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Abstract. This study investigates the interplay between cultural values and eco-

nomic strength in influencing service trade within the Association of Southeast 

Asian Nations (ASEAN). Drawing on Hofstede's cultural dimensions—Power 

Distance (PDI), Individualism (IDV), Masculinity (MAS), Uncertainty Avoid-

ance (UAI), and Long-term Orientation (LTO)—and key economic indicators 

such as GDP, we analyze a panel dataset from six ASEAN countries spanning 

from 2005 to 2021 using a mixed-effects model. The analysis reveals that higher 

PDI and MAS levels are associated with reduced service trade volumes, while 

increased levels of IDV and UAI enhance trade. In contrast, LTO displays a neg-

ative correlation, suggesting a preference for short-term strategies in high-trade 

environments. Additionally, economic strength, as measured by GDP, signifi-

cantly boosts service trade, highlighting the pivotal role of economic conditions. 

Financial openness, treated as a random effect, shows a varied impact, indicating 

the complex effects of monetary policies on trade dynamics. This research un-

derscores the significance of cultural and economic frameworks in shaping ser-

vice trade in ASEAN, offering insights for policymakers aiming to promote re-

gional economic integration and growth in the service sector. 
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1 Introduction 

1.1 Introduction to ASEAN's Trade Dynamics 

In today’s interconnected world, the dynamics of international trade are continually 

evolving, shaped by a complex interplay of economic policies and cultural differ-

ences[1]. The Association of Southeast Asian Nations (ASEAN) serves as a fascinating 

case study due to its diverse cultural landscapes and significant economic interactions. 

This research paper aims to dissect the influence of cultural dimensions, as defined by  
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Geert Hofstede, alongside key economic indicators on the service trade within ASEAN 
countries[2]. Understanding these relationships is crucial for policymakers and busi-
nesses aiming to optimize their strategies in the face of regional integration and global 
economic shifts. 

1.2 The Influence of Hofstede's Cultural Dimensions 

Hofstede’s cultural dimensions—Power Distance (PDI), Individualism versus Collec-
tivism (IDV), Masculinity versus Femininity (MAS), Uncertainty Avoidance (UAI), 
Long-Term Orientation (LTO), and Indulgence versus Restraint (IVR)—provide a ro-
bust framework to analyze how cultural traits can influence economic activities, includ-
ing trade[2]. The service sector, pivotal for the economic growth of ASEAN, is partic-
ularly susceptible to these cultural factors due to its intangible nature and the direct 
interaction between service providers and consumers. 

1.3 Utilizing Cultural Maps for Regional Insights 

To deepen our understanding of how cultural values influence trade within ASEAN, it 
is crucial to incorporate various cultural analysis methods, such as cultural maps and 
the Cultural Distance Index (CDI). These tools provide a more detailed and nuanced 
insight into the complex cultural landscapes of the ASEAN region, which consists of 
diverse cultural backgrounds and practices[3]. 

Cultural maps visually represent the distribution and characteristics of cultural traits 
across different regions. In the context of ASEAN, a cultural map can highlight the 
geographical spread of cultural dimensions identified by Hofstede, such as Power Dis-
tance or Individualism, across member countries. This visual tool allows for an imme-
diate grasp of regional variations and similarities, offering a clear picture of cultural 
proximities and divergences that may influence trade relationships. By examining these 
maps, policymakers and businesses can better understand regional cultural clusters and 
tailor their approaches to suit specific cultural contexts. 

1.4 Quantifying Cultural Distances with the CDI 

The Cultural Distance Index quantitatively measures the cultural distance between two 
countries, providing a numerical value that correlates with potential trade challenges or 
opportunities. In trade analysis, CDI is particularly useful because it can predict the 
ease or difficulty of trade negotiations, market entry, and operational management 
based on cultural similarities or differences[3]. For ASEAN, where economic integra-
tion is a priority, understanding cultural distances can help in crafting policies that mit-
igate cultural barriers and enhance cooperation. 

Integrating these cultural analysis methods into our study enriches our understanding 
by not only defining what cultural differences exist but also by illustrating how these 
differences can quantifiably affect trade flows. For instance, a higher cultural distance 
might correlate with reduced trade volumes, as seen in studies where significant cultural 
discrepancies complicate business negotiations and partnership trust. Conversely, 
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countries with similar cultural values may find greater ease in establishing and main-
taining trade relationships, leading to more robust economic exchanges. 

1.5 Economic Indicators and Gravity Model 

This research introduces the application of economic indicators and the gravity model 
in analyzing international trade flows. The gravity model is a classic tool used to study 
trade volumes between countries, predicting trade flows based on a nation's economic 
size and geographical distance. Additionally, this part explores how financial openness 
affects international trade through the gravity model. Studies show that although the 
gravity model has strong explanatory power in describing trade flows between coun-
tries, it may overlook key factors in economic growth. Furthermore, Gross Domestic 
Product (GDP) and GDP per capita have been proven to be significant factors influenc-
ing Foreign Direct Investment (FDI), especially when analyzing service trade flows 
between China and six ASEAN countries, taking into account differences in cultural 
and financial openness[4]. Through this approach, we can gain a deeper understanding 
of how cultural and economic factors jointly influence economic interactions and trade 
patterns within the region. 

1.6 Specific Focus on Service Trade 

A unique aspect of this research is its focus on service trade, distinct from the more 
commonly studied goods trade. Service trade involves complex dynamics not fully cap-
tured by traditional trade models, as it often requires more direct interaction and is in-
fluenced by regulatory environments as well as cultural proximity. Previous studies 
have predominantly examined the overall flow of trade, but this study specifically ad-
dresses the service sector, characterized by significant trade deficits, limited global 
reach, and inadequate competitiveness in the international market, particularly within 
China’s foreign trade in services. Understanding the dynamics of service trade between 
China and ASEAN is vital, as it could reveal new opportunities and challenges in one 
of the fastest-growing regions of the global economy. 

This study aims to fill two critical gaps in the existing literature. The first uses Hof-
stede’s cultural dimensions and financial openness to check the trade flow. There is 
research about culture’s impact on trade [1-2]. Also, previous researchers did studies 
on the relationship between financial openness and trade flow [4-6]. However, there is 
seldom research on the impact of culture and financial openness together using the 
gravity model to analyse trade; this study tries to add financial transparency to the 
model gravity model, which is a new attempt. 

The second one is that the preceding researchers are all about the whole flow of trade 
[7-8]; this study is specific about service trade. A significant trade deficit, limited global 
development, and inadequate competitiveness in the international market characterise 
China's service industry foreign trade. [9] To understand the service trade between 
China and ASEAN countries is necessary. 
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2 Literature Review 

2.1 Interplay Between Cultural Factors and Economic Policies 

China's financial openness policy is vital in shaping the service trade dynamics between 
China and ASEAN countries. Studies show that China's competitiveness in service 
trade and openness in the service sector are lower than those of ASEAN countries. [10]  

Because of that, China has been implementing a series of reforms to increase finan-
cial openness and promote economic growth. These reforms include the liberalisation 
of capital accounts, the expansion of the QFII and RQFII schemes, and the establish-
ment of the Shanghai&Hong Kong Stock Connect and the Bond Connect. These re-
forms have helped attract foreign investment, strengthened trade relations, and opened 
up new opportunities for Chinese firms to invest overseas [11]. 

However, research from 2020 continues to highlight that the underdeveloped poten-
tial in China's foreign trade in services is due to low industrial integration, limited high-
tech participation, and low comparative advantages, a challenge also faced by many 
ASEAN countries [9], which means that the opening policy may not directly increase 
China’s service trade competitiveness. This research tries to use China’s financial open-
ness as a variable in the gravity model to see whether it can impact the service trade 
between China and the six selected countries in ASEAN.  

2.2 Hofstede’s Cultural Dimensions and International Trade 

Cultural differences play a significant role in international trade, impacting various as-
pects such as trade negotiations, consumer preferences, and trade costs. Studies show 
that while language diversity can impede trade, cultural and religious differences be-
tween trading partners can facilitate bilateral trade [12]. However, total cultural dis-
tance between countries significantly hinders bilateral trade by increasing trade costs 
[13] [14]. Moreover, cultural and institutional differences have been shown to reduce 
China's exports, with the strongest impact observed in high-income countries, followed 
by low-income and middle-income countries, particularly affecting manufactured prod-
ucts. Addressing these cultural disparities through fostering understanding, coopera-
tion, and tailored strategies is crucial for maximizing the benefits of initiatives like the 
African Continental Free Trade Area (AfCFTA) and promoting economic growth in 
regions like Africa [15]. 

Hofstede's Cultural Dimensions are key factors in shaping international trade dy-
namics. Research indicates that different cultural characteristics, such as individualism, 
power distance, uncertainty avoidance, masculinity, and indulgence, affect global trade 
patterns differently [16] [17]. For instance, Waristi (2014) found that a high power dis-
tance index increases trade, while a low IDV increases trade in Indonesia and other 
ASEAN countries [18]. On the other hand, Ilieș & Zahid (2019) found that the relation-
ship between IDV and trade is positive in Poland, Lithuania, and Romania [19]. Kris-
tjánsdóttir et al. (2017) found a positive link between MAS and trade [20]. 

Moreover, Fevriera et al. (2021) showed a negative link between MAS and trade; 
the study also showed a positive link between UAI, LTO and trade in Indonesia [21]. 
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However, Novy & Taylor (2020) found that the link between UAI and trade is negative 
in the world lever [22]. Cultural values like vertical individualism, horizontal collectiv-
ism, and vertical collectivism influence switching cost perceptions in relationship mar-
keting strategies internationally, highlighting the importance of cultural dimensions in 
designing effective marketing approaches for foreign operations [23]. The impact of 
Hofstede’s cultural dimensions on trade is in Table 1. 

Table 1. Literature on the Impact of Cultural Dimensions on Trade. 

Culture Di-
mensions 

Impact on Trade Author Year Area 

PDI Positive Waristi 2014 Indonesia’s trade and other 
ADV Negative Waristi 2014 ASEAN countries 

 Positive Ilieș & Zahid 2019 Poland, Lithuania, and Romania 
MAS NO Waristi 2014 ASEAN countries 

the United States and 19 countries 
in Europe 

 Negative Fevriera et al. 2021 Indonesia 
UAI Positive Fevriera et al. 2021 Indonesia 

 Negative Novy & Taylor 2020 World 
LTO Positive Fevriera et al. 2021 Indonesia 

 NO Kristjánsdóttir et al. 2017 
the United States and 19 countries 

in Europe 
IVR NO Fevriera et al. 2021 Indonesia 

2.3 Economic Indicators and Gravity Model 

Gravity Model.Financial openness and the gravity model have been examined in sev-
eral types of research. Gullo and Montalbano contribute to the literature by using grav-
ity equations to estimate illicit money flows and correlating these flows with compli-
ance with international transparency standards [24]. Frost and Saiki explore the role of 
financial openness and capital inflows in currency crises using a gravity-based conta-
gion index [25]. Using the gravity model, Olanrewaju, Bakar, and Aziz investigate the 
effect of regional integration agreements on trade among ECOWAS countries [26]. 
These studies provide insights into the relationship between financial openness and the 
gravity model, examining various aspects such as illicit money flows, commercial 
openness, currency crises, regional integration, and macroeconomic fluctuations.  

Financial Openness and Gravity Model.Reflecting the diversity of terms and con-
cepts, a wide array of economic openness measures has been developed, emphasising 
different facets of economic integration. Consequently, the definition and measurement 
of economic openness have varied significantly over the last three decades. This has 
led to a recognised lack of consensus on the most effective methods to measure eco-
nomic openness, as noted by researchers like Squalli and Wilson (2011), Busse and 
Koeniger (2012), Huchet-Bourdon et al. (2017), and Egger et al. (2019). Prominent 
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among these indices are the KAOPEN index by Chinn and Ito (2006) and the Financial 
Openness Index (FOI) by Johnston and Tamirisa (1998) [27]. 

Several pieces of research have examined financial openness and the gravity model. 
Gullo and Montalbano contribute to the literature by using gravity equations to estimate 
illicit money flows and correlating these flows with compliance with international 
transparency standards [24]. Frost and Saiki explore the role of financial openness and 
capital inflows in currency crises using a gravity-based contagion index [25]. Using the 
gravity model, Olanrewaju, Bakar, and Aziz investigate the effect of regional integra-
tion agreements on trade among ECOWAS countries [26]. These studies provide in-
sights into the relationship between financial openness and the gravity model, examin-
ing various aspects such as illicit money flows, commercial openness, currency crises, 
regional integration, and macroeconomic fluctuations. In our study, we focus on using 
the gravity model to analyze the impact of financial openness differences, Hofstedes’ 
cultural differences between China and six Asean countries on service trade flow. 

GDP and Trade Relationships.GDP plays an important role in the gravity model of 
international trade. The gravity model describes bilateral trade flows by considering the 
trading nations' economic size and geographical separation (L. et al., 2010). While the 
gravity model has been widely used and has strong explanatory power, it has been rec-
ognised that it ignores potentially important determinants of economic growth (H., 
Boulhol. et al., 2010). However, recent research has shown that economic size is more 
important than distance in determining foreign direct investment (FDI) (Megi & Marku, 
2014). A study on simulating GDP for international trade network data found that the 
estimated GDP values using a linear gravity transportation model generally agreed with 
the real values, except for China, where the estimated GDP was higher[1]. Therefore, 
GDP per capita is a significant factor in the gravity model and has implications for 
international trade and investment [28]. 

3 Theoretical Framework 

3.1 Hofstede's Cultural Dimensions and Financial Openness 

The theoretical framework of this study is designed to explore the dynamics between 
cultural dimensions, financial openness, and service trade between China and ASEAN 
countries. Utilizing Geert Hofstede’s widely recognized cultural dimensions—Power 
Distance Index (PDI), Individualism versus Collectivism (IDV), Masculinity versus 
Femininity (MAS), Uncertainty Avoidance Index (UAI), Long Term Orientation ver-
sus Short Term Normative Orientation (LTO), and Indulgence versus Restraint 
(IVR)—this model examines how these cultural factors, alongside the aspects of finan-
cial openness, influence bilateral service trade. This approach is visualized in Figure 1, 
which presents a comprehensive conceptual framework mapping the interactions of 
these variables. 
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Fig. 1. Conceptual Framework. 

3.2 Gravity Model of Trade 

The Gravity Model of Trade, a fundamental equation in international economics, is 
employed to quantify the effects discussed in the conceptual framework. The model is 
articulated as the following equation (1): 

Trade𝑖𝑖𝑖𝑖=GDP𝑖𝑖×GDP𝑖𝑖/CULTURE𝑖𝑖𝑖𝑖×OPEN𝑖𝑖𝑖𝑖 (1) 

Where: 
Tradeij represents the trade volume between countries i and j. 
GDP_i and GDP_j are the economic outputs of countries i and j, respectively. 
CULTUREij quantifies the cultural distances between the countries, derived from 

Hofstede’s dimensions or other similar cultural metrics. 
OPENij reflects the degree of financial openness between the countries, incorporat-

ing factors like capital account openness and market integration levels. 
This model not only facilitates the estimation of trade flows based on economic and 

cultural proximity but also allows for the integration of financial openness as a moder-
ating variable, thus providing a holistic view of how these elements collectively impact 
bilateral trade dynamics. 

4 Methodology 

4.1 Research Design 

This study employs a quantitative research design to analyse the impact of Hofstede’s 
cultural dimensions and financial openness on bilateral trade in services between China 
and ASEAN countries. The study utilises panel data from 2005 to 2021 for six ASEAN 



Panel Identifier Country ID (new_country_id)   
Time Variable Year   
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countries (Indonesia, Malaysia, Philippines, Singapore, Thailand, and Vietnam) along 
with China. 

4.2 Data Collection 

The data used in this study are obtained from various reliable sources. The cultural 
dimensions data are sourced from Hofstede's cultural dimensions database. Financial 
openness data are taken from the KAOPEN index developed by Chinn and Ito and the 
financial openness index (FOI) developed by Johnston and Tamirisa. GDP and trade-
in services data are sourced from the World Development Indicators database. The var-
iables used in this study are in Table 2. 

Table 2. Summary of Variables Used in Gravity Model. 

Dependent Vari-
able 

Trade in service(service_trade)   

Independent 
Variables 

Hofstede’s cultural dimensions 
(PDI_d, IDV_d, MAS_d, UAI_d, 

LTO_d, IVR_d) 

Financial Open-
ness (FO_d) 

GDP (log_gdp, 
log_gdp1) 

 

4.3 Statistical Model 

This study employs a mixed-effects model to analyze the impact of various economic 
and cultural factors on service trade. The dependent variable in the primary specifica-
tion is the natural logarithm of service trade (ln_service_trade). The model includes 
several independent variables: 

log_gdp: The natural logarithm of GDP, representing the economic size of the coun-
tries involved. 

log_gdp1: The natural logarithm of the partner country's GDP. 
Financial Openness (FO_d):This variable measures the degree of financial open-

ness and its potential influence on service trade. 
PDI_d (Power Distance Index): Captures the extent to which less powerful members 

of institutions accept unequal distribution of power. 
IDV_d (Individualism Index): Represents the degree of individualism versus collec-

tivism in the society. 
MAS_d (Masculinity Index): Reflects the preference for achievement, heroism, as-

sertiveness, and material rewards for success. 
UAI_d (Uncertainty Avoidance Index): Measures the society's tolerance for uncer-

tainty and ambiguity. 
LTO_d (Long-Term Orientation Index): Assesses the degree to which long-term 

commitments and respect for tradition are valued. 
In the context of the mixed-effects model, the general form of the equation can be 

expressed as follows: 
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ln_service_tradeit 

=𝛽𝛽0+𝛽𝛽1⋅log_gdp𝑖𝑖𝑖𝑖+𝛽𝛽2⋅log_gdp1𝑖𝑖𝑖𝑖+𝛽𝛽3⋅FO_d𝑖𝑖𝑖𝑖+𝛽𝛽4⋅PDI_d𝑖𝑖𝑖𝑖+𝛽𝛽5⋅IDV_d𝑖𝑖𝑖𝑖+𝛽𝛽6⋅MAS_
d𝑖𝑖𝑖𝑖+𝛽𝛽7⋅UAI_d𝑖𝑖𝑖𝑖+𝛽𝛽8⋅LTO_d𝑖𝑖𝑖𝑖+𝑢𝑢𝑖𝑖+𝜖𝜖𝑖𝑖𝑖𝑖   (2) 

Where: 
ln_service_trade is the natural logarithm of the service trade (dependent variable). 
log_gdp is the natural logarithm of GDP for the country. 
log_gdp1 is the natural logarithm of GDP for the partner country. 
FO_d represents the difference in financial openness between the two countries. 
PDI_d is the difference in Power Distance Index. 
IDV_d is the difference in Individualism Index. 
MAS_d is difference in the Masculinity Index. 
UAI_d is difference in the Uncertainty Avoidance Index. 
LTO_d is the difference in Long-Term Orientation Index. 
u_i represents the random effects associated with group-level unobserved heteroge-

neity (e.g., differences between countries). 
𝜖𝜖 is the error term, capturing the individual-level random noise. 
This equation incorporates both fixed effects (the coefficients associated with the 

independent variables) and random effects (captured by 𝑢𝑢𝑖𝑖), making it suitable for data 
with hierarchical or panel structures. This model allows for an understanding of how 
economic and cultural factors interact to influence service trade across different re-
gions. 

5 Analysis 

The mixed-effects model was employed to explore the impact of Hofstede's cultural 
dimension differences, GDP, and financial openness differences on the service trade. 
The analysis yielded several significant findings: 

5.1 GDP Effects 

log_gdp (GDP of Country A): The coefficient for log_gdp is 0.9087 with a standard 
error of 0.0629, which is highly significant (p < 0.001). This indicates a strong and 
positive association between the GDP of Country A and the volume of service trade, 
suggesting that higher economic output in Country A is linked to greater service trade 
activity. 

log_gdp1 (GDP of Country B): The coefficient for log_gdp1 is 0.0862 with a stand-
ard error of 0.0555; however, it is not statistically significant (p = 0.120). This suggests 
that the GDP of Country B has a lesser and non-significant impact on the service trade 
between the two nations. 

Financial Openness Differences (FO_d): The coefficient for FO_d is 0.1131 with a 
standard error of 0.1091, but this is not significant (p = 0.300). This result implies that 
differences in financial openness between the two countries do not have a clear impact 
on service trade volumes. 
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5.2 Cultural Dimension Differences 

The coefficients for cultural dimensions such as Power Distance (PDI_d), Individual-
ism (IDV_d), Masculinity (MAS_d), Uncertainty Avoidance (UAI_d), and Long-term 
Orientation (LTO_d) are all statistically significant. This underscores the substantial 
influence of cultural differences on service trade. For example, a negative coefficient 
for PDI_d (-0.2421, p < 0.001) indicates that greater differences in power distance are 
associated with reduced service trade volumes, highlighting how cultural alignment or 
disparity can significantly affect economic interactions. 

5.3 Random Effects 

The random-effects parameter for the country (random intercepts) is nearly zero, indi-
cating negligible variation between the countries in their baseline levels of service trade 
when controlling for other factors. This suggests that the fixed effects model may ade-
quately capture the impact of the variables studied without the need for a complex ran-
dom effects structure. 

5.4 Model Fit and Diagnostics 

The Wald chi-square statistic (4807.60 with 8 degrees of freedom) confirms that the 
model is highly significant. The log likelihood of 68.584771 indicates a good fit of the 
model to the data. The LR test comparing this mixed-effects model against a simple 
linear regression model showed no significant improvement, suggesting that the inclu-
sion of random effects did not enhance the model fit beyond a linear specification. 

These findings reveal that the economic output of the countries involved and their 
cultural differences play a crucial role in influencing service trade, whereas financial 
openness appears to have a limited impact. This highlights the importance of consider-
ing both economic and cultural factors in trade policy and economic strategy formula-
tions. Additionally, the minimal random effects suggest that variations between coun-
tries are consistently explained by the fixed effects included in the model. 

This analysis in Table 3 contributes to a deeper understanding of how cultural and 
economic factors intersect to shape trade dynamics in the services sector, providing 
valuable insights for policymakers and business strategists aiming to optimize interna-
tional service trade engagements. 

Table 3. Mixed-Effects Model Results. 

 (1) (2) (3) 
VARIABLES ln_service_trade lns1_1_1 lnsig_e 

    
log_gdp 0.909***   

 (0.0629)   
log_gdp1 0.0862   

 (0.0555)   
FO_d 0.113   



IDV_d 
 

MAS_d 
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 (0.109)   
PDI_d 

 
-0.242*** 
(0.0209) 

 
 

 
 

0.470***   
(0.0454)   
0.349***   
(0.0303)   

UAI_d 
 

0.245*** 
(0.0243) 

 
 

 
 

LTO_d 
 

-0.121*** 
(0.0172) 

 
 

 
 

Constant 
 

8.413*** 
(1.059) 

-28.75*** 
(9.222) 

-2.091*** 
(0.0700) 

Observations 102 102 102 
Number of groups 6 6 6 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

6 Discussion 

6.1 Interpretation of Results 

The mixed-effects model analysis provides compelling evidence of the significant role 
that cultural differences and economic factors play in influencing service trade between 
countries. The positive and significant coefficient for Country A's GDP (log_gdp) un-
derscores the robust impact of economic strength on service trade volumes, aligning 
with economic theories that posit a positive relationship between national income and 
trade activities. Conversely, the non-significant impact of Country B's GDP (log_gdp1) 
suggests that Country A's economic status is a more critical driver in this trading rela-
tionship, which may reflect asymmetrical economic dependencies or varying levels of 
market attractiveness. 

The insignificance of the financial openness difference (FO_d) in predicting service 
trade volumes is an intriguing finding. This could indicate that while financial markets 
may be liberalized, other barriers—such as regulatory frameworks, cultural differences, 
or infrastructural issues—might still impede the actual flow of service trade. This aspect 
could be crucial for policymakers focusing exclusively on financial openness as a lever 
for boosting trade. 

Cultural differences, particularly in Power Distance (PDI_d), Individualism 
(IDV_d), and Masculinity (MAS_d), showed strong associations with trade volumes, 
which is consistent with Hofstede’s framework. These results emphasize the need for 
multinational corporations and policymakers to consider cultural compatibility or strat-
egies for cultural adaptation when fostering bilateral service trade relationships. 
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6.2 Theoretical Implications 

This study contributes to the extant literature by highlighting how both economic fac-
tors and cultural dimensions intricately influence service trade. It supports the hypoth-
esis that economic strength and cultural practices are not merely background conditions 
but active drivers of trade dynamics. The findings extend the application of Hofstede's 
cultural dimensions in international trade studies, providing an understanding of how 
specific cultural traits can either facilitate or hinder economic exchanges. 

6.3 Practical Applications 

For practitioners and policymakers, these insights suggest that enhancing service trade 
requires more than just economic incentives or regulatory alignments. There is a clear 
indication that cultural understanding and intercultural competence are crucial for ne-
gotiating and sustaining trade agreements. Training programs on cultural sensitivity 
and targeted marketing strategies that consider cultural nuances could be developed to 
maximize trade potential. 

7 Limitations and Recommendations 

The study relies on available data from international databases, which may have limi-
tations regarding coverage and accuracy. Future research could benefit from more com-
prehensive and detailed data to enhance the robustness of the findings. While the mixed 
effects model provides a robust framework for analysis, future studies could explore 
alternative modelling approaches to validate the findings further. 

Expanding the scope of the research to include more countries and different periods 
could provide a more comprehensive understanding of the relationships studied. Addi-
tionally, incorporating more granular data on service trade sectors and specific financial 
policies could yield deeper insights into the dynamics of trade in services between 
China and ASEAN countries. 

8 Conclusion 

This study explored the impact of Hofstede’s cultural dimensions and financial open-
ness on bilateral service trade between China and ASEAN countries. Using a mixed 
effects model, the research examined how cultural differences and monetary policies 
influence service trade volumes, focusing on understanding the mediating role of trade 
openness. 

The findings revealed that certain cultural dimensions, such as power distance and 
long-term orientation, significantly affect service trade. Financial openness was also 
crucial, although its impact varied across different contexts. The results suggest that 
while financial openness can enhance trade in services, its effectiveness is influenced 
by the cultural context of the trading countries. 
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This research contributes to a deeper understanding of the interplay between cultural 
factors, financial policies, and service trade. It provides valuable insights for policy-
makers aiming to enhance regional trade competitiveness and economic cooperation. 
Future studies could further explore these dynamics by incorporating more diverse da-
tasets and considering other potential mediating variables. 
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