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How Do Financial Constraints Affect Firm’s Decisions to Export?
Xu Rong' and Zhao Yong”

(1: School of Economics and Management, Tsinghua University; 2: School of
Economics, National Academy of Development and Strategy, Renmin University of China)
Abstract: This paper investigates the effects of financial constraints on firm’ s decision to export.
Based on a heterogeneous—firms trade model with financial constraints, we employ the firm—level
data from Chinese Industrial Enterprises Database to study the mechanism through which financial
constraints affect firm’ s decision to export. The results show that a better financial condition could
not only facilitate new market entry, but also augment the positive impacts of productivity on the
choice to participate in the export market by interacting positively with productivity. Furthermore ,
the results also suggest that the effects of the firm’ s financial conditions on export decision tend to
be larger in more developed financial markets. Finally, there are significant differences in the
probability of market entry and the impacts of financial conditions on the choice of export

participation in different ownerships of firms.
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