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Motivation 

• An increasing literature suggests that financial 
constraints impact firm trade activities 

• Theory (e.g. Chaney, 2005): entry cost in a market 

• Empirics: liquidity constraints and export status. 
Heterogeneous findings (Campa and Shaver 2002, Bellone et 

al 2010, Greenaway et al. 2007, Muûls 2008, Berman and 
Héricourt 2009, Bricongne et al 2010…) 

• HERE: disentangle entry and exit from foreign 
markets 

• A simple structural model: discriminates between 
constraints on entry and constraints on survival 

• Exploitation of a unique panel of French firms 



The Model. A. without constraint 

• Given destination x, given firm 

• Costly effort to gain a market: probability p0, cost   

•  For a firm already exporting to x:  

 Profit from exporting to x : 

 exogenous probability to lose the market x: h… 

 … mitigated by the effort p1, with cost  

 

•   Two types of costs: 

• 1) recurrent costs to avoid to lose a market 

• 2) foreign market entry costs  

 



The Model. A. without constraint 

State 0 : 

Non-exporter in x 

State 1: 

Exporter in x 

Proba P0 

Proba h- P1 



The Model. A. without constraint 

• Value V of a destination for a given firm 

• => Standard asset equations 

  1 = exporting; 0= non exporting 

 Solving the model gives unconstrained optimal choice 
for p0 and p1  

 



The Model. B. with financial constraint 

• Two cases: financial constraints play on financing the 
entry costs or alternatively the recurrent costs 

• Constraints take the form: cost<f(firm values) 

• Different consequences  

Intuition: more difficult to regain a lost market: 
the firm tries more not to lose the destination: 
less exit 

Constraint on 

entry costs 

Constraint on 

recurrent costs 

Entry - - 

Exit  - + 



The Data 1 
Destination of Exports 

• French Customs database 

• Very comprehensive administrative dataset 

• All firms (before merging with our second dataset) that 
export at least one year between: 

• 1995-2007 



The Data 2 
Firm’s balance sheet data & payment incidents 

 
• Detailed firm’s balance sheet from FIBEn (Banque de 

France) 

• Employment (Emp), …, total factor productivity (TFP) 

• Debt, …, Equity 

• Using this information we construct a number of 
financial ratios that we use to measure credit 
constraints 
 

• Exhaustive firm-level information on trade credit 
defaults from an internal longitudinal database from 
the Banque de France to construct a proxy for credit 
constraints: payment incidents 

 



The Data 3 
42,000 firms operating in the manufacturing sector 

during the period 1995-2007 



                               

Weekly correlated 



The Data 4 
Definition of entries and exits 

 • With Xict the value exported by firm i in country c 
at date t 

• We define an export entry whenever we observe 
that a firm exports to a destination the current 
year but did not export to that destination the 
previous two years:  

  Xict−2 = 0 & Xict−1 = 0 & Xict > 0  

• We define an export exit whenever we observe 
that a firm exported to a destination during the 
previous years, but it does not currently export to 
that destination in the current year nor in the next 
year:  

  Xict−1 > 0 & Xict = 0 & Xict+1 = 0  

 





Econometrics 

• Dependent variables: number of exits/entries at date t 

• Explanatory variables: 4 credit-constraint indexes 
(separately) at date t-1 

• + Firm fixed effects, year fixed effects 

• + TFP (similar results for value added -VA- or turnover) 

• + Size (here employment (Emp); similar results for VA or 

turnover) 

• A priori, Poisson distribution (probability of a given number 

of events occurring in a fixed interval of time). But 

mean=variance  

• Actually, over-dispersion => negative binomial 
estimations 

 

 



Inverse current 

ratio 



Inverse current 

ratio 



Inverse current 

ratio 
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ratio 



Conclusion 

• Various financial constraints seem : 

 to reduce entry in new foreign markets 

 and to increase exit from foreign markets 

• Consistent with a “recurrent cost” model of exports 
rather than an “entry cost” model. 

• In France, most exporting firms get financial support 
(oseo, ubifrance, coface) the first year of entry. Very 
few firms are helped beyond the second years of 
export 

 


