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ABSTRACT 

Product-Based Cultural Change: Is the Village Global?* 

This paper makes three contributions to the growing literature on culture and 
economics. Using answers to the World Values Survey for a sample of 79 
countries over the 1989-2004 period, we first provide evidence of cultural 
homogenization between countries. Second, we provide a model of product-
based cultural change. Our main theoretical predictions are: (i) bilateral trade 
openness reduces bilateral cultural distance; (ii) the more differentiated the 
products, the more trade reduces cultural distance; (iii) trade openness has a 
lock-in effect on culture. Third, we test the model using an instrumental 
variable approach and including various time and country-pair fixed effects. 
We find that a one standard deviation increase in bilateral trade openness 
translates into a 43% standard deviation decrease in bilateral cultural 
distance. 
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1. Introduction

What is the impact of globalization on values and preferences? Do cultural values get progressively

homogenized and converge towards common patterns over the world, or is there an irreducible persis-

tence of cultural speciÖcities across communities? This paper is a Örst attempt to shed both theoretical

and empirical light on these issues from an economistís perspective.1 Our view is that cultural change

is partly driven by consumption of a myriad of di¤erentiated products such as movies, music, books,

cars, clothes, cosmetics, food, beverages, jewelry and other conspicuous goods. These products con-

vey symbols that are valued di¤erently by agents belonging to di¤erent cultures. As a consequence,

the relative supply of these products has an impact on the relative beneÖts of belonging to di¤erent

cultures. Typical examples of this mechanism include the widespread rise in consumerism during the

post-world war period, the declining trend in religiousness experienced by Western countries over the

20th century and the recent erosion of traditional social norms and categories in emerging countries.2

This paper provides a simple theory of product-based cultural change where we borrow insights

from psychology and the branch of marketing called consumer research and we incorporate these

insights into an otherwise standard economic model. Our main theoretical result is that product

market integration reduces bilateral cultural distance. Using answers to the World Values Survey for

a sample of 79 countries over the 1989-2004 period, we construct a measure of bilateral cultural distance

and we Önd evidence of a trend toward cultural homogenization. Our econometric results conÖrms that

international trade áows are a strong vector for cultural homogenization as a one standard deviation

increase in bilateral trade openness translates into a 43% standard deviation decrease in bilateral

cultural distance.



The key insight of our theory is that the long-run distribution of cultural types and the supply

of (di¤erentiated) consumption goods are co-determined at the equilibrium. Cultural types drive the

demand for consumption goods but the supply of consumption goods has a feedback e¤ect on cultural

types. Hence any exogenous supply shock may have a long-run e¤ect on cultural types. In particular,

we show that product market integration between two countries leads to a decrease in their bilateral

cultural distance. This is because the removal of trade barriers increases the incentives of Örms to



be used to build social networks).

Our paper provides an additional perspective in the current debate among economists on the

possible sources of long-run persistence in economic outcomes. Over the past few years, two schools

of thoughts have provided contrasted views on the issue. The Örst one, led by Acemoglu, Johnson and

Robinson (2001), emphasizes the role of institutions such as the judicial system or the enforcement

of property rights. Institutions are shown to persist over the course of many centuries and are also

shown to have a signiÖcant and robust impact on economic outcomes. The second one emphasizes



di¤erentiated consumption goods (food and beverages, fashion clothes, cars, cosmetics, jewelry and

other conspicuous goods). As a consequence, Örms tend to take this dimension into account in their

marketing strategies and brand image management (Aaker 1997, Govers and Schoormans 2005).

Two Öndings from the marketing literature are worth stressing. First the symbolic content of

products is an important factor in directing consumer preferences. Salhlinís ináuential work (1976) on

the symbolism of North American consumption goods shows how consumption of food and clothing

items can be directly related to the cultural category of individuals. Motivated by self-consistency,

consumers prefer products that have a symbolic meaning consistent with their own identity and values

(Sirgy, 1982). Since the seminal paper of Belk (1988), researchers on consumer behavior have also

investigated what is called the extended self that is the notion that "who we are is what we have"5.



associated to characteristics perceived as positive, this association increases the propensity to consume

the product.

To summarize, our reading of the literature in anthropology and in consumer research suggests

that: (i) consumption goods convey symbols; (ii) consumers prefer products that convey symbols
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3.1.2. The supply side

Upon entry, Örms anchor their product to a cultural type, X or Y; and a Öxed labor cost F must

be paid to start production. Then the production of one unit of product requires one unit of labor.

Monopolistic competition prevails on the product market. Finally, we assume that entry and exit

(and therefore the number of varieties NX and NY that are tied to a particular cultural type) adjust

instantaneously within each period t; such that proÖts are equal to zero. This captures in a stylized

way the idea that cultural transmission and evolution of preferences across generations takes more

time than market structure adjustment.

3.2. Dynamics of Preferences

At this stage, we have described preferences and production at a given date t, and therefore for a given

fraction qt of type-X agents. We now endogenize how the distribution of preferences evolves over time.

In this, we follow a recent line of research which provides a simple micro founded selection process of

preferences over time7. The dynamics of qt comes through a process of intergenerational transmission

of preferences. The key assumption of this approach is that parents are imperfectly altruistic. Parents

derive utility from their childrenís consumption but value their childreníconsumption through the Ölter

of their own preferences. This implies that if their o¤spring ends up with preferences di¤erent from

their own, she will choose a consumption proÖle that maximizes her own utility but not her parentsí

utility. Thus, it is optimal for a rational parent to spend valuable resources to raise the probability of

her child adopting her parentsípreferences. According to this process, the distribution of preferences

across agents evolves over time and reaches a long run stationary state.

7 See Bisin and Verdier (1998) in the context of interdependent preferences, Bisin and Verdier (2000) and Bisin et
al. (2004) for mariage and religion, François (2002) for social capital and development, Hauk and Saez-Marti (2002) for
corruption, Saez-Marti and Zenou (2005) for racial discrimination, Jellal and Wolf (2002) for intergenerational altruism,
Tabellini (2008) for pro-social behaviors.

7



Preference transmission partly results from the direct e¤ort of parental transmission but it also

depends on indirect contamination from the rest of the society in case of failure of direct transmission.

More precisely, we assume that an e¤ort � i exerted by parents of type i 2 fX; Y g results into a

probability � i of the o¤spring being socialized by her parents and adopting their preferences. With

probability (1�� i) the o¤spring remains naive and gets socialized by another old generation individual,

of type X or Y; through random matching with conditional probabilities (qt; 1 � qt): Thus, a parent

of type i who exerts an e¤ort � i will successfully transmit her type to her o¤spring with probability

Pi where PX = �X + (1 � �X) qt and PY = �Y + (1 � �Y )(1 � qt). E¤ort has a convex cost that we

assume quadratic �2i =2.

Consider now V ij
t ; the expected welfare derived from the optimal consumption behavior of a child

of type j as perceived through the preferences of a parent of type i. When o¤springs are of a di¤erent

cultural type than their parents, the parents incur a utility cost to see their kids di¤erent from them.

This cost is equal to: �V i
t = V ii

t � V ij
t . As a consequence each parent of type i chooses an optimal

e¤ort of transmission which is given by � i = arg max� fPi(�)V ii
t + (1 � Pi(�))V ij

t � �2=2g. Solving

this maximization problem yields the optimal e¤orts of transmission for parents of type X and Y :

�X = �V X
t (1 � qt) and �Y = �V Y

t qt (3.4)

For a parent of type X





relative to agents of type Y , qt=(1� qt), the more type-X parents free-ride on the socialization process

to transmit their type to their o¤spring. In turn, they reduce their e¤ort of transmission �X and

therefore _qt is lower.

Insert Figure 1 and Figure 2

We can now analyze the full dynamics of our model, which are depicted in the phase diagram on

Figure 1. The dashed curve CS



strong that the relative-variety e¤ect dominates the cultural free-riding e¤ect and the initial positive

perturbation of qt is self-reinforcing.

We formalize this intuition in Appendix B, resulting in the following proposition:

Proposition 1:

For � � 1 + !2; the value q = 1=2 is the unique steady state which satisÖes (3.9) ; it is globally

stable. For 1 < � < 1 + !2; there are three steady states (q0 < 1=2 < q1) which satisfy (3.9)9; the two

stable equilibria are (q0; q1) while q = 1=2 is not stable.

Proof: See Appendix B.

3.4. Trade Integration

We now consider trade integration between two identical economies, labelled as the domestic and

foreign (�) economies. The size of each economy is normalized to 1. We assume that: (1) there

are two idiosyncratic cultural types, X and X�; which are speciÖc to the domestic and the foreign

country respectively; (2) there is a cultural type, Y; which is common to both countries10. As a

consequence, at equilibrium, type-X



number of varieties. This leads to (PMí), the counterpart under trade integration of the Product

Market (PM) condition: �
NXt

NY t
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Comparing (PMí) with (PM), one can directly observe that, for a given qt, the relative number

of type-Y varieties is larger under trade integration than under autarky. This is due to the standard

market size e¤ect present in trade models à la Krugman (1979). Here this e¤ect is reinforced by a

feedback e¤ect from the cultural dynamics _qt on aggregate demand. As depicted on Figure 3, the

downward shift of the product market curve from (PM) to (PMí) induces a shift in the cultural

transmission e¤ort: more e¤ort for parents with the common cultural type Y ; less e¤ort for parents



Once an economy has opened to trade and shifted from the high autarkic equilibrium qaut
1 to the low

integrated equilibrium qint
0 , stability of that equilibrium ensures that the economy is trapped in its

neighborhood: if it were to close to trade, (PMí) would switch back to (PM) and the economy would

converge to the low autarkic equilibrium qaut
0 .

3.5. Testable implications

The analysis above has implications both in terms of consumption proÖles, through the ratio NX=NY ,

and in terms of heterogeneity of preferences and cultures, through q. Empirically though, we do not

have data which allows us to classify consumption goods along di¤erent clusters of symbols and/or

values. We are thus obliged to focus on the implications of the model concerning the impact of trade

openness on q. In this respect, our empirical strategy is similar in spirit to arguments in the sociology

literature which analyzes the impact of the larger supply of consumption goods made possible by

international trade on cultural issues such as religion12 or the roles played by caste or by politeness in

the society13.



4. Empirical evidence

In this section we Örst build a time-varying measure of cultural distance and we provide some descrip-

tive statistics. We then test each of the three predictions in Proposition 3.

4.1. Data

The World Value Survey (WVS) is a widely used dataset in the growing Öeld on culture and economics.

It is an opinion survey which conveys information on attitudes, beliefs and values at the household

level. In total, more than 200,000 individuals, above the age of 15, from 82 countries are surveyed in

a repeated cross section that comes in four waves (1981-1984, 1989-1993, 1994-1999 and 2000-2004).

Our microfounded theory is about trade induced changes in intergenerational transmission of values

from parents to children. From an observational perspective, the empirical testing of our theory can

take two routes. Either we regard interviewed individuals as children of past generations and we track

changes in values that they actually inherited from past generations; either we regard interviewed

individuals as (actual and potential) parents of future generations and we track changes in values

that they intend to transmit to future generations. The drawback of the inherited value approach

is that the statistical identiÖcation relies only on the arrival of new generations of adult individuals:

Unfortunately the time-series dimension of the VWS (two decades) is potentially not long enough to

observe such a intergenerational renewal of values.14 By contrast the value transmitting approach is

compatible with a shorter time-series coverage: Intentions of transmitting values may indeed react

quickly to an exogenous shock, even for a given generation of individuals. As a consequence we adopt

the value transmitting approach in our empirical analysis. To this purpose we retrieve from the WVS

all the questions related to transmission of values from parents to children. This consists of a set of

12 questions that are presented in details in Appendix E. Two questions refer to duty and respect

between parents and children; ten questions relate to the core values that parents should transmit

to their children15. In our robustness analysis in Section 4.6 we also implement the inherited value

approach by looking at the time-series evolution of core values embodied in individuals. We consider

successively two enlarged sets of 30 and 50 values and then three speciÖc core values. In all cases the

results, while slightly less signiÖcant, are quantitatively similar to the results obtained with the set of

12 questions.

In order to attenuate measurement errors, we restrict our analysis to the subsample of countries

and waves for which the full set of 12 questions is available. This leads to dropping the Örst wave of

the WVS and leaves us with a subsample composed of 40 countries for wave 2; 50 countries for wave 3;

and 63 countries for wave 4. When a country is present for a given wave, it is generally also present in

14





value is measured by va;k, the ordinal answer to the value k: Let us consider two individuals (a; b)

randomly picked in the world population. We deÖne dab; the inter-individual cultural distance between

a and b as:

dab � (va 	 vb)
T W(va 	 vb) (4.1)

where (va	vb) corresponds to the vector of "ordinal di¤erences" deÖned as: 8k 2 (1; 12); (va;k	vb;k) =

1 if va;k 6= vb;k and 0 otherwise and where W is a 12 � 12 weighting matrix.

We consider two possible speciÖcations of dab corresponding to two di¤erent speciÖcations of the

weighting matrix W. The unweighted cultural distance corresponds to the case where W = I12=12.

This distance gives equal weight to all questions. In this case, dab simply corresponds to the fraction of

the set of 12 values which individuals a and b disagree upon. The weighted cultural distance considers

a weighing matrix W = 
�1=sum(
�1), where 
 is a matrix of correlations across values. This

deÖnition of dab corresponds to the Mahalanobis distance between the random vectors va and vb;

which is a measure of dissimilarity widely used in statistics. We present details of the construction of

the weighted cultural distance in Appendix D. Intuitively though, the correction using 
 amounts to

giving less weight to values that are strongly correlated across individuals. This is to avoid the case

where a same underlying value is being tested with more than one question in the survey.

We now construct cultural distances across countries. For a given pair of countries (i; j), we

deÖne the bilateral cultural distance as the average of inter-individual distances dab across individuals

belonging to i and j:

Dij =
1

NiNj

X
a2i

X
b2j

dab (4.2)

In our econometric analysis we need to control for cultural heterogeneity within country. To this

purpose we also deÖne internal cultural distance for a country i as:

Dii =
1

Ni(Ni � 1)

X
a2i

X
b2i
b6=a

dab (4.3)

The internal cultural distance can be interpreted as the probability that two randomly picked indi-

viduals from the same country have di¤erent values.

Building (4.2) and (4.3) is computer intensive because of dimensionality issues. There are more

than 200; 000 individual observations in the WVS. This corresponds roughly to 2 �1010 inter-individual

distances dab. Reducing the dimensionality of this system is crucial (see appendix D). However, in the

case of the unweighted distance, the solution turns out to be very simple because bilateral distance

(4.2) can be rewritten as:

Dij =
1

12

12X
k=1

�
1 � fT

i;k � fj;k

�
(4.4)

where fi;k and fj;k represent the frequency vectors of answers to value k in countries i and j respectively.

16



The interpretation of the unweigthed distance (4.4) is clear: it corresponds to the average of the

standard one-dimensional fractionalization indices based on each single value k.17 Given this simple



4.4. Empirical strategy

In this section, we present our strategy to identify a causal link from international trade openness to

bilateral cultural distance. For a given pair of countries (i; j) at a given year t; the basic speciÖcation

consists in regressing Dijt, our measure of bilateral cultural distance, on the log of bilateral trade

openness deÖned as ln OPENijt � ln (Mijt=GDPit + Mjit=GDPjt) where Mijt represents the imports

by i from j:

Dijt = �1 � ln OPENijt + CONTROLijt�� + FEijt + "



access, country-pair cable TV access and country-pair phone call outáows per capita.19 Sample coverage

is signiÖcantly better for the last variable than for the other two. We thus use country-pair phone call

outáows per capita



An increase in REMOT Eijt is expected to increase bilateral trade openness within the pair of country

(i; j). The fact that we Ölter out country-pair Öxed e¤ects in all our IV regressions is important to

guarantee the exogeneity of this instrument. Indeed, the purely geographical part of the remoteness

index is time invariant and could be linked to cultural history between the two countries. It is thus

important to exploit only the time-series variations of REMOT Eijt; fortunately those variations are

driven by variations in GDP growth of countries k outside the country-pair (i; j). It is therefore not

a¤ected by the bilateral relation of the two countries for which we want to estimate the index of

cultural distance.

Our second instrumental variable is a measure of trade contagion at the country-pair level. Recent

empirical works (Egger and Larch 2008, Baldwin and Jaimovich 2008) show that bilateral trade of a

given pair of countries is positively a¤ected by the signing of a FTA with a third country. This stems

from the threat of trade diversion that forces the pair of countries to reduce bilateral trade barriers.

Hence there is a contagion e¤ect from outside FTAs to bilateral trade. We consider the following

bilateral index of contagion by Baldwin and Jaimovich (2008)20:

CONT AGIONijt =
X

k 6=i;j

�
Mkj0

GDPk0
� F T Aikt

�
+
X

k 6=i;j

�
Mki0

GDPk0
� F T Ajkt

�
(4.7)

where F T Aikt is a dummy variable coding for the existence of a FTA between i and k at date t; and

Mkj0=GDPk0 is the share of imports by country k from country j the year the FTA between i and k

was signed. In words, this represents for a given year t the accumulated sum of the FTAs signed by

i with third countries outside the pair, weighted by the commercial importance of the third countries

to j. Just like the previous instrument, the time variation of the contagion index is not a¤ected by the

bilateral relation between countries i and j. An increase in CONT AGIONijt is expected to increase

bilateral trade openness within the pair of countries i and j:

Filtering out country-pair Öxed e¤ects implies that the causal impact of the IVs on bilateral trade

openness is identiÖed along the time-series (ie. within country-pair) dimension only. Interestingly

the time-series correlation between the two IVs is pretty low (0.22) meaning that exploiting the

IVs separately o¤ers two independent identiÖcation strategies. Yet, our base speciÖcation uses 2SLS

estimates of equation (4.5) where openness is instrumented with both IVs at the same time as it allows

us to perform overidentiÖcation tests. However, in our robustness analysis, we also report results of

2SLS estimates where openness is instrumented with each IV separately. We Önd that the choice of

IV does not a¤ect signiÖcantly our point estimates.

4.4.3. Testing for path dependency







signiÖcant. A one standard deviation increase in bilateral trade openness translates into a 43% stan-

dard deviation decrease in bilateral cultural distance. This e¤ect is sizeable and it dominates the

e¤ect of the control variables. By comparison indeed, a one standard deviation change in phone call

outáows, bilateral migration and GDP per cap di¤erential translate into a change in bilateral cultural

distance of respectively 34%, 6% and 5% standard deviation.24

We test for path-dependency in columns 5 and 6 where our preferred speciÖcation is estimated

respectively on the subsample of country-pairs experiencing an increase in bilateral openness and on

the subsample of pairs experiencing a decrease in openness. In the case of an increase, the coe¢ cient

on bilateral openness remains negative and signiÖcant at the 1% level; in the case of a decrease, the

coe¢ cient is not signiÖcantly di¤erent from zero. As discussed in the previous section, we can interpret



in column 7. By way of contrast, the coe¢ cient of openness in homogenous goods is reduced by a

factor Öve (in absolute value) and is not signiÖcantly di¤erent from zero. This Önding validates our

theoretical prediction stating that the impact on cultural distance is larger for trade in di¤erentiated

goods than for trade in homogenous goods28. Also of interest is the coe¢ cient of openness in cultural

goods which is large and signiÖcant. This Önding is in line with the common view that trade in cultural

goods is likely to be an important channel of bilateral cultural ináuences29. More importantly, the fact

that we control for trade in cultural goods implies that trade in di¤erentiated goods, net of cultural

goods, has a signiÖcant causal impact on cultural distance. In other words, we Önd that di¤erentiated

goods vehicle elements of cultural transmission, which supports our theory of product-based cultural

change.

4.6. Robustness Checks





a¤ected by the cultural impact of trade than the rest of the population. This di¤erential impact may

occur either because these groups are more exposed to the treatment (ie. trade openness) or because

they are likely to overreact in terms of cultural change.

Exploiting the household characteristics available in the WVS, we rebuild measures of cultural

distances for certain groups of individuals. More precisely, within the population of each country

we select a reference group G of individuals for which we suspect that cultural change is a¤ected

di¤erently by trade openness than the rest of the population. For each pair of countries (i; j) we

thus build the bilateral cultural distance between the reference groups G of the two countries: the

procedure is similar to equation (4.2) except that here inter-individual distances are averaged across

individuals belonging to the group G in country i and to the group G in country j. We similarly



exposed to imported goods should see their values change more than groups that are less exposed to

trade. This insight is again conÖrmed by regressions in Table 5: looking at the coe¢ cient of the inter-

action variable between bilateral openness and the dummy variable corresponding to the subgroup of
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Thus H(~q) admits one and only one local minimun in ~q = 1=2: Indeed we have

H 0(~q) =
2(1 � !2)

�
~q � 1

2

�
(~q(1 � ~q))2

It is straightforward to check that H 0(1=2) = 0 and that H 0(~q) > 0 i¤ ~q > 1=2.
Thus H(~q) is decreasing for ~q 2 [0; 1=2] and increasing for ~q 2 [1=2; 1]: And we get from (B.1):

8~q;
C 0(~q)

P 0(~q)
� C 0(1=2)

P 0(1=2)
=

� � 1

!2
(B.2)

Step2: case where � � 1 � !2

From (3.9) it is clear that q = 1=2 is a steady state. From (B.2) we get that C 0(1=2) � P 0(1=2).
Hence 1=2 is a stable steady state. Moreover from (B.2) we get that any alternative steady state
~q should also be stable. Because of C1 di¤erentiability of P (



As we know that qaut = 1=2; k = 1; �k = �1=2 we can rewrite the previous equation as:

qint � qaut

qaut
' � 1

C 0(1=2)=C(1=2) � P 0(1=2)=P (1=2)

' � 1

4!

1

(� � 1)=!2 � 1

D. Weighted cultural distance

We deÖne dab the inter-individual cultural distance between a and b as :

dab � (va 	 vb)
T 
�1

sum(
�1)
(va 	 vb)

where (va	vb) corresponds to the vector of "ordinal di¤erences" deÖned as: 8k 2 (1; 12); (va;k	vb;k) =
1 if va;k 6= vb;k and 0 otherwise. The weighting matrix 
�1 corresponds to the inverse of the matrix
of polychoric correlations 31
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2SLS with ctry-

pair FE 

(column 4, 

table 2)

IV: bil. 

remoteness 

only

IV: bil. 

contagion 

only

add. control: 

ctry pair cable 

TV and 

Internet 

access

add. control: 

general. Trust

2SLS with Ctry-

pair FE: 

Within 

Estimator

 Weighted 

index

30 

questions

50 

questions

General. Trust 

(WVS code: 

a0165)

Feeling of 

Happiness 

(WVS code: 

a008)

Belong to a 

religious 

denomination 

(WVS code: f024) 

model Benchmark (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

      

ln bil. openness -0.518*** -0.488*** -0.773*** -1.725** -0.517*** -0.535*** -0.462*** -0.309** -0.731 -0.362** -0.694** -2.597***

[0.135] [0.134] [0.261] [0.827] [0.137] [0.101] [0.134] [0.141] [0.526] [0.181] [0.320] [0.652]

# observations 719 719 719 475 719 1778 719 507 364 920 719 804

Table 4: Robustness Checks

 Bilateral cultural distance based on:

Dependent Variable: Bilateral Cultural Distance

Notes: ** significant at 5%; *** significant at 1%. Standard Errors clustered by country pair.  All specifications correspond to robustness checks of our benchmark 2SLS panel regression 

(column 4, Table 2). For readability purposes, we report only the coefficient (multiplied by 100) of our main variable of interest ln bil. openness . Column 0 reports our benchmark result. 

The variable ln bil. openness  is instrumented with bil. remoteness  only in column 1; with bilateral contagion  only in column 2. We control for country-pair internet access  and country-

pair coverage by cable TV  in column 3; we control for  country-pair level of trust  in column 4. In column 5 the model is estimated using the Within estimator rather than a first diff. 

estimator. In columns 6-11, we consider alternative definitions of bilateral cultural distance. 
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The Subgroup of reference is: 
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