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Abstract
This paper uses firm level data for Portugal and analyses the impact of financial ratios on the
probability of exit. While controlling for financial effects, the relationship between export
activity and exit was also studied. Different indicators for export performance were used. The
results indicate that financial factors - leverage, profitability and collateral - are relevant to
survival. They also indicate that firms that export have a lower hazard ratio but if they become
unsuccessful and exit the export market they will have a higher probability of exit when

compared to continuous exporters, continuous non-exporters and starters/switcher.
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1. Introduction

During recessions firms may experience lower revenues and might require external
funding to survive, especially if they depend solely on domestic demand. Furthermore, credit
supply is expected to contract in such periods, the reduction can be severe in the case a banking
crisis is also present. Therefore, banks may not provide the funding firms need to comply with
debt payments and survive, forcing them to exit the market. This situation is particularly
relevant if the bond’s market is insufficiently developed and banks are the only source of
funding available to firms. It is therefore relevant to study if in Portugal financial constraints
influenced the decision of firms to exit and if exports played a relevant role in the probability
of survival.

The relation between borrowing constraints and firm dynamics, in particular survival, has
been studied by a large number of authors. In general, the impact of financial variables on
survival has been found to be significant and consistent across different empirical studies. In
parallel, theoretical frameworks that incorporate financial variables have also been developed
by economists, to explain the mechanisms through which borrowing constraints influence
survival. Revenues, financial structure and the collateral of firms are variables frequently used
in such models.

In addition to financial constraints there are firm characteristics that have been linked to
firm survival. Companies that export are often seen as more resilient than firms that depend
solely on domestic demand, especially during recessions. A number of papers have studied if
the likelihood of survival differed between exporters and non-exporters. They concluded that
exporter firms are more likely to survive than firms that do not export, with the results being
consistent across studies. However, only a very reduced number of studies have studied if the
likelihood of survival differs between exporters and non-exporters controlling for financial

constraints. It is important to separate the two effects as empirical studies have found evidence



that financial constraints may be important when deciding to export. None of the studies on the
impact of export status on survival used data from Portuguese firms.

The purpose of this paper is to study, for the Portuguese economy, the impact of financial
constraints on firm survival and to determine if the likelihood of survival differs between
exporters and non-exporters, or across exporting status — starters/switchers, continuous
exporters, continuous non-exporters, and exiters from export markets. It also studies the impact
of financial variables on survival for the different groups. This paper contributes to the literature
that studies the relationship between financial constraints, internationalization and firm
survival.

The study uses a database with balance sheet information on the majority of firms
operating in Portugal between 2008 and 2012. The database, Informagdo Empresarial
Simplificada (IES), is compiled by Banco de Portugal with information reported by firms in
each year. It contains information for all industries making it possible to conduct an analysis
not only for the manufacturing sector, but for the economy as a whole.

The results indicate that as expected firms with less leverage, higher profits and higher
collateral are more likely to survive then their counterparts. The empirical analysis also showed
that after controlling for financial effects, firms’ characteristics such as age and size, sector
characteristics, macro and random firm effects, exporter firms were more likely to survive than
non-exporting firms, and that after exiting the export market firms had a lower probability of
surviving when compared to continuous and non-continuous exporters, and starters/switchers.

This paper is organized as follows. Section 2 describes the literature that is relevant for
the empirical analysis. Section 3 describes the data and Section 4 the empirical model. Section
5 discusses the results. Section 6 discusses the robustness of the results. Section 7 presents the

conclusions.



2. Literature review
2.1 Financial constraints

Several authors have developed theoretical frameworks to explain how financial
constraints determine the growth and exit decision of firms (Cooley and Quadrini, 2001;
Albuquerque and Hopenhayn, 2004; Clementi and Hopenhayn, 2006).

Clementi and Hopenhayn (2006) developed a framework in which financial constraints
appear as a consequence of asymmetric information between a borrower and a lender. In their
model, a lender finances the initial investment, Iy, and the working capital, ki, that is transferred
to the borrower in each period and is entitled to a share of the liquidation value of the project
in case it fails. The borrower is required to pay the lender all its profits during the first periods
of the project and will receive revenues that constitute the expected equity, V, until the end of
the project. A project is financially feasible and can take place if the sum of the wealth of the
entrepreneur together with the maximum sustainable debt (which is determined by the value of
the collateral) is sufficient to finance the initial investment, Iy. The initial decision on how to
finance initial investment is important but it is not the sole determinant of the financial structure
of the firm. The performance of revenues is also a very important factor. This occurs as negative
shocks to revenues are translated into lower expected equity and as positive shocks are
rewarded by an increase in expected equity. As a consequence of this specification, a sequence
of negative shocks greatly reduces entrepreneurs’ expected future benefits. If the equity reaches
a specific threshold the entrepreneur may decide to exit in order to benefit from its share of the
liquidation value.

The model developed by Albuquerque and Hopenayn (2004) uses a similar structure. The
lender is responsible for financing initial investment, Iy, and the working capital, k;. (Ip and k;
can be seen as long-term and short-term debt respectively). The borrower is required to pay the

lender its profits in the initial stage. The maximum total debt is determined by the value of



collateral. However, in this model the financial constraints are a consequence of limits to the
enforceability of the contract, as the borrower can decide to exit, instead of information
asymmetries. In the model, a firm would decide to liquidate the business if the value of expected
cash flows, V, would be inferior to other opportunities available to the entrepreneur.
Furthermore, a sequence of negative shocks may lower the equity (V) to the point at which
firms decide to exit.

A very different approach was used by Cooley and Quadrini (2001), nonetheless they also
concluded that firms affected by financial constraints were expected to have a lower likelihood
of survival. According to their specification, a firm would be liquidated if it suffered a
permanent shock making the business unproductive or if the firm had insufficient resources to
repay the debt as a result of a temporary productivity shock with restrictions to external
financing.

The previous theoretical frameworks are supported by a number of empirical studies.
Some papers provide empirical evidence that financial constraints influence a firm’s decision
to invest (Fazzari et al., 1988), and that they are important to explain growth patterns and firm
size (Cabral and Mata, 2003). Other papers have concluded that financial constraints are
significant determinants of the failure of firms.

Zingales (1998) found evidence that more indebted and less profitable firms had a lower
probability of survival using data from the trucking sector in the US, even when controlling for
productivity. With data from Greek manufacturing companies, Fotopolis and Louri (2000)
determined that on average firms with higher tangible assets and profits, and lower debt had a
lower probability of exit. Using similar financial variables — debt over assets, the ratio of
tangible assets to total assets and profits over assets - Bridges and Guariglia (2008) with data
on newly establish firms for the UK, Tsoukas (2011) with data for listed companies from East

Asia, and Spaliara and Tsoukas (2013) with a panel of Asian firms from five different countries



have reach the same conclusions.

A more diverse set of variables was used by Bunn and Redwood (2003). With a panel of
British firms from all sectors of activity (except the financial sector), they concluded that debt
and profits, current ratio and interest cover ratio were also significant determinants of survival.
Using a panel of British firms as well, Guariglia et al. (2016) found evidence that leverage,
profits, equity over assets and interest rates were relevant to explain the exit decision of firms.
Finally, using data for manufacturing firms from France and the UK., G6érg and Spaliara (2014)
employed the variables - interest coverage ratio and leverage in their model with statistically
significant results that were consistent with previous studies.

As for Portugal, the impact of financial constraints on firm survival was studied by
Farinha and Santos (2006) using data for the newly created firms that answered the annual
survey of the Bank of Portugal between 1985 and 1998. In their study, firms with higher
leverage, and lower ratio of tangible assets to total assets were on average more likely to exit.
They also studied if the value of the financial variables at birth were significant to explain
survival in later periods. In another study of Portuguese firms, Mata et al. (2010), different types
of debt were considered important determinants of survival. The impact of financial variables
on exit was also considered, although indirectly, in the paper by Mata and Freitas (2012). The
purpose of their paper was to study if foreign firms had a higher survival rate when compared
to domestic firms. The variables debt over total assets and ROA were used as control variables
and were found to be statistically significant, with higher leverage and lower profits being
associated with a higher probability of exit.

2.2 Exports

Several microeconomic studies have found empirical evidence that support the

hypothesis that exporters have a higher probability to survive relative to non-exporters (see

Wagner, 2011, for a survey of the literature). To my knowledge, only two papers have studied



the impact of financial constraints with export activities on the probability of exit. Using data
for the UK, Bridges and Guariglia (2008) study the effect of internationalization on survival.
They conclude that exporters have a lower probability of exit. A similar result was obtained for
foreign owned firms. Using data for British and French manufacturing firms, Goérg and Spaliara
(2014) studied the relation between financial variables, export status and survival. Their results
indicate that when financial health indicators change, the impact on survival of a one unit
increase in each of the variables is not the same for starters, continuous exporters, continuous
non-exporters, exiters from export markets and switchers (firms that do not export
continuously). Starters and exiters from export markets have a stronger reaction to the
indicators than switchers and continuous exporters. In a previous version of the paper, they also
presented evidence that on average exporters had a lower probability of exit than other firms.
2.3 Other firm characteristics. Market characteristics.

A significant number of studies have shown that firms with larger size enjoy a higher
probability of survival. Mata and Portugal (1994) showed that this argument is true for Portugal.
Firms may be larger because they are more efficient (Audretsch and Mahmood, 1994), or they
may be larger because they can operate at their efficient size, i.e. they are not influenced by
financial factors (Fazzari et al., 1988).

The age of the firm has also been suggested as an important factor for firm survival (Mata
and Portugal, 1994, and Farinha and Santos, 2006). A possible explanation in the literature is
that the relationship between a lender and an entrepreneur is more likely to be influenced by
asymmetries of information as young firms do not have a long history of reports. Another
explanation is that neither the entrepreneur or the lender have full information on the potential
of the initial investment, and need to see the reaction of the market in the first years.

Specific characteristics of the sectors such as their entry rates, exit rates or concentration

indexes, as well as macro characteristics have been linked to the likelihood of survival (Mata



and Portugal, 1994). To account for these effects some authors have used industry dummies at
3-digit level (Mata and Freitas, 2012) or at a 5-digit level (Gorg and Spaliara, 2014). Lastly, in
the literature, dummies for the years of the sample are frequently used as a proxy for the effects
of macro variables (Gorg and Spaliara, 2014).

3. Data

The analysis uses the IES database from Banco de Portugal for the period 2006-2014.
IES includes balance sheet information and individual information (such as starting year,
district and sector of the economy) that is reported by each firm during tax payments. Thus, it
includes the majority of Portuguese firms. However, there are reasons that might explain the
non-existence of data for a firm in a specific year (delay in reporting for instance). Therefore,
if a firm reported in period t-1 and in period t+1, but there was no information for period t, the
firm was considered to be alive and the simple average of the values of the variables in t-1 and
in t+1 were used to calculated the value for period t. If instead, a firm failed to report in period
t and in period t+1, the firm was classified as dead in period t-1 (i.e. the firm died during period
t-1). Finally, a firm was classified as dead in period t if the firm had reported its intention to
close business in period t. Consequently, this paper only uses information for the period 2006-
2012, as the last two years are required to construct the variable “dead/ exit”.

Following a methodology which is commonly described in the literature with micro data,
firms that had incomplete information or inconsistent information for the variables of interest
were excluded. Moreover, firms that reported values for the financial variables that were above
the 99" percentile were also excluded as such extreme values were considered to be a result of
errors in reporting or extreme shocks. Additionally, only firms with positive values of business
turnover and assets were used.

In 2010, a new set of accounting rules were implemented in Portugal, the new guidelines

were designed to be consistent with international standards. As a consequence, the definition



of some of the variables vary before and after 2010. Moreover, a break in the series of financial
variables was observed in 2010. In order to accomplish a rigorous analysis, the sample was split
into two, the first group had firms that reported before 2010. The second group included
information for the period 2011-2012

The theoretical work of Clementi and Hopenayn (2006) and the extensive number of
empirical works that studied the impact of financial constraints and export status on survival
determined the choice of variables that were used in this paper. The analysis in this paper will
include the effects of the financial variables - leverage, collateral and profits and the effect of
export indicator variables - exports dummy and export status dummies. Control variables such
as size, age, year-dummies and industry-dummies will also be added to the models.

To create the final database, financial ratios were calculated for each firm for every year.
As a measure of Leverage the ratio of debt to total assets was calculated. Before 2010 the value
of debt corresponds to bank loans. After 2010, the definition of debt is less strict, it includes
loans from financial institutions, bonds and loans from firms from the same corporate group.
The change in the definition is a direct consequence of the transformation in the accounting and
reporting rules that took place in 2010. Profits were defined as return on assets, i.e. the ratio
between earnings before interests and taxes over total assets. IES does not have a measure that
allows for a direct measure of Collateral, therefore fixed assets were used as a proxy. Thus, for
each firm in each year, the ratio between fixed assets to total assets was computed.

Export indicator variables were also calculated for each of the firms. Exporter is an
indicator variable that was designed to assume 1 if business turnover from abroad was positive,
and zero otherwise. After 2010, the number of firms with missing information on business
turnover from foreign countries was similar to the number of firms with null sales before that
year. Therefore, the missing values were considered to be zero for this particular variable. An

additional variable, that measures the link between survival and export behavior, was computed
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for each firm. The Export status is a categorical variable with four possible classifications:
continuous exporter, continuous non-exporter, exiter from export markets and starters/switcher.
A firm was classified as Continuous exporter if it exported in period t, t-1 and in period t-2 (if
alive). If a firm did not have positive exports for period t, t-1 and t-2 (if alive) the firm was
classified as Continuous non-exporter. Moreover, in the case a firm exported in period t-1 but
had no positive exports in period t, it was considered an Exiter from export markets. Finally, if
a firm had no positive exports in period t-1 but had positive exports in period t the firm was
classified as a Starter/ switcher. Consequently, only data from 2008-2012 was used.

The control variables for individual characteristics of the firms: Age and Size were
computed as the logarithm of age and the logarithm of real sales to account for non-linearities.
In the cases that this specification was considered not sufficient, the logarithm squared was
used in the regressions as well. In the literature, different studies use different measures of size
—number of employees, real sales or assets. In this paper, sales were used as it is more coherent
with the definition used by the European Commission in the classification of firm dimension.

The first control variables for the market, the industry dummies, were constructed as
follows. In the regressions that used the entire sample, 11 different sectors were considered:
Mining and quarrying; Manufacturing; Utilities; Construction; Wholesale and retail trade;
Transport and Storage; Accommodation and food services; Information and food services; Real
estate; Consulting, education and health and Other services (exclude financial services).
Additional analysis was performed using only data for the manufacturing sector. In this case,
2-digit industry dummies were used to differentiate the different hazard rates of the sector.

To avoid endogeneity, all financial and size variables were used with one lag. Moreover,
in order to measure the impact of the financial variables on survival only firms that had positive
values for the financial variables for at least one of the sample years were included in the

analysis. Additionally, sectors, and all firms in it, that did not have at least one firm with positive
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values of exports in each year were excluded.

The analysis uses four distinct databases. The first; DB1, includes 272 215 observations
of 160 437 firms from all sectors of the economy during the period 2008-2010. The second,
DB2, includes 45 273 observations of 23 160 manufacturing firms for the period 2008-2010.
Furthermore, DB3 and DB4 include information for the period 2011-2012. The first, DB3, has
305 887 observations for 160 611 firms, and the last, DB4, includes only 23 261 firms with 44
272 observations in total.

Table 1: Evolution of death rates of firms by export status
2008 2009 2010 2011 2012

Non-exporter 85 68 66 74 7.6
Exporter 48 41 35 41 39
Exiter from export markets 9.6 10.3 88 81 9.0
Continuous Exporter 46 40 33 39 38
Continuous non-exporter 84 6.7 65 73 7.5
Starter /switcher 54 46 40 45 43

Source: IES from Banco de Portugal

Table 1 shows the evolution of death rates across the years for exporting and non-
exporting firms. There is clear evidence that the rate is superior in the case of non-exporters.
Relative to export status, exiters from export markets have the highest death rate and continuous
exporters have the lowest. Table 2 shows the sample means of the financial variables by
exporting status. On average, exporting firms are larger and older, have larger values of profits
and have lower values of collateral and leverage. Finally, on average, profits are the highest for
continuously exporting firms and continuous non-exporters have the largest value of debt.

4. Empirical model

To achieve the purpose of this paper it is essential to estimate the exit probability of the
firm. Two important factors condition the analysis and should be taken into consideration
before choosing the model so that bias is avoided. First, looking at the information available
for firms in 2012, it is impossible to know when most of the firms in the sample will die, i.e.

the data is right censored. Second, in 2008 all firms were included regardless of their age. This
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means that the data is also left truncated. In order to minimize the bias created by these
specificities a semiparametric hazard model was used for the analysis.

Table 2: Sample means by exporting status

Non Exporter Exiter Continuous  Continuous  Starter/
Exporter E. Markets Exporter Non-exporter switcher

In age (S1) 2.409 2.629 2.533 2.687 2.397 2.431
(0.774) (0.759) (0.695) (0.740) (0.780) (0.790)

lnage (S2) 2.431 2.600 2.518 2.650 2.423 2.432
(0.761) (0.756) (0.705) (0.744) (0.765) (0.771)

Size (S1) 12.27 13.76 12.90 14.01 12.22 12.89
(1.690) (1.675) (1.428) (1.577) (1.701) (1.709)

Size (S2) 11.97 13.43 12.55 13.70 11.91 12.55
(1.657) (1.760) (1.476) (1.658) (1.663) (1.804)

Collateral (S1) 65.69 63.32 61.33 64.41 66.12 59.62
(50.61) (46.23) (46.28) (46.69) (50.99) (44.44)

Collateral (S2) 31.16 25.26 25.66 24.94 31.70 26.32
(28.39) (21.91) (23.98) (21.32) (28.73) (23.75)

Profits (S1) 0.805 3.112 1.463 3.451 0.741 1.960
(14.54) (10.53) (12.75) (9.906) (14.70) (12.35)

Profits (S2) -1.786 1.659 -1.127 2.213 -1.850 -0.199
(19.92) (14.10) (17.60) (13.07) (20.13) (16.98)

Leverage (S1) 23.17 21.14 21.38 21.30 23.34 20.63
(22.16) (17.07) (18.59) (16.70) (22.47) (18.25)

Leverage (S2) 39.60 30.99 34.16 30.18 40.13 33.71
(34.48) (24.44) (29.26) (23.20) (34.90) (28.03)

Observations 213627 58588 18781 45272 194846 13316

Source: IES from Banco de Portugal,

(S1) - sample from 2008-2010 (S2) - sample from 2011-2012;
Standard deviations are reported in parenthesis

Variables are expressed in lags; E. Markets=Export markets

The information provided in the database is annual. This implies that it is not possible to
determine the exact time of death, it is only possible to acknowledge that the firm died after the
beginning of the period and before it ended, thus interval censoring is also present. To account
for the later characteristic a discrete duration model was used (complementary log-log).
Additionally, to incorporate the empirical evidence that firm heterogeneity is relevant to explain
survival, a random effects model was used (with normal distribution). The additional effects
calculate a different baseline hazard for each firm. A very good explanation of the model and

steps for its implementation is provided in Jenkins (2005) and Jenkins (1995). Furthermore,
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Geroski et al. (2010), Tsoukas (2011) and Gorg and Spaliara (2014) provide examples of
empirical applications of the discrete survival models to firm survival analysis. The model can
be represented as:
log h(t, Ilv) =Dt)+BYy+aXy+ MW, +wZ;; +60; t=1,.,n €))
Equation (1) presents the hazard rate, which is the probability of failure in t, given that,
the firm did not die until t-1. It is represented in the cloglog form. The hazard depends on the
baseline hazard that characterizes each firm, v (8; = f(v)), individual characteristics of the
firm such as age (t) and size (Y), financial variables (X), export indicators (W) and market
indicators (Z). 5, a,n and w represent vectors of the regression coefficients. IT includes Y, X,
W and Z.
log h(t, I|v) =D(t) + BY; + aX;, + nExporter;, + wZ;, + 0; ?2)
The analysis involved two stages. Each of the steps was implemented on all four
databases. Firstly, the impact of the financial variables and the link between survival and
exporting was studied (2). Additionally, the relationship between survival and exporter status
was studied (3).
log h(t, II|lv) = D(t) + BY;; + aX;, + nExport status;;, + wZ;, + 6; 3)
Secondly, a different approach was followed in order to establish if the regression
coefficients of the financial variables could vary across export indicators (4). As in stage 1, the
analysis with the export indicator was used first and the export status indicator was used after.
log h(t, Nlv) =D()+BY +aXy + MWy + Yy X« W), + wZ;, + 0 4
where y(X * Exporter) = y,Levrage = Exporter + y,Profits * Exporter + y;Collateral * Exporter
S. Results
In this section, the empirical results are presented and discussed in light of the evidence
from the relevant empirical literature. Table 3 shows the estimates of equations (3) in columns

1, 3, 5 and 7 and the estimates of equation (2) in columns 2, 4, 6 and 8. The first four columns
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refer to the analysis of the data for the first period (2008-2010) and the last four for the second
period (2011-2012). In addition, the last two columns of each period refer to the manufacturing
sector as oppose to all industries.

The impact of financial variables — Leverage, Profits and Collateral - on the exit decision
of firms is statistically significant. The estimates show that firms with more Leverage have on
average a higher likelihood of exit, which is consistent with the results found in the literature
(Zingales (1998), Fotopolis and Louri (2000), Bunn and Redwood (2003), Bridges and
Guariglia (2008), Tsoukas (2011), Spaliara and Tsoukas (2013), Gorg and Spaliara (2014),
Guariglia et al. (2016)), including previous results that used Portuguese data (Farinha and
Santos (2006), Mata et al. (2010), Mata and Freitas (2012)).

The results also indicate that firms with higher ROA (Profits) have on average a lower
probability of exit. This is in line with previous studies on survival (Mata and Freitas (2012),
Zingales (1998), Fotopolis and Louri (2000), Bunn and Redwood (2003), Bridges and Guariglia
(2008), Tsoukas (2011), Spaliara and Tsoukas (2013), Guariglia et al. (2016)). There is also
empirical evidence that Collateral is an important factor for survival. The higher its value, the
lower is, on average, the probability of exit. In the literature, several variables have been used
as proxy for collateral, Fotopolis and Louri (2000) used fixed assets and found evidence that
the higher the values of this variable the lower the likelihood of exit. Another variable also used
as proxy is tangibles assets, which includes not only fixed assets but also inventories. This
approach was followed by Farinha and Santos (2006), Bridges and Guariglia (2008), Tsoukas
(2011), Spaliara and Tsoukas (2013), and they all concluded that the variable was an important
determinant of survival and that higher values of collateral decreased the probability of exit.

Thus, the empirical results show that the probability of survival depends on the financial
strength of firms, as companies with less leverage and more profits and collateral have a lower

probability of exit, which is consistent with the empirical literature on survival.
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Table 3: Regression results

0 @ ® @ ® © @ ®
Exit
Inage -0.145***  -0.149***  -0.300*  -0.525*** -0.242*** -0.258*** -0.118***  -0.132***
(-12.86)  (-13.47)  (-2.54) (-4.56)  (-23.64)  (-25.60)  (-3.93) (-4.49)
Inage2 0.067** 0.117***
(2.76) (5.02)
Size -0.130***  -0.142*** -0.167*** -0.187*** -0.145*** -0.156*** -0.171*** -0.192***
(-33.41) (-36.83) (-11.37) (-11.66) (-32.94) (-33.33) (-14.73) (-14.70)
Collateral -0.005***  -0.005***  -0.005*** -0.005*** -0.008*** -0.010*** -0.007***  -0.008***
(-20.96) (-23.09) (-8.46) (-8.84) (-25.99) (-28.89) (-6.92) (-8.07)
Profits -0.023***  -0.022***  -0.028*** -0.028*** -0.014*** -0.014*** -0.021***  -0.020***
(-46.61) (-44.21) (-17.20) (-16.27) (-40.64) (-39.03) (-16.88) (-15.55)
Leverage 0.004***  0.003***  0.004*** 0.004** 0.002***  0.002*** 0.001 0.000
(10.21) (8.32) (3.34) (3.04) (10.59) (8.80) (1.11) (0.20)
Continuous -0.655%** -0.557*** -0.741*** -0.747***
Exporter (-19.82) (-8.17) (-23.15) (-10.76)
Continuous -0.589*** -0.525*** -0.537*** -0.511***
non-exporter  (-25.01) (-9.08) (-23.86) (-8.89)
Starter -0.952%** -0.875*** -1.001*** -1.007***
(-19.03) (-8.30) (-21.14) (-9.42)
Exporter -0.225*** -0.216*** -0.349*** -0.378***
(-9.26) (-4.24) (-14.86) (-7.61)
Insig2u -8.280 -4.782 -0.531 -0.150 -1.198***  -1.101*** -0.458 -0.504
_cons (-0.04) (-0.72) (-1.32) (-0.46) (-4.23) (-3.93) (-1.22) (-1.08)
N 272215 272215 45273 45273 305887 305887 44272 44272

Source: IES from Banco de Portugal

t statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. eziters from export markets
was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010
(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector

The empirical results also show that exporting firms have on average a lower probability
of exit than non-exporting firms, controlling for the financial factors that also influence the
business. There are several empirical studies that analyzed the link between firm survival and
exports, and found that on average exporting firms have a lower likelihood to exit or the link is
insignificant. However, only Bridges and Guariglia (2008) analyzed this effect controlling for
the financial health of the firm. Their conclusion was that exporting firms had a higher
probability of survival.

A more detailed analysis of the effect of exporting was done using four indicators instead

of two. After controlling for financial factors (on average) Exiters from export markets have

the highest probability of closing their business. Starters/switchers have the lowest probability
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Table 4: Hazard rates(h) by export status
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of exit, which suggests that the decision to start exporting and exit are not taken in the same
year. Continuous exporters show a lower probability of exit when compared to continuous non-
exporters, this difference is particularly relevant in the last period (2011-2012).

However, table 2 showed that firms with different exporting status presented different
sample means for the financial variables. This fact suggests that, the impact of export status on
survival happens through two channels - the financial and the non-financial. Table 4 shows the
hazard rate using the coefficients that were estimated in the regression, the mean of the financial
variables for each status, and the effect of the status estimated in the regression. The graphs
confirm the previous conclusions — exiters from export markets have higher hazard rates, and
starters/switcher have the lowest rates. Continuous exporters have a lower likelihood of exit
relative to continuous non-exporters.

Gorg and Spaliara (2014) analyzed the impact of export status on survival while
controlling for the financial health of the firm. Their conclusions also highlighted that exiters
from export markets have a higher probability of exit relative to other firms.

Therefore, the exporting status of a firm seems relevant to explain survival even when the
financial effect is controlled for in the model. The results also show that the decision to export
comes with risks as exiters from export markets had the highest values for the hazard rate. A
possible explanation is that a large investment is required prior to the start of the exporting
activity, with a large share being a sunk cost. Not succeeding may therefore compromise the
firm’s ability to honor their commitments with the financial institutions or reduce to
unsustainable levels the internal resources of the firm.

The results on the individual characteristics of the firms are also consistent with the
literature, as older and larger firms have a lower probability to exit.

Table 5 shows the estimation results of equation (4). As before, the first four columns

Table 5: Regression results
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(1) 2 3) (4) (5) (6) (7) (®)
Inage -0.140***  -0.150*** -0.285* -0.520***  -0.239*** -0.257*** -0.116*** -0.128***
(-12.40)  (-13.57)  (-2.34) (-4.47)  (-23.13)  (-25.59)  (-3.81) (-4.34)
Inage2 0.063* 0.116***
(2.52) (4.89)
Size -0.122***  -0.141***  -0.158*** -0.183*** -0.142*** -0.155*** -0.164*** -0.184***
(-30.36)  (-36.88)  (-10.41)  (-11.43)  (-31.91)  (-32.63)  (-13.34)  (-13.98)
Collateral -0.009%**  -0.005*** -0.007*** -0.005*** -0.014*** -0.010*** -0.013*** -0.010***
(-12.73)  (-22.15)  (-4.83) (-7.49)  (-11.86)  (-27.97)  (-4.83) (-8.28)
Profits -0.027***  -0.022***  -0.034*** -0.025*** -0.020*** -0.014*** -0.022*** -0.020***
(-18.11)  (-42.60)  (-8.88)  (-13.88)  (-19.03)  (-37.34)  (-8.25)  (-14.39)
Leverage -0.002  0.002***  -0.000 0.002 -0.001  0.002***  0.001 -0.001
(-1.22) (6.91) (-0.16) (1.67) (-0.87) (7.57) (0.58) (-1.17)
Cont. Exporter 0.005*** 0.001 0.006*** 0.010**
*Collateral (5.20) (0.76) 3.77) (2.91)
Cont. non-exporter 0.005*** 0.003 0.006*** 0.005
*Collateral (6.81) (1.72) (4.65) (1.75)
Starter 0.003 0.000 0.006** 0.012*
xCollateral (1.74) (0.12) (2.58) (2.39)
Cont. exporter -0.005* -0.007 0.001 -0.004
*Profits (-2.25) (-1.68) (1.03) (-1.29)
Cont. non-exporter  0.004** 0.010* 0.006*** 0.002
*Profits (2.99) (2.48) (6.15) (0.62)
Starter 0.009*** 0.013* 0.007*** 0.001
xProfits (3.47) (2.32) (3.38) (0.26)
Cont. exporter 0.008*** 0.006 0.006™** 0.007**
xLeverage (4.21) (1.45) (5.31) (2.80)
Cont. non-exporter  0.006*** 0.004 0.003*** -0.002
xLeverage (4.08) (1.25) (3.91) (-0.75)
Starter 0.007** 0.010 0.004* -0.004
*Leverage (2.89) (1.71) (2.24) (-1.04)
Continuous -1.043*** -0.742*** -1.052*** -1.277***
exporter (-15.51) (-4.99) (-19.14) (-9.88)
Continuous -0.906*** -0.714*** -0.702*** -0.543***
non-exporter (-20.89) (-5.94) (-19.83) (-5.57)
Starter -1.156*** -1.038*** -1.179*** -1.155***
(-11.67) (-4.54) (-14.66) (-6.16)
Exporter 0.001 0.000 0.001 0.007**
*Collateral (1.04) (0.02) (1.21) (3.29)
Exporter -0.003* -0.010** -0.002* -0.003
*Profits (-2.16) (-3.19) (-2.01) (-1.57)
Exporter 0.004** 0.004 0.002** 0.006***
xLeverage (3.20) (1.56) (3.24) (3.50)
Exporter -0.351*** -0.333** -0.479*** -0.829***
(-7.08) (-3.03) (-11.99) (-8.84)
Insig2u -7.702 -4.757 -0.605 -0.198  -1.063*** -1.151*** -0.375 -0.469
_cons (-006)  (-0.74)  (-1.29)  (-0.57)  (-4.26)  (-3.82)  (-0.99) (-0.97)
N 272215 272215 45273 45273 305887 305887 44272 44272

Source: IES from Banco de Portugal. ¢ statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE.
eziters from export markets was omitted. Industry groups and years were omitted. (1),(2),(3),(4) use data from

2008-2010; (5),(6),(7),(8) use data from 2011-2012 and (3),(4),(7),(8) use only data for the man. sector
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refer to the analysis of the data for the first period (2008-2010) and the last four for the second
period (2011-2012). In addition, the last two columns of each period refer to the manufacturing
sector as oppose to all industries.

The results show that the interactions between the financial variables and export status
are particularly relevant when the estimation uses all industries, with most of the coefficients
being statistically significant. However, the importance of the interactions for the estimation of
the hazard rate for manufacturing firms seems reduced, as most coefficients associated with the
interactions are statistically insignificant. The empirical results from columns (1) and (5)
suggest that the increase in the probability of exit after a decrease of Collateral or Profits will
be higher for exiters from export markets relative to starters and continuous non-exporters,
however the impact on survival after an increase in leverage is expected to be lower for exiters.

The important conclusion is, that even in the presence of interactions, the indicators of
export status remain statistically significant, with the same sign and ordering. Therefore, exiters
from export markets continue to be the firms that, on average, have a higher probability of exit,
and starters/switchers the firms with the lowest. Thus, empirical evidence suggests that firms
belonging to different exporting status may have different coefficients for the financial
variables. However, the main results regarding the importance of the financial variables and
export indicators do not change after taking into account such interactions between the two sets
of variables.

6. Robustness

In this section, the empirical results of the robustness checks are discussed. Initially, the
variable productivity was added to the model to test if financial and export indicators remained
statistically significant determinants of survival and if the inclusion of this variable changed the

sign of the relevant estimators. The variable logarithm of sales over the number of employees
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was chosen to measure productivity. To estimate the effect of size (sales) and the effect of
productivity (sales per employee) on survival, the following specification was considered:

log h(t, |v) = D(t) + aX; + W, + @Z;; + 0; + B, In(sales;,) + B, In(employees;,) (6)1
The empirical results showed that all variables that were significant remained significant and
none of the relevant variables changed its sign.

Next, robustness was also tested considering different specifications from the ones used
in the original model. Firstly, it was tested whether changing the definition of the export
indicator would change the empirical results. In the original model, the indicator for exports
was defined as 1 if a firm had positive foreign sales, and zero otherwise. In this new model, the
variable export will only assume the value of 1 if the business turnover originated abroad was
above 50% of the total value, or, superior to 10% if the firm had sales superior to 150 000€.
The financial variables — leverage, profits and collateral remained significant and with the same
sign. However, there was a change to the effect of the export status when controlling for the
effect of the financial variables. With the new specification, continuous exporters become the
group with the lowest probability of exit.

Secondly, a model with a different definition of leverage was used. In the new model,
leverage is defined as liabilities instead of debt. The number of firms with information on
liabilities is larger when compared with the number of firms that have information on debt,
which explains the differences in the number of observations. The effect of this variable on the
probability of exit remains positive. The effects of the other variables are consistent with
previous results. However, using this specification, leverage becomes statistically significant
for all the regressions. Finally, the baseline model was re-estimated using 3 digit-level industry

dummies. The results were also consistent with the ones obtained with the first model.

! Instead of using sales and sales per employee, the regression includes sales and employees due to the
following equality: B, In(sales) + B, In(employees) = B, ln( sales ) + (B, + B2)In (employees)

employees
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7. Conclusions

In this study, micro data for firms that were operating in the Portuguese economy between
2008 and 2012 available in IES was used. IES is a database which is computed by Banco de
Portugal using individual characteristics and balance sheet information that firms are obliged
to report every year, consequently it comprises information for all, or almost all Portuguese
firms. The initial database was split into two sub periods, 2008-2010 and 2011-2012, and
empirical estimations were applied to both periods. This decision was made to overcome a
structural break in the series of the financial variables which were a result of revisions to the
legislation on accounting rules implemented in 2010.

One of the purposes of this study was to determine if, in Portugal, the survival of firms
was influenced by financial factors. The empirical evidence shows that variables such as
leverage, profitability and availability of assets that could be presented as collateral are relevant
to the likelihood of exit of a firm. Firms with higher leverage, lower returns on assets and lower
shares of assets that can be used as collateral have on average a higher probability of exit.

However, relative to the main research question if exporters were more likely to survive
relative to firms that were only exposed to the domestic market, the results showed that after
controlling for financial variables, exporting firms have on average a higher probability of
survival. Moreover, exporting firms also present healthier values for the financial indicators,
which decreases even more the likelihood of exit.

To understand the relationship between exports and survival in more detail, a model
including other indicators for the export behavior was tested. Exiters from export markets,
which are firms that stopped exporting in the current period, constitute the group that has the
lowest likelihood of survival. These firms present worst values for the financial variables when
compared to continuous exporters and non-exporters and they are the most likely to exit when

financial factors are controlled for. Exiters from export markets are also more reactive to
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variations in the financial variables relative to other firms. However, starting to export also has

some advantages. Firms that do not exit and become continuous exporters are expected to have

lower hazard rates than firms that never decided to export, with and without the financial
effects.

This may be relevant for policy decisions. Firms that export are more robust, they have
lower death rates, lower leverage and higher returns. Thus, solving borrowing constraints that
are currently limiting the access of firms to export markets may be important to strengthening
the economy. However, the decision to export has risks. Firms that stop exporting have the
highest hazard rates.
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Appendix

In this section, the regressions results of the robustness tests are presented.

Table 1: Regression results with the variable productivity

(1) (2) (3) (4) (5) (6) (7) (8)
Exit
Inage -0.141%** -0.149*** -0.241 -0.399** -0.243*** -0.261%** -0.128*** -0.145%***
(-12.51) (-13.43) (-1.94) (-3.19) (-23.64) (-25.65) (-4.20) (-4.76)
Inage2 0.0531* 0.0884***
(2.09) (3.46)
Sales -0.123*** -0.141%** -0.184*** -0.220%** -0.148*** -0.167*** -0.205%** -0.242%**
(-28.15) (-32.56) (-10.24) (-10.87) (-28.23) (-29.06) (-13.74) (-14.34)
Employees -0.043%** -0.004 0.058 0.114** 0.013 0.046*** 0.145*** 0.207***
(-3.40) (-0.28) (1.67) (3.16) (1.01) (3.49) (4.19) (5.70)
Collateral -0.005*** -0.005*** -0.005*** -0.006*** -0.009*** -0.010*** -0.008*** -0.009***
(-20.68) (-22.97) (-8.52) (-9.03) (-25.91) (-28.90) (-7.15) (-8.27)
Profits -0.023*** -0.022%** -0.028*** -0.028*** -0.014*** -0.014*** -0.021%** -0.021%**
(-46.27) (-43.92) (-17.30) (-16.54) (-40.58) (-39.26) (-17.28) (-16.60)
Leverage 0.003%** 0.003*** 0.004*** 0.004** 0.002%** 0.002*** 0.001 0.010
(10.13) (8.31) (3.34) (3.06) (10.57) (9.10) (1.70) (1.22)
Continuous -0.643*** -0.572%** -0.744*** -0.792%**
Exporter (-19.45) (-8.25) (-23.11) (-11.03)
Continuous -0.601*** -0.509*** -0.535%** -0.467***
non-exporter (-25.38) (-8.69) (-23.74) (-7.96)
Starter/ -0.955%** -0.874%*** -1.001*** -1.002***
switcher (-19.12) (-8.24) (-21.12) (-9.26)
Exporter 20.223%** 20.264%** 20.364%** J0.482%**
(-9.08) (-4.92) (-15.24) (-8.87)
Insig2u -8.422 -5.471 -0.475 -0.051 -1.124%** -0.830*** -0.238 -0.049
_cons (-0.03) (-0.41) (-1.25) (-0.17) (-4.13) (-3.72) (-0.77) (-0.16)
N 272215 272215 45273 45273 305887 305887 44272 44272

Source: IES from Banco de Portugal

t statistics in parentheses

p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. exiters from export markets

was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector



Table 2: Regression results with the variable productivity with interactions

(1) (2) (3) (4) (5) (6) (7) (8)
Inage -0.136*** -0.150*** -0.233 -0.402** -0.240*** -0.261%** -0.126*** -0.141%**
(-11.98) (-13.52) (-1.84) (-3.20) (-23.12) (-25.64) (-4.09) (-4.59)
Inage2 0.051* 0.089***
(1.96) (3.46)
Sales -0.113*** -0.140*** -0.174%** -0.216*** -0.144*** -0.166*** -0.198*** -0.230%**
(-25.23) (-32.67) (-9.51) (-10.66) (-27.52) (-28.58) (-12.70) (-13.96)
Employees -0.050*** -0.004 0.055 0.113** 0.011 0.046*** 0.138*** 0.194***
(-3.94) (-0.34) (1.60) (3.14) (0.90) (3.49) (3.96) (5.42)
Collateral -0.010*** -0.005*** -0.007*** -0.005*** -0.014*** -0.010*** -0.013*** -0.010***
(-12.78) (-22.10) (-4.83) (-7.56) (-11.86) (-27.98) (-4.71) (-8.32)
Profits -0.027*** -0.022%** -0.034*** -0.026*** -0.020*** -0.014*** -0.022%** -0.020***
(-17.89) (-42.50) (-8.93) (-14.00) (-19.00) (-37.63) (-8.21) (-15.24)
Leverage -0.002 0.002%** -0.000 0.003 -0.001 0.002%** 0.002 -0.000
(-1.41) (6.89) (-0.07) (1.74) (-0.80) (7.90) (1.14) (-0.27)
Cont. Exporters 0.005*** 0.001 0.006™** 0.009*
*Collateral (5.49) (0.59) (3.75) (2.54)
Cont. non-exporter 0.005*** 0.002 0.006*** 0.005
# Collateral (6.95) (1.64) (4.63) (1.55)
Starter/Switcher 0.003 0.000 0.006* 0.011*
«Collateral (1.85) (0.08) (2.56) (2.15)
Cont. Exporter -0.004* -0.007 0.002 -0.005
« Profits (-2.19) (-1.71) (1.03) (-1.36)
Cont. non-exporter 0.004** 0.010* 0.007*** 0.002
« Profits (2.90) (2.49) (6.16) (0.63)
Starter/switcher 0.009*** 0.014* 0.007*** 0.002
* Profits (3.47) (2.32) (3.39) (0.32)
Cont. Exporter 0.008*** 0.005 0.006*** 0.007*
*Leverage (4.39) (1.35) (5.28) (2.55)
Cont. non-Exporter 0.006*** 0.004 0.003*** -0.002
* Leverage (4.24) (1.16) (3.86) (-1.10)
Starter/switcher 0.007** 0.009 0.004* -0.004
# Leverage (3.00) (1.64) (2.22) (-1.20)
Continuous -1.052%** -0.730%** -1.053%** -1.269%**
exporter (-15.67) (-4.88) (-19.11) (-9.67)
Continuous -0.929*** -0.688*** -0.700*** -0.463***
non-exporter (-21.30) (-5.66) (-19.70) (-4.61)
Starter/ -1.172%%* -1.023*** -1.178%** -1.102***
Switcher (-11.85) (-4.45) (-14.62) (-5.80)
Exporter 0.001 -0.000 0.001 0.006**
* Collateral (1.07) (-0.31) (1.12) (2.73)
Exporter -0.003* -0.010** -0.002* -0.004
* Profits (-2.15) (-3.24) (-2.06) (-1.69)
Exporter 0.004** 0.004 0.002** 0.006™**
* Leverage (3.21) (1.42) (3.23) (3.43)
Exporter -0.350%** -0.348** -0.493%** -0.904***
(-7.06) (-3.11) (-12.17) (-9.20)
Insig2u -7.650 -6.427 -0.562 -0.098 S1.011%**  -0.865%** -0.223 -0.095
_cons (-0.06) (-0.19) (-1.26) (-0.31) (-4.16) (-3.68) (-0.70) (-0.30)
N 272215 272215 45273 45273 305887 305887 44272 44272

Source: IES from Banco de Portugal
t statistics in parentheses

was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

*

p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. exiters from export markets

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector



Table 3: Regression results using a different definition of exporter (i)
(1) (2) (3) (4) (5) (6) (7) (8)
Exit
Inage -0.130%**  -0.143*** -0.058 -0.415%**  _0.230***  -0.252%** -0.101** -0.126***
(-11.44) (-12.75) (-0.46) (-3.48) (-21.76) (-24.60) (-3.20) (-4.18)
Inage2 0.018 0.095***
(0.69) (3.92)
Size -0.126*** -0.149%** -0.167*** -0.201%** -0.147%** -0.168*** -0.170*** -0.205***
(-31.11) (-36.83) (-10.67) (-12.02) (-33.17) (-35.15) (-13.94) (-15.56)
Collateral -0.005***  -0.005***  -0.005***  -0.005***  -0.009***  -0.010***  -0.007***  -0.008***
(-20.09) (-22.80) (-8.22) (-8.67) (-25.20) (-28.68) (-6.59) (-7.87)
Profits S0.023***  _0.022***  -0.029%**  -0.028***  -0.015***  -0.015***  -0.022*** = -0.021***
(-46.49) (-44.17) (-17.57) (-16.52) (-41.62) (-39.96) (-17.27) (-16.23)
Leverage 0.004*** 0.003*** 0.004*** 0.004** 0.003*** 0.002%** 0.002* 0.001
(10.95) (8.54) (3.35) (2.93) (11.57) (9.31) (2.02) (0.68)
Continuous -0.848*** -0.899*** -1.016*** -1.127%**
exporter (-16.86) (-9.46) (-19.79) (-9.69)
Continuous -0.904*** -0.875%** -0.871%** -0.847%**
non-exporter (-28.66) (-12.06) (-27.16) (-9.89)
starter/ -0.924*** -0.778%** -0.944*** -0.902%**
switcher (-12.26) (-5.27) (-14.17) (-6.02)
Exporter -0.002 -0.059 -0.159*** -0.217**
(-0.04) (-0.89) (-4.51) (-3.17)
Insig2u -3.384 -2.895** -0.452 -0.127 S0.573%**  _0.746*** 0.069 -0.274
_cons (-1.82) (-2.69) (-1.11) (-0.40) (-3.86) (-3.91) (0.28) (-0.74)
N 268540 268540 44992 44992 300657 300657 43883 43883

Source: IES from Banco de Portugal

t statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. eziters from export markets

was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector

(i) a firm is an exporter if it exports more than 50 percent of its business turnover, or, if

exports more than 10 percent of business turnover, and the value of sales is superior to 150 000

euros



Table 4: Regression results using a different definition of exporter (i) with interactions

(1) (2) (3) (4) (5) (6) (7 (8)

Inage S0.125%%%  _0.144%***  _0.00865  -0.436***  -0.224***  _0.252***  _0.099** ~0.124%%*
(-10.95) (-12.78) (-0.07) (-3.65) (-21.05) (-24.61) (-3.15) (-4.10)

Size -0.118***  -0.149***  -0.156"**  -0.199%**  -0.141***  -0.167"**  -0.169*** -0.203***
(-27.93) (-36.81) (-9.73) (-11.91) (-31.26) (-35.01) (-13.15) (-15.20)

Collateral -0.009*** -0.005*** -0.006*** -0.005*** -0.014*** -0.010*** -0.005 -0.008***
(-8.39) (-22.42) (-3.56) (-7.88) (-7.94) (-28.27) (-1.10) (-7.55)

Profits -0.024*** -0.022*** -0.035%** -0.027*** -0.017*** -0.015%** -0.017*** -0.021***
(-10.61) (-43.64) (-6.24) (-15.60) (-10.48) (-39.46) (-4.83) (-15.68)

Leverage -0.004* 0.003*** -0.005 0.003* -0.003* 0.002%** 0.002 0.000
(-2.15) (8.25) (-1.08) (2.44) (-2.54) (8.90) (0.83) (0.14)

Cont. Exporter 0.005** -0.000 0.007** -0.005

* Collateral (3.16) (-0.17) (2.77) (-0.93)

Cont. non-Exporter 0.005*** 0.002 0.006** -0.003

* Collateral (4.18) (0.92) (3.15) (-0.66)

Starter/switcher 0.002 -0.002 0.004 0.001

* Collateral (1.18) (-0.50) (1.17) (0.21)

Cont. Exporter -0.008* -0.011 0.002 -0.011*

* Profits (-2.29) (-1.50) (0.60) (-2.14)

Cont. non-Exporter 0.000 0.007 0.002 -0.005

* Profits (0.17) (1.26) (1.02) (-1.52)

Starter/switcher 0.005 0.010 0.001 -0.016*

* Profits (1.31) (1.04) (0.37) (-2.22)

Cont. Exporter 0.007** 0.011 0.009*** 0.006

* Leverage (2.61) (1.92) (4.82) (1.36)

Cont. non-Exporter 0.009*** 0.010* 0.006*** -0.001

* Leverage (4.20) (1.99) (4.84) (-0.48)

Starter/switcher 0.009* 0.007 0.004 0.000

* Leverage (2.52) (0.81) (1.64) (0.00)

Continuous -1.173%** -1.070%** -1.439%** -1.234%%*

exporter (-11.46) (-5.04) (-16.43) (-6.27)

Continuous -1.232%%* -1.121%*%* -1.144%** -0.765***

non-exporter (-23.04) (-8.20) (-23.72) (-6.06)

Starter/ -1.134%%* -0.738* -1.082*** -1.064***

switcher (-8.09) (-2.46) (-9.65) (-3.73)

Exporter 0.001 -0.001 0.001 0.001

* Collateral (0.75) (-0.89) (0.63) (0.20)

Exporter -0.002 -0.012* 0.000 -0.006

* Profits (-0.77) (-2.47) (0.63) (0.20)

Exporter 0.001 0.003 0.000 -0.006

* Leverage (0.48) 0.72) (0.21) (-1.88)

Exporter -0.062 -0.033 0.002 0.006*

(-0.81) (-0.20) (1.41) (2.37)

Insig2u -3.135* -2.889%* -0.525 -0.136 -0.492%** -0.749%** -0.0546 -0.285

_cons (-2.07) (-2.71) (-1.17) (-0.43) (-3.61) (-3.91) (-0.19) (-0.74)

N 268540 268540 44992 44992 300657 300657 43883 43883

Source: IES from Banco de Portugal

t statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. exiters from export markets
was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector



Table 5: Regression results using a different definition of leverage (ii)
(1) (2) (3) (4) (5) (6) (7) (8)
Exit
Inage S0.200%**  -0.212***  _0.575%**  _0.859%**  _0.248***  _0.268*** = -0.137***  -0.162***
(-28.94) (-31.05) (-7.48) (-11.79) (-30.91) (-34.23) (-5.52) (-6.67)
Inage2 0.114%** 0.176™**
(6.93) (11.30)
Size -0.147*** -0.156*** -0.185*** -0.197*** -0.131*** -0.140*** -0.175*** -0.202***
(-55.23) (-53.19) (-19.17) (-18.11) (-34.27) (-42.06) (-16.56) (-16.28)
Collateral -0.004***  -0.004***  -0.004***  -0.004***  -0.008***  -0.009***  -0.009***  -0.011***
(-27.33) (-29.92) (-10.33) (-10.83) (-25.98) (-31.95) (-9.43) (-11.79)
Profits -0.009***  -0.008***  -0.010***  -0.009***  -0.007***  -0.007***  -0.011***  -0.010***
(-35.74) (-33.85) (-11.49) (-10.66) (-26.95) (-26.57) (-11.59) (-10.45)
Leverage 0.005*** 0.005*** 0.007*** 0.007*** 0.003*** 0.003*** 0.004*** 0.003***
(42.72) (38.90) (17.98) (16.78) (28.52) (30.52) (10.84) (9.54)
Continuous -0.720%** -0.692%** -0.798*** -0.819***
exporter (-30.52) (-14.01) (-28.40) (-13.45)
Continuous -0.598*** -0.611%** -0.613*** -0.673%**
non-exporter (-38.28) (-15.54) (-32.28) (-14.04)
Starter/ -1.074%** -1.109%** S1.147%%* -1.238%**
Switcher (-31.22) (-14.33) (-27.09) (-12.60)
Exporter -0.303*** -0.308*** -0.364%** -0.350***
(-17.45) (-8.37) (-17.46) (-7.62)
Insig2u -1.507***  -1.556%** -0.199 -0.083 -3.924 -5.149 -0.327 -0.222
_cons (-6.50) (-5.51) (-1.08) (-0.43) (-0.77) (-0.40) (-1.11) (-0.70)
N 694786 694786 93921 93921 424421 424421 56985 56985

Source: IES from Banco de Portugal

t statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. eziters from export markets

was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector

(ii) leverage is defined as total liabilities over total assets



Table 6: Regression results using a different definition of leverage (ii) with interactions

(1) (2) (3) (4) (5) (6) (7 (8)

Inage -0.190*** -0.210*** -0.045* -0.061** -0.242%** -0.268*** -0.129*** -0.161%**
(-26.97) (-30.88) (-1.99) (-2.69) (-29.49) (-34.14) (-5.07) (-6.56)

Size -0.139™**  -0.156***  -0.195"** = -0.246***  -0.127***  -0.139"**  -0.157*** -0.194***
(-52.12) (-53.68) (-19.96) (-20.48) (-36.96) (-41.59) (-14.66) (-15.61)

Collateral -0.008*** -0.004*** -0.008*** -0.005*** -0.016*** -0.009*** -0.018*** -0.013***
(-15.54) (-29.02) (-7.91) (-11.80) (-14.50) (-31.13) (-7.02) (-12.25)

Profits -0.016*** -0.009*** -0.019%** -0.010*** -0.015%** -0.007*** -0.018*** -0.011%**
(-18.23) (-33.82) (-7.54) (-10.63) (-17.16) (-25.78) (-7.90) (-9.64)

Leverage 0.001* 0.004*** 0.003*** 0.006*** -0.000 0.003*** 0.001 0.003***
(2.44) (36.86) (3.54) (12.15) (-0.88) (28.22) (0.83) (7.74)

Cont. exporter 0.005*** 0.004*** 0.011%** 0.018***

« collateral (6.75) (3.40) (6.87) (5.41)

Cont. non-exporter 0.005*** 0.005*** 0.009*** 0.009**

* collateral (9.12) (4.46) (7.94) (3.22)

Starter/switcher 0.003*** 0.003 0.008*** 0.015***

* collateral (3.30) (1.52) (4.19) (3.32)

Cont. exporter 0.007*** -0.001 0.005*** 0.000

& profits (5.01) (-0.19) (4.04) (0.13)

Cont. non-exporter 0.008*** 0.010*** 0.008*** 0.008***

« profits (8.43) (3.73) (8.99) (3.43)

Starter/switcher 0.013*** 0.014*** 0.012%** 0.017***

* profits (8.55) (3.60) (7.43) (3.76)

Cont. exporter 0.008*** 0.008*** 0.005*** 0.005***

* leverage (12.74) (5.79) (10.48) (3.92)

Cont. non-exporter 0.004*** 0.004*** 0.003*** 0.003***

« leverage (10.47) (3.84) (9.24) (3.44)

Starter/switcher 0.006™*** 0.007*** 0.005*** 0.006***

* leverage (9.18) (4.27) (8.52) (4.22)

Continuous -1.542%** -1.592%** -1.407%** -1.637***

exporter (-25.56) (-11.61) (-25.25) (-12.26)

Continuous -1.104*** -1.210%** -0.991*** -1.030***

non-exporter (-31.60) (-12.79) (-28.73) (-11.16)

Starter/ -1.646*** -1.842%** -1.640%** -1.990***

switcher (-22.24) (-10.16) (-21.85) (-11.30)

Exporter 0.000 0.002* 0.002*

* collateral (1.09) (2.47) (2.23) (5.83)

Exporter 0.004*** -0.001 0.001 -0.000

* profits (4.51) (-0.54) (1.73) (-0.19)

Exporter 0.004*** 0.005*** 0.002*** 0.003***

* leverage (10.14) (5.83) (5.58) (7.73)

Exporter -0.631%** -0.840*** -0.603*** -0.929%**

(-15.71) (-8.62) (-15.93) (-9.83)

Insig2u -1.004*** -1.556%** 0.074 0.198 -1.495%** -6.087 -0.119 -0.198

_cons (-7.19) (-5.61) (0.44) (1.06) (-3.87) (-0.19) (-0.45) (-0.60)

N 694786 694786 93921 93921 424421 424421 56985 56985

Source: IES from Banco de Portugal

t statistics in parentheses * p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. eziters from export markets
was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector

(ii) leverage is defined as total liabilities over total assets



Table 7:Regression results using 3-digit Industry dummies

(1) @) 3) (@) ) ©) ) ®)
Exit
Inage -0.116*** -0.114%** -0.179 -0.282* -0.202%** -0.206*** -0.090** -0.093**
(-9.85) (-9.71) (-1.41) (-2.25) (-18.79) (-19.18) (-2.83) (-2.94)
Inage?2 0.045 0.069**
(1.73) (2.71)
Size -0.118*** -0.121%** -0.162%** -0.168*** -0.137%** -0.139%** -0.144*** -0.150***
(-27.56) (-28.49) (-10.52) (-10.48) (-30.48) (-30.72) (-11.61) (-11.99)
Collateral -0.004*** -0.005*** -0.005*** -0.005*** -0.007*** -0.008*** -0.006*** -0.007***
(-17.80) (-18.44) (-8.37) (-8.50) (-20.74) (-21.52) (-5.57) (-5.91)
Profits -0.023*** -0.023*** -0.029*** -0.030*** -0.012*** -0.015%** -0.022*** -0.022***
(-45.15) (-44.26) (-17.60) (-17.02) (-41.05) (-40.08) (-16.82) (-15.94)
Leverage 0.004***  0.004*** 0.004*** 0.004***  0.003*** 0.003*** 0.002* 0.001
(12.22) (11.77) (3.50) (3.41) (12.91) (12.42) (2.03) (1.74)
Continuous -0.619*** -0.544*** -0.704*** -0.726***
exporter (-17.58) (-7.67) (-20.53) (-9.78)
Continuous -0.419%** -0.471%** -0.376%** -0.385%**
non-exporter (-15.60) (-7.57) (-14.71) (-6.08)
Starter/ -0.825*** -0.831%** -0.894*** -0.914***
switcher (-16.07) (-7.79) (-18.28) (-8.30)
Exporter -0.331%** -0.264*** -0.451%** -0.472%**
(-12.95) (-4.96) (-18.18) (-8.85)
Insig2u -2.940* _2.152%** -0.323 -0.017 [0.644%**  _0.540%** -0.103 -0.021
_cons (-2.24) (-3.38) (-0.94) (-0.06) (-4.03) (-3.40) (-0.35) (-0.06)
N 271755 271755 45011 45011 305522 305522 44074 44074

Source: IES from Banco de Portugal

t statistics in parentheses *

p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. exiters from export markets
was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector



Table 8:Regression results using 3-digit Industry dummies with interactions

(1) ) 3) (4) ) ) 7 ®)

Inage -0.115%** -0.114%** -0.200 -0.293* -0.202%** -0.206*** -0.090** -0.0920**
(-9.81) (-9.75) (-1.55) (-2.33) (-18.72) (-19.17) (-2.81) (-2.88)

Inage2 0.048 0.071**

(1.83) (2.77)

Size -0.117%** -0.120%** -0.156*** -0.164*** -0.137%** -0.138%** -0.142%** -0.146***
(-27.03) (-28.37) (-10.06) (-10.27) (-30.11) (-30.46) (-10.98) (-11.71)

Collateral -0.007*** -0.004*** -0.006*** -0.005*** -0.011%** -0.008*** -0.011%** -0.008***
(-10.11) (-17.16) (-4.48) (-6.90) (-8.88) (-20.68) (-3.97) (-6.17)

Profits -0.027***  -0.022***  -0.036"**  -0.027***  -0.020***  -0.014"**  -0.023***  -0.021***
(-17.99) (-42.24) (-9.07) (-14.56) (-18.35) (-38.36) (-8.11) (-15.07)

Leverage 0.002 0.004*** 0.000 0.003* 0.002* 0.003*** 0.003 0.000
(1.84) (10.38) (0.10) (2.12) (2.23) (11.18) (1.67) (0.29)

Cont. Exporter 0.003** 0.000 0.003* 0.008*

* collateral (2.70) (0.27) (2.01) (2.17)

Cont. non-Exporter 0.004*** 0.002 0.004** 0.004

* collateral (4.67) (1.32) (2.82) (1.37)

Starter/switcher 0.001 -0.000 0.003 0.010*

« collateral (0.34) (-0.13) (1.43) (2.12)

Cont. Exporter -0.004* -0.006 0.001 -0.005

* profits (-2.00) (-1.42) (0.82) (-1.46)

Cont. non-Exporter 0.005** 0.011** 0.007*** 0.002

* profits (3.14) (2.66) (5.88) (0.65)

Starter/switcher 0.009*** 0.015* 0.007** 0.002

* profits (3.34) (2.48) (3.19) (0.31)

Cont. Exporter 0.005* 0.005 0.004*** 0.006*

* leverage (2.42) (1.23) (3.58) (2.22)

Cont. non-Exporter 0.002 0.004 0.001 -0.003

* leverage (1.39) (1.00) (1.30) (-1.51)

Starter/switcher 0.004 0.009 0.002 -0.005

* leverage (1.67) (1.59) (1.01) (-1.52)

Continuous -0.838*** -0.660*** -0.896*** -1.147%**

exporter (-11.63) (-4.22) (-15.16) (-8.35)

Continuous -0.614*** -0.622%** -0.434%** -0.345**

non-exporter (-11.99) (-4.76) (-10.61) (-3.23)

Starter/ -0.905*** -0.948%** -0.968%** -0.980%**

switcher (-8.80) (-4.04) (-11.55) (-5.05)

Exporter -0.001 -0.001 0.000 0.005*

* collateral (-1.11) (-0.71) (0.23) (2.31)

Exporter -0.004** -0.010** -0.002* -0.004

* profits (-2.65) (-3.20) (-2.47) (-1.83)

Exporter 0.003** 0.003 0.002** 0.006**

* leverage (2.69) (1.24) (2.95) (3.13)

Exporter -0.374%** -0.303** -0.554%** -0.856"**

(-7.39) (-2.71) (-13.27) (-8.62)

Insig2u -2.851% -2.272%* -0.394 -0.062 -0.604*** -0.564*** -0.085 -0.022

_cons (-2.32) (-3.15) (-1.03) (-0.20) (-3.90) (-3.45) (-0.28) (-0.07)

N 271755 271755 45011 45011 305522 305522 44074 44074

Source: IES from Banco de Portugal
t statistics in parentheses

was omitted. Industry groups and years were also omitted. (1), (2), (3), (4) use data from 2008-2010

*

p < 0.05, ** p < 0.01, *** p < 0.001. Robust SE. exiters from export markets

(5), (6), (7) and (8) use data from 2011-2012 and (3), (4), (7), (8) use only data for the manufacturing sector



