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Abstract

This paper uses firm-level data from the Business Longitudinal Analysis Data Environment
(BLADE) to examine the dynamic relationship between business export behaviour and
performance. The results show that exporters are, on average, larger than non-exporters.
Businesses demonstrate superior growth performance in the lead up to foreign market entry, but
this growth differential diminishes shortly after beginning to export. We take entry into and exit from
the export market into account to find that continuous, but not intermittent, exporters perform
significantly better in all performance measures than non-exporters. Exporting is also associated
with a higher probability of business survival.
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Key points

= Over a third of Australia’s exporters are concentrated in four
industry divisions: Mining, Manufacturing, Wholesale Trade and
Information Media and Telecommunications.

= Around 3,000 businesses export since birth.

= On average, exporters are larger than non-exporters in terms of
employment, value-added and capital expenditure. Labour
productivity and average wages are also higher for exporters.

= Exporters grow faster than non-exporters in the lead up to foreign
market entry. But this growth differential diminishes in a few years.

= A significant proportion of businesses enter and exit the export
market every year.

= Continuous, but not intermittent, exporters perform significantly
better in all performance measures than non-exporters.

= Exporting is associated with a higher probability of business
survival.
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1. Introduction

Exporting is a key mode of internationalisation for many businesses. It is also
an important element of growth strategies in many countries. In Australia,
exports have also contributed significantly to our nation’s prosperity (McLean
2013). Australia’s GDP more than doubled in the 25 years to June 2016, and
over a quarter of this increase is accounted for by exports.! While the once-in-
a-generation mining boom has reaffirmed the national gains from exporting,
firm-level benefits include higher sales, economies of scale, insurance against
weak domestic demand, knowledge and technology diffusion and export-led
innovation and productivity growth (Giles & Williams 2000a, 2000b; Lépez
2005).

Recognising these benefits, the Australian Government supports exporters
through measures such as the Export Market Development Grants, Tradex and
Duty Drawback Scheme as well as agencies such as Austrade and the Export
Finance and Insurance Corporation. Other notable Commonwealth initiatives
to facilitate exporting by Australian producers include recent free trade
agreements with key Asian economies as well as the Industry Growth Centres
Initiative that aims to improve the capability of the key growth sectors to engage
with international markets and access global supply chains.

Two phenomenon experienced by exporters provide the basis for government
assistance for exporters. First, the rationale for export promotion policies rests
on the expected dynamic gains from exporting (Welch & Wiedersheim-Paul
1979; Czinkota 1982; Seringhaus & Rosson 1990). It is argued that exporting
firms ‘learn’ from their foreign market contacts (buyers, suppliers, competitors,
etc.), and the knowledge thus accumulated result in productivity-improving
innovations (Baldwin & Gu 2003; Keller 2004; Harris & Li 2008). Moreover,
there is evidence of knowledge spillovers from exporters to non-exporters
(Jung & Lee 2014; Munoz-Sepulveda & Diego 2015).

Second, entering foreign markets is costly. A first-time exporter needs to incur
initial costs for marketing and communication, achieving regulatory
compliance, establishing commercial relationship with buyers, product
customisation, etc (Baldwin 1989; Roberts & Tybout 1997). Since smaller
businesses are more likely to lack the ability to incur such costs, they are
generally the main target for export assistance.

Besides learning, there is also a beneficial competition effect of exporting.
Exporters compete in foreign markets where competition can be more intense
than at home. Hence, export behaviour is viewed as an indicator of the
international competitiveness of a business. This suggests there is a robust
relationship between exporting and business performance (Alvarez & Lépez
2005; Kostevc 2009).

However, good performance can also be a cause, rather than an effect, of
exporting. For more productive firms, expansion through exporting is often a
natural way forward when they hit the ceiling of domestic demand. The fact that
exporters have a productivity advantage before they start exporting suggests

1 Authors’ calculation based on ABS cat. no. 5204.0, 2015-16, Table 2

Export behaviour and business performance: Evidence from Australian microdata 4



self-selection — exporters are more productive, not as a result of exporting, but
because only the most productive firms are able to overcome the costs of
entering export markets (Bernard, Jensen & Wagner 1997; Arnold & Hussinger
2005).

Knowing the predominant form of the relationship between business export
behaviour and performance is important for informing policies that seek to
promote growth through exporting. To set appropriate policy goals, we need to
understand how firms become exporters. To set reasonable expectations about
the effects of export promotion policies, we need to understand what happens
to firms after they enter the export market. Without empirical evidence of how
firms perform prior and subsequent to exporting, we are at risk of selecting
inappropriate policies.

In this paper, we analyse the interaction between exporting and business
performance. Our analysis is centred on two key questions: do well-performing
firms become exporters and do exporters outperform non-exporters? To
address these questions, we consider business performance before, during,
and after exporting. We examine measures important to businesses, such as
value-added and productivity, as well as those important to the workers, such
as employment and wages.

The Australian firm-level results presented in this paper contribute to the
international economic literature showing that:

= exporters are generally larger in terms of employment, output and
productivity, and pay higher wages, than otherwise comparable non-
exporters (Aw & Hwang 1995; Bernard & Jensen 1995)

= superior business performance is more likely to precede, rather than
follow, exporting (Wagner 2007).

The creation of the Business Longitudinal Analysis Data Environment (BLADE)
has made it possible to conduct more sophisticated microdata analysis of
business performance in Australia. In the context of this paper, microdata can
shed more light on a number of important policy questions, such as:

= |sasolid business performance track record a prerequisite for initial export
success?

= What are the entry barriers to foreign markets?
= Do new exporters grow in subsequent years?
= Do continuous exporters outperform intermittent exporters?

= What are the impacts of export promotion policies and free trade
agreements on business export behaviour and firm performance?

= [sdiversification in terms of products and/or destinations good for business
performance?

= What are the characteristics of high growth exporters?
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This research attempts to answer some of these questions using BLADE data.
Beginning with a statistical overview of Australian exporters, the paper provides
evidence on:

= the average size gap between exporters and non-exporters in terms of
selected performance indicators

= business performance before and after foreign market entry
= the performance of continuous and intermittent exporters
= the impact of exporting on the probability of business survival.

Although causal relationships are not examined, the empirical evidence
presented in this paper is strongly suggestive. Australian businesses
demonstrate superior performance several years before beginning to export.
The evidence on business performance after foreign market entry is less clear
cut, since current export status is a poor guide for future performance.
However, exporters demonstrate a higher probability of survival than non-
exporters.

A significant proportion of businesses start and stop exporting every year. As
such, it is necessary to distinguish between continuous and intermittent
exporters. The results suggest continuous, but not intermittent, exporters
perform significantly better in all performance measures than non-exporters.

2. Data

This paper uses Business Activity Statement (BAS) data for the period 2004—
05 to 2013-14, and follows the methodology of Bernard & Jensen (1999). BAS
data is part of the BLADE that integrates administrative data and Australian
Bureau of Statistics (ABS) survey data using the ABS business register as the
integrating spine. Data linkage occurs through the ABS Business Register by
using the Australian Business Number (ABN) as the primary linking variable.

BLADE contains administrative data on more than two million actively-trading
Australian businesses. It includes Australian Taxation Office (ATO) data, IP
Australia data and some Department of Industry, Innovation and Science (DIIS)
programme data. ATO data items are sourced from:

= BAS — submitted by businesses to report their GST obligations; data items
include total sales, export sales, wages & salaries, capital & non-capital
purchases

= Business Income Tax (BIT) — submitted by businesses to report taxable
income or loss on one of four form types (Company, Partnership, Sole
Trader and Trust)

= Pay as you go (PAYG) — provided by businesses to report personal
income tax obligations of their employees; this is used to model Full-Time
Equivalent (FTE) and headcount employment counts.

The administrative data (BAS, BIT and PAYG) are reported to the ATO for core
business operational requirements. This data has limitations in terms of use for
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statistical purposes and users.? There is also a lag of about 18 months for new
ATO information to be added to BLADE.

3. An overview of Australian exporters

According to the ABS Business Characteristics Survey, 7.1 per cent of
Australian businesses sold goods and services to overseas markets in 2014—
15, down from 8.4 per cent 10 years earlier.® In line with the decreasing share
of exporting businesses, the proportion of private sector employment
accounted for by foreign final demand is also muted for Australia. As Figure 3.1
shows, around a fifth of Australia’s private sector employment depend on the
demand of its trading partners. This is much smaller compared to other
advanced resource-exporting countries such as Canada, New Zealand and
Norway.

Figure 3.1: Private sector employment sustained by foreign final demand,
per cent of total
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Source: OECD Science, Technology and Industry Scoreboard 2015

Within the dataset, more than 65,000 Australian businesses are identified as
exporters in any given year.* Goods feature prominently in Australia’s export
basket, and thus over a third of exporters are concentrated in just four industry
divisions — Mining, Manufacturing, Wholesale Trade and Information Media &

2 For more information, see: http://www.abs.gov.au/ausstats/abs@.nsf/mf/8171.0
3 ABS cat. no. 8167.0, 2014-15 and 2005-06

4 Businesses that report at least $2,000 (in current prices) of export sales in BAS are counted as
exporters. This is consistent with the ABS definition of an exporter. The number of exporters as
reported in the ABS cat. no. 5368.0.55.006 — Characteristics of Australian Exporters is less than
this due to a number of additional exclusions.
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Telecommunications.® Exporters account for 8-14 per cent of all businesses in
these industries.

As shown in Table 3.1, the median employment level of exporters in these
industries ranged between 5 and 17 workers in 2013-14. The age of the
median exporter was 9—12 years in the same year.

Table 3.1: Median values of key characteristics and indicators for exporters in selected
industry divisions, 2013-14

Key statistics (median) Mining Manufacturing Wholesale Information
Trade Media &

Telecom.

Turnover? 7,800 2,109 1,654 397
Export value? 1,373 105 112 42
Capital expenditure® 40 7 1 0
No. of workers® 17 15 8 5
Age (years) 12 12 10 9
Export to turnover ratio 0.52 0.07 0.09 0.15

Notes: a. Thousand dollars in current prices, rounded to the nearest thousand; b. head count

Source: Calculation based on the microdata from BLADE

The median export value in 2013-14 varied widely, ranging from around $1.4
million for Mining to about $40,000 for Information Media &
Telecommunications. In addition, the median export values for Manufacturing
and Wholesale Trade were around $100,000 in current prices.

Similar inter-industry differences are apparent for the export to turnover ratio®
and capital expenditure. The median export to turnover ratio for Mining is over
0.5 in 2013-14, reflecting the high export intensity of the industry. However, at
the median, only 7 per cent of Manufacturing turnover is generated from
exports. Finally, the median capital expenditure was $40,000 for Mining-
industry exporters, but much less for other industries.

3.1 Born-global businesses

Businesses that start exporting since birth — the so-called ‘born-global’
businesses — are of particular interest. While larger and more mature
businesses are more likely to export, born-global businesses defy this trend.
This highlights their underlying strength (e.g. in terms of productivity or
innovation) that enables them to enter the export market in the same year they
start business operation.

5 Successive results presented in the paper are based on the businesses from these four industry
divisions only.

5 This ratio shows the proportion of turnover generated from exports.
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Across all industries, there were around 3,000 (about 5 per cent of all exporters)
born-global businesses in 2013-14.” They are highly export-oriented —
generating, on average, a third of the turnover from exports. However, they are
not big employers. In most industries, the median employment in born-global
businesses varies between 1 and 3 workers. By and large, born-global
businesses do not stand out in terms of the median capital expenditure either.

While they are found in all industries, nearly half of all born-global businesses
are from Wholesale Trade and Professional, Scientific & Technical Services.
The median export value generated by born-global businesses of these two
industries ranged between $35,000 and $67,000 in 2013-14.

4. Average size gap between exporters and
non-exporters

Before we discuss the sources of the differences between exporters and non-
exporters, we provide evidence on the magnitude of the size gap for a variety
of business performance indicators. The analysis uses longitudinal data on
around 350,000 firms for the decade to 2013-14, and takes into account their
size, age, ANZSIC industry class, jurisdiction, year of operation and
unobserved heterogeneity.®

Table 4.1 shows the average size gap between exporters and non-exporters in
terms of the levels of selected performance indicators.

Table 4.1: Average size gap between exporters and non-exporters in the levels of
selected performance indicators, 2004—05 to 2013-14

Performance indicators® Level in exporter over and above non-exporter

(per cent)
Employment 23.8
Value-added 40.2
Labour productivity 13.4
Average wage 115
Capital expenditure 7.6

Source: Estimation based on the microdata from BLADE

" Key statistics for born-global businesses vary little over time. For example, the statistical profile
of the 2004—-05 cohort of born-global businesses is similar to that of the 2013—14 cohort.

8 Data on every business is not available for every year due to entry and exit.

9 Employment is the number of workers (headcount), value-added is turnover minus operating
expenses, labour productivity is value-added per full-time equivalent (FTE) worker, average
wage is total wage bill divided by total FTEs. Value-added, labour productivity, average wage
and capital expenditure are in 2011-12 prices.
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The numbers in Table 4.1 are the coefficients on the export status (Exporter)
of firm i in year t estimated from a regression of the form:

In Xit = ai + BiEXporterit + B2Sizeit + BzAgeit + Balndustry; + BsStatei + BsYeart + €it

where In X is the natural logarithm of the level of the performance indicator in
question, Exporter;; = 1 if firm i in year t is an exporter and 0 otherwise, Sizej is
measured by In value-added for the employment equation and In employment
for all other equations, Agei: is firm age in years, Industry; is the 4-digit ANZSIC
class of firm i, State; is the jurisdiction of operation of firm i, Year: is the year of
operation and & is a firm-specific, time-varying unobserved error term.
Therefore, all observed variables on the right-hand side, except Sizei: and Age,
are indicator variables.

Relative to non-exporters, exporters are on average about 24 per cent larger
in employment and around 40 per cent larger in value-added. In addition, full-
time workers in exporting businesses are over 13 per cent more productive,
and receive 11.5 per cent more in average wages. Exporters also commit 7.6
per cent more in capital expenditure than non-exporters.

These results suggest there are substantial differences between exporters and
non-exporters in terms of performance. Measures of employment, output,
productivity, wage and investment are larger for exporting businesses. The
remainder of the paper examines the sources of these large differentials.

5. Business performance before exporting

This section examines business performance before their foreign market entry.
For tracking performance over shorter intervals, the dataset is divided into two
sub-periods:

= 2004-05 to 2008-09
= 2009-10 to 2013-14

Businesses that enter the export market in the final year'® of each sub-period
are compared against non-exporters in terms of the initial*! levels of selected
performance indicators.

In other words, we form a sub-sample by selecting only those firms that did not
export between 2004—-05 and 2007-08 (2009-10 and 2012-13) inclusive. We
categorise as exporters, those firms in the sub-sample who exported in the final
year, 2008-09 (2013-14). We consider systematic differences in the pre-export
levels of firm performance through a regression of the following form:

In Xio = ai + BiExporterit + B2Sizeio + BzAgeio + Balndustryi + BsStatei + BsYearo + €io

where In Xjo is the natural logarithm of the level of the performance indicator in
the first year of the sub-period, Exporterir is an export dummy for the last year
of the sub-period, Sizeis and Agejp are size and age of firm i in the first year of
the sub-period, Industry and State are as before, Yearo is the first year of

102008-09 for the first sub-period and 201314 for the second

112004-05 for the first sub-period and 2009-10 for the second
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operation of firm i and &p is a firm-specific unobserved error term in the first
year of operation of firm i.

The coefficient on the export dummy in the last year of a sub-period, 1,
measures the premium for future exporters T years before beginning to export.
It must be emphasised that this is not a test for a causal relationship.

The results in Table 5.1 show that the differences between future exporters and
non-exporters are still substantial. For example, businesses that enter the
export market in 2008—-09 were already 10.4 per cent larger in employment in
2004-05.

Table 5.1: Pre-export size gap between future exporters and non-exporters in the
initial levels of selected performance indicators

Performance indicators Level in future exporter over and above non-exporter
(per cent)

2004-05 2009-10
Employment 10.4 11.9
Value-added 12.5 18.3
Labour productivity - -
Average wage — -
Capital expenditure 5.0 2.9

Notes: ‘—" denotes statistically insignificant estimates.

Source: Estimation based on the microdata from BLADE

Relative to non-exporters, exporters also had higher levels of output and
investment four years before beginning to export. For example, businesses that
enter the export market in 2013-14 invested about 3 per cent more than non-
exporters in 2009-10. However, no statistically significant difference between
future exporters and non-exporters is apparent in terms of labour productivity
and wages.

While future exporters already have the desirable characteristics, we also want
to learn how they perform in the run up to entering the foreign market. Hence,
export market entrants in the final year of each sub-period are compared
against non-exporters in terms of the average pre-export growth in the selected
variables.

To evaluate the changes in firm performance leading up to exporting, we run a
regression of the following form:

%AXit-1 = (In Xit-1 — In Xio) / (T-1) = ai + B1Exporterit + B2Sizeio + BsAgeio + Balndustryi
+ BsStatei + BsYearo + €io

The coefficient on the export dummy in the last year, 81, measures how much
faster future exporters were growing per year over the preceding T-1 years,
controlling for initial size, age and year of operation as well as State and
industry.
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Estimates presented in Table 5.2 show that future exporters grew faster than
non-exporters during the four years before their foreign market entry.

Table 5.2: Average annual pre-export growth differentials between future exporters
and non-exporters

Performance indicators Growth in future exporter over and above non-exporter

(percentage points)

2004-05 to 2007-08 2009-10 to 2012-13
Employment 0.6 0.6
Value-added 2.6 1.7
Labour productivity 4.4 2.6
Average wage 4.7 3.4
Capital expenditure 3.2 2.1

Source: Estimation based on the microdata from BLADE

For example, the average employment growth rate for businesses that become
exporters in 2008—09 was 0.6 percentage point higher per year between 2004—
05 and 2007-08. Future exporters also realised significantly faster growth in
other variables.

While not determining the causal relationship from firm performance to
exporting, the results in Tables 5.1 and 5.2 suggest exporters outperform non-
exporters even before beginning to export.
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6. Exporter performance after exporting

Exporters accumulate knowledge on foreign consumers, competitors and
technology (Silva, Afonso & Africano 2012). Competition is also greater in the
export market (Kostevc 2009). Since learning and competition generally lead
to performance improvement, it is expected that exporting may also improve
business performance.

This section examines exporter performance after their foreign market entry.
The growth performance of businesses that export in the initial year!? of each
sub-period is compared against that of non-exporters. To do this, we run a
regression of the following form:

%AXit = (In Xit—In Xio) / T = ai + BiExporterio + B2Sizeio + BzAgeio + Balndustryi + BsState;
+ BsYearo + &7

The results for the annual rates of change and the average annual growth over
the intervals are presented in Tables 6.1 and 6.2 respectively.*®

Over one-year horizons (Table 6.1), exporters grow faster than non-exporters
in employment, but not in value-added. For example, the annual employment
growth for businesses that exported in 2004-05 was 0.1 percentage point
higher during 2004—-05 to 2008-09. However, the annual value-added growth
for these businesses was 1.3 percentage points lower over the same period.

Table 6.1: Annual post-export growth differentials between initial exporters and non-
exporters

Performance indicators Growth in initial exporter over and above non-exporter

(percentage points)

2004-05 to 2008-09 2009-10 to 2013-14
Employment 0.1* 0.2
Value-added -1.3 -1.7
Labour productivity 4.8 3.1
Average wage 6.3 4.4
Capital expenditure -1.0 0.9*

Notes: * denotes statistically weak estimates.

Source: Estimation based on the microdata from BLADE

Labour productivity and average wage in exporters also increase at
significantly higher rates than for non-exporters. Also notable is the finding that
the average wage growth differential is larger than the labour productivity
growth differential. The results for capital expenditure growth are mixed.

12 2004-05 for the first sub-period and 2009-10 for the second

13|f X is a variable in natural logarithm, then the annual growth in X is given by AX; = X; — X1 and
the average annual growth in X between year T and year 0 is given by AXt = (X1 — Xo)/T.
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In terms of the average growth during the intervals (Table 6.2), exporters
outperform non-exporters only in labour productivity and average wage. Within
a few years after foreign market entry, exporters show slower (or no faster)
growth than non-exporters in terms jobs, output and investment.

Table 6.2: Average annual post-export growth differentials between initial exporters
and non-exporters

Performance indicators Growth in initial exporter over and above non-exporter

(percentage points)

2004-05 to 2008-09 2009-10 to 2013-14
Employment -0.1 -
Value-added -1.3 -1.5
Labour productivity 2.0 1.7
Average wage 2.6 2.6
Capital expenditure -0.7 -

Notes: ‘—" denotes statistically insignificant estimates.

Source: Estimation based on the microdata from BLADE

Export behaviour and business performance: Evidence from Australian microdata 14



7. Performance of continuous and
intermittent exporters

Some of the results presented in the previous section are likely to contrast with
the general policy expectation regarding the growth performance of exporters.
However, it should be noted that subsequent export behaviour of businesses
that exported in the first year of a period is not taken into account for the
analysis in Section 6.

In fact, there is significant churn in export market participation. On average,
around 10 per cent of exporters stop, while nearly 5 per cent of non-exporters
start, exporting every year. Hence, to understand the source of the discontinuity
in exporter performance, it is necessary to examine the impact of business
entry and exit in relation to export markets on subsequent business
performance.

The large number of businesses moving in and out of export markets means
that initial export status is poorly correlated with subsequent export behaviour,
especially over longer intervals. As such, businesses in the dataset are
classified into three distinct groups:

= continuous exporters — export every year of the period under
observation

* non-exporters — do not export in any year
= switchers — change their export status within an interval.

Taking any two of these groups at a time, the growth performance of one group
is compared against that of the other. Annual growth differentials in the
variables are reported in Table 7.1. Differences in the average annual growth
during 2004-05 to 2013-14 are shown in Table 7.2.
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The results are much clearer this time. In terms of the annual growth
(Table 7.1), continuous exporters perform significantly better than both non-
exporters and switchers. The employment growth rate in continuous exporters
is 0.5 percentage point higher than that of non-exporters or switchers.

Table 7.1: Annual growth differentials for continuous exporters vs non-exporters vs
switchers, 2004—-05 to 2013-14

Performance Growth in the first group over and above the second group
indicators (percentage points)

Continuous exporter  Continuous exporter Switcher vs non-

VS non-exporter Vs switcher exporter

Employment 0.5 0.5 0.1
Value-added 2.7 1.9 0.3
Labour 33 29 0.8
productivity ’ ' ;
Average wage 3.6 2.5 0.8
Capital 1.0 11 0.6

expenditure

Source: Estimation based on the microdata from BLADE

Growth rates of output, productivity, wages and investment are around 1-3
percentage points higher for continuous exporters. In addition, even switchers
outperform non-exporters in terms of one-year growth rates in all variables.

Analysis of the average growth over the entire period (Table 7.2) shows that
continuous exporters pull much further ahead of non-exporters in terms of
output, productivity and wages. A similar pattern emerges when continuous
exporters are compared to switchers. However, employment and value-added
grow no faster in switchers than in non-exporters. Switchers still outperform
non-exporters in terms of the average growth in labour productivity, wages and
capital expenditure.
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Table 7.2: Average annual growth differentials for continuous exporters vs non-
exporters vs switchers, 2004—05 to 2013-14

Performance Growth in the first group over and above the second group
indicators (percentage points)

Continuous exporter Continuous exporter Switcher vs non-

VS non-exporter vs switcher exporter

Employment 0.6 0.5 —
Value-added SRY 1.7 -
Labour 6.3 2.3 1.2
productivity
Average wage 7.4 3.1 1.3
Capital 1.2 11 03

expenditure

Notes: ‘~" denotes statistically insignificant estimates.

Source: Estimation based on the microdata from BLADE
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8. Exporting and business survival

The analysis in the preceding sections is conditional on the business having
survived. This section presents evidence on arguably the most important
potential benefit from exporting — business survival. Given the costs of
business failures and the resulting dislocation of workers, any benefit from
exporting in terms of a higher survival rate would be significant.

Empirical studies of exporters have shown that business export status is
associated with a higher survival rate (Wagner 2013). To determine if exporting
has any effect on firm survival in Australia, we estimate a probit model of the
form:

Sit = 1 if B1Xit-1 + B2Yi1 + &t > 0
Sit = 0 otherwise

where S;; equals 1 if the firm survives from year t—1 to year t, Xi—1 is a vector of
firm performance indicators (levels of employment, output, labour productivity,
average wages and capital expenditure), and Yi-1 is the export status of the
firm, in year t-1.

The results presented in Table 8.1 strongly support the hypothesis that
exporting is associated with a higher probability of business survival. On
average, an exporter is about 8 per cent more likely to survive to the following
year than a non-exporter with similar characteristics. The levels of employment,
value-added, labour productivity and capital expenditure are also positively
correlated with the probability of business survival.

Table 8.1: Exporting and business survival

Business characteristics in year t—1 Change in probability of survival in year t
Exporter 7.8
Employment 9.2
Value-added 3.7*
Labour productivity 4.3*

Average wage —

Capital expenditure 3.2*

Notes: Numbers represent the increase in the probability of business survival from a one
standard deviation increase in the variable (or a switch from 0 to 1 for the export status).

‘~’ denotes statistically insignificant estimates. * denotes statistically weak estimates.

Source: Estimation based on microdata from BLADE
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9. Conclusion

This paper uses microdata on Australian businesses to study the dynamic
relationship between their export behaviour and performance. Business
performance of exporters, both before and after exporting, are compared
against that of non-exporters to provide evidence whether exporters outperform
non-exporters.

The results show that Australian exporters, on average, employ more workers
and produce more output relative to non-exporters at any point in time. Labour
productivity, average wages and capital expenditure are also higher for
exporters. Finally, exporting is associated with a higher probability of business
survival. This points to the importance of government programmes aimed at
promoting Australia’s export and other international economic interests.

Australian businesses demonstrate superior performance both in terms of
levels and growth of key performance variables in the lead up to foreign market
entry. Pre-export performance advantage, however, may diminish relatively
quickly unless businesses can export in a persistent manner. In other words,
current export status is a poor guide for future business performance. Only
continuous exporters outperform non-exporters consistently.

This suggests policies that merely attempt to increase the number of exporters
may not be enough to produce the expected gains in terms of improved
business performance. It may be necessary to examine the performance
dynamics of new exporters on an ongoing basis to identify the causes of their
failure in foreign markets. It will also be of value to study persistent exporters
more closely to identify the drivers of their success.

One reason for their success might be innovation activities. The Australian
Innovation System Report 2016 for example shows that persistent innovators
significantly outgrow other businesses in terms of sales, value added,
employment and profit.*4 Following through with new exporters together with
learning from persistent ones will inform export promotion policies and help
make them more effective.

4 Department of Industry, Innovation and Science (2016) Australian Innovation System Report,
Office of the Chief Economist, p. 30
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