent with the

above, indicating that the estimation results in this paper are robust.

5. Conclusions and Revelation

This paper takes the panel data of China’s export core cultural products from 43
countries in 1995-2016 as a sample, and analyzes the influence of language
learning platform on the internationalization of Chinese cultural industry from
the perspective of Confucius Institutes. The study found that, in general, the
Confucius Institute played an active role in promoting cultural exchanges and
disseminating Chinese traditional culture, which was conducive to promoting
Chinese enterprises’ exports of cultural products. At the same time, there is ob-

vious heterogeneity in this promotion. The specific manifestations are as follows:
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1) The host culture closed to Chinese culture has a good cultural atmosphere for
the development of Confucius Institutes, and the Confucius Institute reduces the
negative effects of cultural differences. The effect is more obvious, and the pro-
motion of cultural trade is more significant. When the cultural differences be-
tween the two countries are large, the Confucius Institute faces more difficulties
in carrying out cultural exchanges, which leads to a decline in the promotion ef-
fect of Confucius Institutes on the export of Chinese cultural products. 2) The
establishment of the Confucius Institute has an intercontinental difference in
promoting the internationalization of the cultural industry. For the host coun-
tries of Asia and Europe, the promotion of this cultural exchange is most evi-
dent, followed by promotion in South America and in North America. This pa-
per has two suggestions:

Firstly, due to the intercontinental differences in the distribution and effects of
the Confucius Institutes, the future distribution and co-organization of Confu-
cius Institutes should be more scientifically planned for their global distribution.
In areas where the Confucius Institutes have a better effect on cultural trade,
such as the host countries of Asia, Europe and South America, the size of the
Confucius Institute can be appropriately expanded, so that China’s resources in
foreign cultural exchanges can better serve the international operation of cultur-
al enterprises.

Secondly, when selecting relevant target markets for the export of Chinese
cultural products, relevant enterprises can refer to the promotion role of Confu-
cius Institutes on cultural trade, and consider countries or regions that promote
more effective effects as export cultural products to destination markets, so as to
avoid bilateral cultural distances and benefit the internationalization of cultural

enterprises.
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