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The Effects of Imitation
Threat on The Global

Creative Trade Flow

- Panel Data of Paired Countries with
Gravity Model
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Abstract

Creative economy is the most promised economic type nowadays. According to
the United Nations Conference on Trade and Development (UNCTAD) 2008's report
on creative economy, it is the rapidest growing economic sector around the world. The
growth rate of it is 8.7 % per year, which is 1.32 times of the global trade expansion
rate. Creative economy can not only ease the unemployment problem and generate
higher economic value but also expand a country's foreign relation and publicize its
nationwide characteristics. All these benefits make many countries manage to develop
their own creative economic industry. That is not the whole story, accompanying with
the booming creative economy, the transnational trade of creative commodities and
services surge tremendously. The trade amount among the major creative export
countries is so considerable that generates already a creative trade network.
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Because the creative economy is featured with knowledge and cultural
uniqueness, sufficient protection of intellectual property rights (IPR) becomes the key
to the development of creative industry. The severity of piracy problem is therefore an
important indicator. Ever since WTO asked its members to obey the rules made in the
agreement of IPR protection in 1995, protection of IPR and the piracy problem have
been a worldwide issue. As reported by the Business Software Alliance (BSA) , the
global average piracy rate increases from 38% in 2007 to 41% in 2008 and worth the
market value of 53 billion US dollars!

Despite the numerous research on the protection of IPR within different industries,
the systematic analyses on the creative commodities and services are rarely made.
This study hence exploits the gravity model to explore the effects of IPR protection
on creative industry and further figures out the role of the imitation threat in the
international creative trade. The data from 2000 to 2005 of the largest 50 creative
export countries are utilized, which is provided by UNCTAD's report in 2008.

The empirical results show that the distance between the capitals of two countries
and the average tariffs both exhibit significant negative effects. The similarity of the
cultures between two countries on the contrary significantly increases their bilateral
trade. Moreover, the creative commodities and services do show market size effect.
Lastly, the exporters have stronger intention to export to the countries with relatively

high IPR protection, no matter the level of importer's imitation threat.

Keywords: Gravity Model, Creative Economy, Intellectual Property Rights
(IPR), Threat-of-Imitation, Trade Network
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