The Influence of Entry Density on the Survivability of SMEs in International Markets

ABSTRACT

This study investigates how home-peer entry density (i.e., the number of same-industry firms that originate from the same country and export to the same foreign market in the year a firm began to export) affects the export market exit of small and medium-sized enterprises (SMEs) and how this relationship is moderated by SMEs’ age at the time of internationalization and their initial export intensity. Drawing on panel data from approximately 22,000 Canadian SMEs (1994–2008), the study indicates that home-peer entry density has a U-shaped relationship with SMEs’ probability of exit from exporting; that is, at low levels, increasing density supports survival, but at higher density levels, the effect turns negative. This finding is in line with the assumed legitimacy-building and competition-increasing effects of home-peer entry density. The study also shows that whereas SME age at internationalization weakens this U-shaped relationship, SME initial export intensity strengthens the relationship. 

INTRODUCTION
Internationalizing into new geographic markets through exports constitutes an important growth strategy for small and medium-sized enterprises (SMEs) (Golovko & Valentini, 2011). Although previous studies have generated considerable knowledge about the antecedents of SMEs’ (early) internationalization process (Acedo & Jones, 2007; Weerawardena, Mort, Liesch, & Knight, 2007) and how internationalization shapes their performance (Autio, Sapienza & Almeida, 2000), research on factors influencing the survival of newly internationalizing SMEs is still in its infancy (Jones, Coviello, & Tang, 2011). The few studies that have focused on SME survival in foreign markets have predominantly concentrated on how their internationalization strategies and internal resources—such as the presence of slack resources and innovation capacities—affect their survivability (Mudambi & Zahra, 2007; Sui & Baum, 2014). However, missing from this literature is a description of how interorganizational factors influence SMEs’ survivability in international markets.

When firms venture into foreign environments, their survival depends on not only their internal resources but also resources that are shaped by interorganizational forces (Mudambi & Zahra, 2007; Sui & Baum, 2014). Previous work suggests that firms and their development are affected by their industry environment (Carroll & Hannan, 1989; DiMaggio & Powell, 1983; Rugman & Oh, 2012). In particular, researchers report that industry density (i.e., the number of firms in a given industry) influences firms’ survival chances in multiple ways (Audretsch & Feldman, 1996; Carroll & Hannan, 1989; Miller & Eden, 2006). On the one hand, a higher industry density may help new market entrants set up their business more efficiently, in that legitimacy and market development have already been established (Guillén, 2002). On the other hand, higher density indicates a higher level of competition (Fernhaber, Gilbert, & McDougall, 2008), which could inhibit, rather than support, SMEs’ viability in the export market.

Research on SME internationalization has only begun to investigate the effects of home-industry peer firms on international expansion and SME performance (Fernhaber et al., 2008). These studies indicate that exporting SMEs depend on actions of their home-industry peers, because such firms are shaped by the same domestic environment and are thus likely to have comparable processes, routines, and prerequisites for doing business abroad.

We extend literature on SME internationalization by studying the effect of home-peer entry density in an export market (i.e., the number of firms from the same home industry that export to the same host country at the time of market entry of the focal SME) on SMEs’ survivability. To this end, we introduce a new construct to the discussion about industry density and more specifically into the debate about SME survivability in the export market. Previous studies investigate the effect of either domestic firms clustering in the home market or the industry density of local firms in the host market on international new ventures or internationalization of SMEs; the influence of home-peer entry density has remained unexplored. With our study, we focus on providing a more complete picture of industry effects on SME internationalization.

Beyond introducing the construct of home-peer entry density, our theoretical contribution is twofold. First, we contribute to SME internationalization literature by theorizing and empirically observing a curvilinear relationship between the entry density of home-peer firms and SMEs’ export market survival. Using density dependence literature (e.g. Carroll & Hannan, 1989), we argue that an increasing entry density of home-peer firms provides legitimacy to new firms entering a market (Guillén, 2002). If other home peer firms have already set foot in a host country, multiple stakeholders will begin to view the market entry as an appropriate strategic decision, because other firms pursued the same decision in the past. Thus, a new entrant is likely to receive better support from these stakeholders. This legitimacy-granting effect is particularly pertinent when density grows from a low to a moderate level. However, when entry density increases further, the competition effect becomes more prominent and, at some point, supersedes the legitimacy effect. Competition is stirred by entry density as firms from the same industry and in the same location battle for similar resources and customer groups. This competition will be particularly fierce for firms from the same home country and industry, because they bring comparable home-country–specific competitive advantages to foreign markets (Rugman & Verbeke, 2004).

Second, we advance previous studies by arguing that SMEs’ internationalization strategy—that is, their age at the time of internationalization and initial export intensity—moderate this curvilinear relationship by differentially affecting the legitimacy and competitive effects arising due to increasing entry density of home-peer firms. Extant studies show that both SME age at internationalization and its export intensity significantly influence its internationalization process (Autio et al., 2000; Kuivalainen, Sundqvist, & Servais, 2007). We posit that younger firms have additional liabilities of newness and fewer resources to spare against competitive aggression. Thus, SMEs entering a foreign market early in their life cycle may more strongly experience the legitimacy-building effect but also suffer more strongly from the competition effect due to home-peer entry density. In addition, SMEs with high export intensity may gain a stronger position in the international market but also have more to lose if competition increases. Thus, the survival of SMEs with high export intensity might be more dependent on the effects of home-peer entry density than the survival of SMEs with low export density. 

In addition to advancing theoretical knowledge, this study offers practically relevant insights. From a business practitioners’ perspective, understanding whether age and export intensity at the time of internationalization helps or restricts SMEs’ export market survival has strong relevance, in that it helps SME owners and managers make efficient internationalization strategic decisions such as when and where to export.

THEORETICAL FRAMEWORK

Background Literature

To enter international markets, SMEs require resources (Bloodgood, Sapienza, & Almeida, 1996; Lu, Zhou, Bruton, & Li, 2010; Sui, Yu & Baum, 2013); they also need resources to survive in these markets (Sui & Baum, 2014). Extant literature on international new ventures suggests that SMEs may lack the required resources to successfully enter international markets (e.g. Jones et al., 2011; Yli-Renko, Autio & Sapienza, 2001). Therefore, researchers have called for more extensive studies on how the external environment shapes the resources SMEs use to accelerate their internationalization process (Fernhaber, McDougall, & Oviatt, 2007; Rugman & Oh, 2012; Zahra, 2005). Several recent studies have responded to this call.

Sui, Yu, and Baum (2012) find that firms’ internal resources only partly explain the increase in “born global “or “born regional” firms and the external factors influence the internationalization of new ventures. In another study, Fernhaber et al. (2008) find that the concentration of clustering in a new venture’s home industry has an inverted U-shaped relationship with the level of new venture internationalization; that is, internationalization increases as industry clustering increases to a point, beyond which it decreases.

To extend this work, we focus on another important external interorganizational factor: the entry density of home-peer firms in the host market. Research on larger multinational corporations (MNCs) has argued and empirically shown that the density of compatriot, or peer, firms (Chan, Makino, & Isobe, 2006) or firms in general (Miller & Eden, 2006) in foreign markets influences how firms perform in international markets. These studies argue that as more peer firms internationalize in a given foreign market, legitimacy is bolstered and uncertainty reduced for new entrants (Guillén, 2002). However, the influence of peer firm density is not uniform. Using data from the U.S. banking sector, Miller and Eden (2006) find that increased local density also leads to greater competition; thus, it negatively influences how foreign subsidiaries perform. Similarly, Chan et al. (2006) show that MNCs’ market entry and exit decisions are significantly influenced by the number of compatriot firms’ previous market entries and exits. Examining a population of Japanese firms between 1989 and 1998, the authors show that the number of previous market entries and exits (i.e., density) of peer firms has an inverted U-shaped relationship with subsequent market entries and exits. This relationship is stronger when home-peer firms enter the same industry in a given country.

In the following sections, we take into account this inherent tension in the influence of peer-firm density on SME survivability in a foreign market. Whereas most previous studies have focused predominantly on peer-firm density in the home market, we focus on peer-firm density in the export market. Because SMEs lack adequate internal resources, they are more likely to be influenced by legitimacy and competitive concerns than are more established MNCs.
The Relationship between Entry Density and SMEs’ Export Market Survival

Population density shapes the behavior and viability of firms within the same industry. Previous studies (e.g., Carroll & Hannan, 1989; Hannan & Carroll, 1992) argue that increased density provides two divergent effects on firms’ ability to survive in an environment: the legitimacy effect and the competition effect.

Legitimacy is defined as “a generalized perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially constructed system of norms, values, beliefs, and definitions” (Suchman, 1995: 574). Legitimacy can be leveraged by mimicking the behavior of others (DiMaggio & Powell, 1983). The adoption of others’ behavior reflects the cultural-cognitive pillar of institutional theory (Scott, 2001).

The legitimacy mechanism is particularly pertinent to firms that act similarly to those from the same organizational field (Dobrev, 2001; Guillén, 2003). The industry is a relevant organizational field (Haveman, 1993; Scott, 1995), because same-industry firms share similar information (Ingram & Baum, 1997) and mind-sets (DiMaggio & Powell, 1983; Porac & Rosa, 1996) and “benchmark their internal processes and performance against competitors” (Guillén, 2003: 189). Furthermore, financial investors and other stakeholders evaluate these firms on similar metrics (Rosenzweig & Singh, 1991). These similarities will be even more pronounced for same-industry firms from the same country of origin, in that interfirm relations are closer (Tan & Meyer, 2011), which makes collective sensemaking and information sharing more likely.

When SMEs exhibit behavior similar to other firms from the same environment, stakeholders react positively, and firms can thus overcome legitimacy problems caused by the liabilities of foreignness and smallness. Legitimacy can help SMEs leverage social capital and credibility, which positively influences their viability in challenging environments (Aldrich & Fiol, 1994; Chan et al., 2006; Scott, Ruef, Mendel, & Caronna, 2000). Consequently, “legitimacy gives firms the ability to perform their activities with relatively less constraint, to acquire the resources that they need to sustain their operations in competitive markets, and to fend off challenges to their right to provide specific products or services” (Chan et al., 2006: 645). 

If more firms from the same home industry internationalize into the same country, legitimacy issues will be mitigated, as newer firms will find it easier to build social capital and access knowledge resources. Social capital can be leveraged, in that people from the same sociocultural background find it easier to build strong ties and develop trust (Manev & Stevenson, 2001; Marsden, 1990; Tan & Meyer, 2011). They share the same cultural background, are socialized in a comparable setting of informal and formal institutions, and speak the same language. These similarities facilitate communication and help establish trustful relationships (Buckley, Clegg, Cross, Liu, Voss, & Zheng, 2007). Thus, as more compatriot firms enter the same country, a newly internationalizing firm can more easily access knowledge resources and know-how about market entry into that specific environment. An increasing home-peer entry density facilitates the development of interfirm relationships, access to information, and identification of business opportunities (Zhan, 1995). Other home-peer firms then may act as a benchmark for the new firms’ own internationalization, which reduces uncertainty and the perceived risks of doing business abroad (Johanson & Vahlne, 2009). Because lacking knowledge about a foreign environment is a main reason for experiencing liabilities of foreignness (Zaheer, 1995), increasing home-peer entry density helps overcome these liabilities, which is pivotal for SME survival in foreign markets. 
However, entry density not only infuses SMEs with legitimacy resources but also increases competition. Firms from the same industry and country of origin (home-peer firms) operate in the same ecological niche, or at least have a significant overlap in this regard (Hannan & Carroll, 1992). If two or more firms operate in the same ecological niche, they usually must rely on limited resources that are provided within this niche (Hutchinson, 1957) and will need to compete with one another to secure these resources. The entry of another firm thus decreases the available resources for the remaining firms, reducing each firm’s growth potential and affecting their long-term survivability. The more firms that enter this niche, the more competition arises, in that fewer resources in the environment remain unclaimed and the potential gains for new firms entering this environment become smaller (Hannan & Carroll, 1992). 

Although each firm is unique in terms of resource endowment and orchestration (Barney, 1991; Penrose, 1959), home-peer firms show similarities because of mimetic processes (DiMaggio & Powell, 1983), regulatory requirements (Oliver, 1997), stakeholder expectations (Guillén, 2003; Rosenzweig & Singh, 1991; Schmalensee, 1985), and reliance on the same or equivalent input factors (Tan & Meyer, 2011). These similarities direct firms to compete for the same resources and customers (Mitchell, Shaver, & Yeung, 1994). As more home-peer firms enter into the same foreign market, the competition for market share and resources becomes more intense. Studies on density dependence indicate that if density exceeds a certain level, entry density will have a negative effect on firm survival (Carroll & Hannan, 1989). In high-density environments, the legitimacy effect will be neutralized by enhanced competition among the actors in a given foreign market. This theoretical argument has received some empirical support; studies show that density has an inverted U-shaped relationship with founding rates (Hannan & Freeman, 1977) and international expansion of new ventures (Fernhaber et al., 2008).

In line with the preceding discussion, we propose that the entry density of home-peer firms will have two effects on the export market survival of newly internationalizing SMEs: a legitimacy-granting effect and a competition-increasing effect. The former is more likely to be pertinent in low-density environments. If density is low and more firms enter the market, it becomes easier with increasing density to leverage the positive effect of legitimacy and resource access. The competitive effect, in contrast, occurs in high-density environments. Because SMEs are especially sensitive to their environment when internationalizing (Chen & Chen, 1998), any additional entrant into a market will increase competition for scarce resources (Fernhaber et al., 2008) and hamper SMEs’ survival abroad. In summary, we deduce the following hypothesis: 

H1: Entry density of home-peer firms has a U-shaped relationship with SMEs’ export market exit. At lower levels of density, an increasing density has a negative effect on SMEs’ probability of exit from the export market (i.e., increases its probability of survival). At higher density levels, this relationship turns positive (i.e., reduces SMEs’ probability of survival).
Moderating Influence of SMEs’ Internationalization Strategy: Age at Internationalization and Initial Export Intensity

When SMEs venture abroad, they must overcome liabilities of foreignness (Hymer, 1976; Zaheer, 1995) and liabilities of smallness (Zhou et al., 2007). Liabilities of foreignness (Zaheer, 1995) are disadvantages that multinational firms face when operating in a foreign market due to their lack of knowledge and familiarity with the foreign environment (Miller & Eden, 2006; Zaheer, 1995). Liabilities of smallness are disadvantages that SMEs predominantly face because they lack adequate resources and potential to achieve economies of scale. As discussed previously, increased home-peer density in the foreign market helps SMEs overcome these liabilities because it is easier for SMEs to gain legitimacy when they enter the market.

However, some SMEs face not only liabilities of foreignness and smallness but also liabilities of newness when starting their operations abroad. Liabilities of newness (Singh, Tucker & House, 1986) reflect disadvantages SMEs face because they lack important resources such as market experience. This is particularly likely for SMEs that venture abroad at an early life stage, which makes them more vulnerable to competitive aggression and environmental influences. Typically, SMEs that internationalize early do not have all the required resources needed to build sustainable competitive advantage and must tap into external resources from their business environment (Oviatt & McDougall, 1994).

In an environment in which peer-firm density is low, such external resources still must be developed; these resources are potentially available but not yet realized. If density is at a low level, information spreads more slowly (Kenis & Knoke, 2002) and stakeholders pay only limited attention to a firm population (Hannan & Carroll, 1992). This trend is particularly pertinent for home-peer entry density. Home-peer firms can be an important source of information because they have faced comparable obstacles when entering a specific foreign market. A home-peer suffers from similar cultural, institutional, and geographical distances between the home and host markets and experiences similar hurdles when entering and operating in an international market. Thus, important external resources, such as information and legitimacy, will not be readily available to SMEs in a low peer-firm density environment.

This lack of information and legitimacy could be particularly problematic to younger, newly internationalizing SMEs that must rely on such external resources (Oviatt & McDougall, 1994). Younger internationalizing SMEs should profit more from additional entrants from their home country and industry in the international market than more mature internationalizing SMEs. Any increase in home-peer firms from low to moderate levels will allow younger internationalizing SMEs greater access to external resources, which in turn will benefit them more because they have a greater need to overcome liabilities of newness than more established SMEs. Accordingly, the positive impact of increasing home-peer entry density on export market survival will be stronger for younger internationalizing SMEs.

In contrast, when home-peer density increases beyond a certain point, the competition effect will strike younger SMEs more severely than established ones. When home peer density increases beyond moderate levels, competition for available limited resources becomes fierce. In such a scenario, younger internationalizing SMEs will face greater challenges than more established internationalizing SMEs, which can usually draw on a strong resource base and its experience in business operations (Sui & Baum, 2014). Stronger internal resources gives more established internationalizing SMEs the ability to endure the competition for limited resources better and longer than younger internationalizing SMEs; they can also pursue more aggressive strategies, such as entering the market at low cost. Therefore, in a high-density environment, younger internationalizing SMEs will suffer more severely from the competition effect, thus limiting their chances for survival.

In summary, younger internationalizing SMEs, compared with older internationalizing SMEs, gain more from external resources, such as legitimacy (Zimmerman & Zeitz, 2002), as home-peer density increases from low to moderate levels, but they also are more prone to competition for limited resources as home-peer density increases to high levels. Thus, the U-shaped relationship between home-peer density and export market exit should be stronger for younger internationalizing SMEs than for older internationalizing SMEs. Formally,  

H2: The U-shaped relationship between home-peer entry density and SMEs’ export market exit becomes weaker as the age at which SMEs internationalize increases.

In addition to SMEs’ internationalization age, initial export intensity is among the most frequently used variables for describing the internationalization behavior of SMEs (Kuivalainen et al., 2007) and for discriminating international new ventures from other types of firms (Zahra, Ireland & Hitt, 2000). Initial export intensity of a SME is its ratio of foreign sales in the focal international market to its total sales in the first year it went international. If a given international market accounts for a large proportion of a SME’s total sales, this market becomes more salient for the firm’s strategic decisions (Brouthers & Nakos, 2005) and more important for its survival. We argue that both the legitimacy and competition effects become more distinct if a firm has a higher initial export intensity in the focal foreign market. 

The initial export intensity reflects the strategic importance of a foreign market to the SME’s operations. Markets with a strategic importance will receive more attention from a firm’s management (Ocasio, 1997) and are more vital for developing their country-based competitive advantages (Rugman & Verbeke, 2007) and for its future development. The more central a foreign market is when a firm internationalizes, the more likely the SME management will emphasize its activities in this market to build a stronger position. If home-peer entry density increases from a low level, more resources become available to the participants in the industry. A firm that has a stronger impetus to develop the market will invest more into holding and enhancing its position and thus is more likely to profit more from the legitimacy-building processes of the growing industry. Conversely, for SMEs that have limited export intensity in a foreign market, the legitimacy-building process will have only a marginal impact on success in the focal market.

However, firms also generate comparatively fewer resources from other markets if initial export intensity in a focal market is high. Thus, SMEs with high initial export intensity in the respective market have fewer opportunities to compensate losses from the market and cannot subsidize with sales from other markets. The enhanced competition for customers and other resources in high-density environments thus taxes export market survivability more strongly if initial export intensity is high. For example, a change in market share resulting from increased competition in a market accounting for a large proportion of total sales has more severe consequences for an SME’s revenues than market share changes in a market in which the SME has little exposure. In summary, we propose the following hypothesis:

H3: The U-shaped relationship between home-peer entry density and SMEs’ export market exit becomes stronger with increasing initial export intensity of SMEs in the focal market.

METHOD
Data 

We collected the data for this study from two linked databases—the Exporter Register (ER) (1993–2008) and T2-LEAP (1993–2008)—created and maintained by the Statistics Canada’s Centre for Data Development and Economic Research. The ER is an administrative database that contains merchandise trade transactions of Canadian firms from 1993 to 2008, assembled using U.S. Customs and Canada Revenue Agency documents. Each transaction record in the ER includes the firm’s identification number, a product code classified under an eight-digit Harmonized Schedule (HS8), the value of the transaction in Canadian dollars, and the country of destination. The ER allows us to track the year in which a firm began to export, the value and destinations of its exports, and the products it exported in each year between 1993 and 2008. The longitudinal T2-LEAP data set effectively covers the universe of incorporated Canadian firms that legally hire employees and file corporate income tax returns. It was created by merging two administrative databases: (1) the Longitudinal Employment Analysis Program (LEAP), which provides information on a firm’s employment, wage, industry, and location, and (2) the Corporate Tax Statistical Universe File, which provides information on a firm’s sales, assets, and equity. 

Sample Selection 

The linked ER and T2-LEAP databases include more than 1 million observations. The resulting data set provides reliable information on the number of firms in each industry that export to each destination in each year between 1994 and 2008. The estimation of our major independent variable of interest, Entry Density, is based on the entire population of firms located in Canada, including firms that are foreign-owned, large, or established before 1994.

For the purpose of our analysis, we selected our sample on the basis of the following criteria: First, we considered firms with foreign ownership MNEs and excluded them from our analysis. Second, in line with Industry Canada’s definition, we define SMEs as having 500 or fewer employees and annual revenues of less than $50 million. Thus, we excluded firms with more than 500 employees or more than $50 million in annual revenues. Third, because ER data are available from 1993 onward, we excluded firms that entered the ER in 1993 from our analysis, due to a lack of information, such as initial export destination. Similarly, we excluded firms established before 1994. Fourth, of the approximately 200 foreign countries that Canadian firms exported to between 1994 and 2008, approximately 90% chose one of the top 20 export destinations
 as their initial export destinations. Therefore, we excluded firms that did not choose one of these countries as their initial export destination. Fifth, a firm may enter, exit, and then reenter the export market. Because our study focuses on firms’ export market survival after its initial entry, we excluded firms that had reentered the export market. Sixth, to avoid including sporadic exporters with no strategic commitment to the international market, we excluded firms that exported only once (Harris & Li, 2011). We carefully edited our data set for completeness, consistency and accuracy, both manually and using computer-editing procedures. After we accounted for missing information and other problematic entries, the data set consisted of 21,930 unique firm observations and 91,578 firm-year observations. 
Measurements
Dependent variable. The dependent variable export market exit is the conditional probability of a firm exiting from export during the interval between time t and t + 1, given that the firm has exported until t. We measured the export duration as the number of years a firm exported since the year it began to export. Exit from exporting may occur more than once for a given firm during the research period; a firm may enter, exit, and then reenter the export market. In this study, a firm is considered to exit from exporting if it ceases exporting for more than two years after its initial entry to the export market. 

Independent variables. We measured the major independent variable, entry density, by the of count of firms, regardless of their size and age, in the same home industry (as indicated by the three-digit North American Industry Classification System [NAICS] code for manufacturers and the two-digit NAICS code for nonmanufacturers
) that export to the same destination in the year a firm began to export. If a firm exported to more than one destination, we measured entry density for the destination to which the firm exported the greatest value of its products. To ensure appropriate coefficients size from the regression results, we measured entry density by the number of firms divided by 1,000.

Moderating variables. We measured two moderating variables. The first, age at internationalization, is the age of the firm when it began exporting. We measured the second moderating variable, initial export density, as the firm’s ratio of its sales in its major export destination to its total sales in the year it began exporting. 

Control variables. Our analysis controls for several variables. We measured density growth by the percentage change of entry density relative to current density. Current density is number of same-industry firms that located in Canada and export to the same destination in a given year divided by 1,000. A positive (negative) value of density growth suggests that the market has become more (less) competitive since a firm internationalized. At the firm level, we controlled for firm size and productivity. Previous research indicates that firm size correlates with firm survival (Mata, Portugal, & Guimarães, 1995). Our measure is the logarithm value of the number of employees a focal firm hires in a given year. In addition, research shows that firm productivity is critical to firm export market survival; we measured this variable by the logarithm value of the ratio of revenue
 to the number of employees (Sui & Baum, 2014). Sabuhoro, Larue, and Gervais (2006) show that firms that export more products and export to more destinations are less likely to exit from exporting. We controlled for these effects by including the number of products—measured by the logarithm value of the variety of products a firm exports in the focal year—and destinations—measured by the logarithm value of the number of countries to which a firm exports in the focal year. 

The export market survival of a firm also depends on macroeconomic conditions in its industry, the country to which it exports, and the province in which it is located. We controlled for these factors using industry, export destination, and province dummies. Finally, we controlled for possible macroeconomic fluctuations by including a set of year dummies.

Econometric Analysis

Previous studies (Mudambi & Zahra, 2007; Sui & Baum 2014) show that firms’ internationalization strategies, such as the time to internationalize (age at internationalization) and scope to internationalize (initial export intensity), are endogenous to their resource endowment. Studies that do not control for endogeneity may yield biased estimates with respect to the impact of internationalization strategies on firm performance (Reeb, Sakakibara, & Mahmood, 2012). Following Sui and Baum (2014), we used a two-stage estimation with the split-sample method (Angrist & Kruger, 1991; Bolduc, Khalaf, & Moyneur, 2008) to control for the endogeneity of a firm’s internationalization strategies, in which the first stage estimates age at internationalization and initial export intensity and the second stage estimates export market exit.

Specifically, we used the linear regression model to determine a firm’s age at internationalization and the Tobit regression model to determine a firm’s initial export intensity. Because export intensity is bounded between 0 and 1, the Tobit model is more appropriate than the linear regression model (Tobin, 1958). The control variables include firm-specific characteristics such as size and productivity, measured in the first year a firm exported. Whereas firm size measures firms’ initial resource endowments; firm productivity measures their efficiency. Firms determine export strategies according to their industries, locations, and cohort conditions (Sui & Baum, 2014). We therefore include control variables such as industry, location, and year dummies in our regression analysis. Furthermore, we include macro environmental control variables such as home gross domestic product (GDP) growth, exchange rate, and exchange rate volatility, because previous research notes that these macroeconomic factors influence firms’ internationalization decisions (Batjargal, Hitt, Tsui, Arregle, Webb, & Miller, 2013; Miller & Eden, 2006, Salomon, 2006). We measured home GDP growth by the annual percentage change in real gross domestic product of the home country (Canada); we measured exchange rate as the Canadian to major export destination nominal exchange rate and exchange rate volatility as the annual percentage change in exchange rate.
In the second stage, we used a reduced form duration model, the Cox Proportional Hazard Model (CPHM) to estimate a firm’s hazard of exit from exporting. This model is one of the most widely used methods of modeling firm survival (Manjón-Antolín & Arauzo-Carod, 2008), because it is flexible in its specification of the baseline hazard, allows for a proportional specification for unobserved heterogeneity, and has a function of observables that allows for the aforementioned specification and heterogeneity. A key assumption of the CPHM is the concept of proportional hazards; that is, the covariates are multiplicatively related to the hazard. We used Schoenfeld’s global goodness-of-fit test to check the proportional hazard assumption in the CPHM. The results indicate no evidence that contradicts the proportional hazards assumption; therefore, we deem the use of the CPHM appropriate.

Our two-stage model is not conventional, because the second stage is a nonlinear model (Bolduc et al., 2008). Traditional tests such as the Hausman test of endogeneity may not be effective for such a model. Instead, we use the split-sample method (Angrist & Krueger, 1995; Beaulieu, Gagnon, & Khalaf, 2009; Sui & Baum, 2014) to verify the appropriateness of the model and the robustness of the results. This method has the advantage of producing an estimate bias toward zero (Angrist & Krueger, 1995), being reliable and powerful (Dufour & Jasiak, 2001), and controlling effectively for Type I error (Bolduc et al., 2008). Specifically, we randomly split the sample in half and used one half to estimate the parameters of two first-stage equations: one for age at internationalization and one for initial export intensity. We then used these estimated first-stage parameters to construct fitted values for the endogenous repressors (age at internationalization and initial export intensity) from data in the other half of the sample. After this process, we used the predicted values of the endogenous repressors (the predicted value for age at internationalization [image: image2.png]AAT



and the predicted value for initial export intensity [image: image4.png]IE1



) in the second-stage (exit from exporting) parameter estimates. In summary, our analysis involves three steps: (1) Using the first subsample, we obtained parameters by estimating the strategic choice model; (2) using the second sub-sample and estimated parameters, we calculated [image: image6.png]AAT
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; and (3) using the second subsample, we regressed [image: image10.png]AAT
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 on the survival analysis.

RESULTS

Table 1 reports the descriptive statistics and correlations of the variables used in this study. The data in Table 1 show that all correlation coefficients between independent variables are below 0.3, suggesting there is no serious multicollinearity.

--------------------------------------

Insert Table 1 here

--------------------------------------
Table 2 reports the regression results for age at internationalization, which we estimated using a linear regression model. The results suggest that entry density first increases, then decreases, with the age at which SMEs internationalize. The results from Table 2 also suggest that SMEs are more likely to internationalize early, when they are smaller, when the exchange rate is more volatile, when the home-country GDP growth rate is higher, and when the exchange rate of Canadian dollar to the major export destination’s currency is higher.

--------------------------------------

Insert Table 2 here

--------------------------------------

Table 3 contains the Tobit regression results for initial export intensity. Entry density first decreases, then increases with initial export intensity. In addition, SMEs are more likely to have greater initial export intensity when they are smaller, home GDP growth rate is higher, the exchange rate is less volatile, and the exchange rate of Canadian dollar to the major export destination’s currency is lower.

--------------------------------------

Insert Table 3 here

--------------------------------------

The coefficients in Table 4 show the effect of the explanatory variables on the probability of exit from exporting. Model 1 is based on a conventional analysis; it includes age at internationalization and initial export intensity and does not control for endogeneity. Models 2–4 account for the endogeneity of the empirical estimates by including estimated age at internationalization based on the regression results from Table 2 and the estimated initial export intensity based on the regression results from Table 3. Model 2 includes the direct effects of age at internationalization and initial export intensity on the hazard of exit from exporting. Model 3 includes the interactions of entry density and age at internationalization. Model 4 includes the interactions of entry density and initial export intensity. Alternatively, we added all the interaction terms, and the results are similar to those for Model 3 and Model 4. Model 5 uses the split-sample methodology to determine the robustness of the results of Model 2. Models 2–4 provide the most reliable and unbiased results because, unlike Model 1, they account for endogeneity and, unlike Model 5, they are based on the entire sample.

--------------------------------------

Insert Table 4 here

--------------------------------------


The coefficient of entry density is negative and significant, and the coefficient for its squared term is positive and significant (Model 2 in Table 4). These results suggest that entry density first decreases, then increases a firm’s probability of exit from exporting. To facilitate interpretation, we plotted this curvilinear effect in Figure 1, following Aiken and West’s (1991) recommended. As Figure 1 shows, density has a U-shaped effect on a firm’s hazard of exit from exporting. Thus, Hypothesis 1 is supported. 

--------------------------------------

Insert Figure 1 here

--------------------------------------

To determine whether the effect of density on export market exit depends on age at internationalization, we interacted age at internationalization with entry density and entry density squared in Model 3 in Table 4. Hypothesis 3 predicts that the U-shaped relationship becomes weaker with increasing age at which the SMEs internationalized. We therefore expected that both the effect of entry density (which captures initial decrease in SMEs’ probability of exit) and entry density squared (which captures the slope of increase in SMEs’ probability of exit) diminish at higher age of SMEs internationalization. Thus, we expected that the signs of the interactions between age at internationalization and entry density and between age at internationalization and entry density squared (Barkema & Vermeulen, 1998; Tallman & Li, 1996) would be opposite those of the main effects of entry density and of entry density squared. Consistent with our predictions, the first interactive effect is positive and significant, and the second is negative and significant. Thus, Hypothesis 2 is supported.

To determine whether the effect of entry density on export market exit depends on a firm’s initial export intensity, we interacted initial export intensity with entry density and entry density squared in Model 4 in Table 4. Hypothesis 3 predicts that the U-shaped relationship becomes stronger with increasing initial export intensity. We therefore expected that both the effect of entry density and entry density squared would strengthen at higher levels of initial export intensity. Thus, we expected that the signs of the interactions between initial export intensity and entry density and between initial export intensity and entry density squared would be similar to those of the main effects of entry density and entry density squared. Consistent with our predictions, the first interactive effect is negative and significant, and the second is positive and significant. Thus, Hypothesis 3 is supported.

Following Aiken and West’s (1991) recommended procedure, we plotted the moderating effects of age at internationalization in Figure 2 and initial export intensity in Figure 3. Figure 2 shows that the U shape is weaker for SMEs that internationalize at a more mature age: at both low and high entry density levels, the slope for older internationalizing SMEs is flatter than early internationalizing SMEs. Thus, at low entry density levels, the hazard of experiencing market failure decreases more steeply for early internationalizing firms; at higher entry density levels, this hazard increases more steeply for early internationalizing firms, in line with our arguments in Hypothesis 2. 

--------------------------------------

Insert Figures 2 and 3 here

--------------------------------------


Figure 3 shows that the U shape is stronger for SMEs that have higher initial export intensity: At both low and high entry density levels, the slope for SMEs with higher initial export intensity is steeper than that for SMEs with lower initial export intensity. Thus, at low entry density levels, the hazard of experiencing export market failure decreases more steeply for SMEs with higher initial export intensity, and at high entry density levels, the hazard of experiencing export market failure increases more steeply for SMEs with higher initial export intensity, in line with our arguments in Hypothesis 3. Moreover, the inflexion point (i.e., point at which the U-shaped relationship turns) is much earlier for higher initial export intensity foreign market entrants, suggesting that the competition effect of entry density becomes effective earlier for SMEs that have higher initial export intensity. 

Our results for the control variables are mostly in line with existing literature. Models 2–4 in Table 4 show that larger and more productive firms, those that export a larger variety of products and to more destinations, and those that have better access to financing are less likely to exit from exporting.

Robustness Test

We examined the following variations to our variable and model specifications to assess the robustness of the results. First, instead of excluding firms that exported only once, we added those sporadic exporters into the sample. Instead of using the ratio of sales in major export destination to total sales in the first year a firm began to export to measure initial export intensity, we used alternative measures (e.g., the ratio of total foreign sales to total sales in the first year a firm began to export, the ratio of sales in major export destination to total sales in the first two years a firm began to export) to measure initial export intensity. Instead of using number of employees, we used revenue and assets to estimate firm size. In all these variations, the results were entirely consistent with our primary results. 

Second, in the survival analysis, instead of controlling industry and export destination dummy variables, we included industry and export destination interaction dummy variables in our regressions. Instead of assuming firms that export to different countries have the same baseline hazard, we assumed they have different baseline hazards. Instead of assuming firms that belong to different industries have the same baseline hazard, we assumed that they have different baseline hazards. Again, in all these variations, the results are entirely consistent with our primary results.

Third, we separated the period of analysis into 1994–2000 and 2001–2008 (before and after the Internet bubble). Fourth, we separated firms that export to the United States from those that export to the rest of the world and firms that export to developed countries from those that export to developing countries. Again, our results are entirely consistent with our primary results. 

Interaction effects of nonlinear models such as the CPHM (Shaver, 2007; Sui & Baum, 2014) should be interpreted with caution. To determine the robustness of the results on the interaction effects in Table 4, Table 5 reports the results of separate survival analyses for born-global, born-regional, and gradually internationalized firms. The results in Table 5 are consistent with those in Table 4, Models 3 and 4, involving the moderating effects of age at internationalization and initial export intensity on the impact of density at entry on export market survival. 

--------------------------------------

Insert Table 5 here

--------------------------------------

DISCUSSION, IMPLICATIONS, AND LIMITATIONS

In this study, we investigate the effects of home-peer entry density on SMEs’ export market exit. Using a large-scale longitudinal data set, this article provides several contributions. First, we contribute to burgeoning literature addressing SME survival. Previous studies focus on either a firm’s internal resources (Sui & Baum, 2014) or market size and other institutional forces (Mudambi & Zahra, 2007) to explain the survival of international new ventures. In contrast, our study shows that home-peer entry density is another important factor that explains SME export market exit and thus demonstrates how SMEs’ foreign environment shapes their survival abroad. This finding provides a more thorough understanding of legitimacy and competition effects and indicates that these mechanisms differ in importance at various levels of home-peer entry density. Future studies can use these insights and further deepen understanding of these effects by directly observing the mediating effects of strategic conformity and competition and how the industry development stage moderates these relationships (Miller & Eden, 2006).

Second, we contribute to the density–dependence debate (Carroll & Hannan, 1989). By applying a large-scale longitudinal data set of Canadian SMEs that internationalize into multiple foreign markets, we advance previous studies on industry density, which predominantly focus on MNCs. Our findings suggest that the tenets of density dependence are suitable for explaining SME survival abroad. In accordance with our theory, our results show that home-peer entry density has an inverted U-shaped relationship with SME survival abroad. At low levels, increasing density supports survival, whereas at higher density levels, the effect turns negative. This finding is in line with the assumed legitimacy-building and competition-increasing effects of home-peer entry density. If other home peer firms have already entered a host country, a new entrant can expect better support, because multiple stakeholders have begun to view that market entry as an appropriate strategic decision. However, when home-peer entry density increases further, the competition effect becomes more prominent and supersedes the legitimacy effect at some point. Thus, we confirm and transfer theoretical assumptions from the field of MNCs to an SME population.

Third, we further expand previous literature on entry density by showing that the effect of home-peer entry density is contingent on SMEs’ internationalization strategy. Our moderator analyses revealed that SMEs’ internationalization approach has a significant effect on the relationship between entry density and export market survival. Generally speaking, SMEs entering a foreign market at a young age (early internationalizers) and SMEs generating a larger proportion of their total sales in the focal foreign market at the time of foreign market entry (i.e., SMEs with a higher initial export intensity) seem to profit more from the legitimacy effect of entry density on low density levels but also seem to suffer more from the competition-enhancing effects of further density increases. This finding lends support to our theoretical assumptions that the age at internationalization and initial export intensity determine the magnitude of the home-peer entry density effect on SMEs’ survival abroad. However, our interpretation of the plots of the moderating effects indicates a more nuanced effect for age at internationalization. Early internationalizers profit from the legitimacy effect, even in situations with slightly greater home-peer entry density than late internationalizers, suggesting that early internationalizers can fend off the detrimental effect of competition longer than late internationalizers. We believe this phenomenon results from learning advantages of newness, which are more prevalent in young firms (Autio et al., 2000). Younger firms still have greater fungibility in their resources, and structures and processes are easier to change and adapt to new situations (Sapienza et al., 2006). A young firm entering into a new environment thus does not have to “unlearn” previously established routines and can directly adopt the principles of the international market. These learning advantages of newness (Autio et al., 2000) may be a major asset of international new ventures and can constitute an international competitive advantage, such that early internationalizers can better adapt to the foreign market, its innate rules, and its informal institutions. Because early internationalizers might be better able to adapt their processes and products than late internationalizers when competition increases, they enjoy an additional safeguard that partially deflects the detrimental effect of increasing competition.

From a practical point of view, our findings suggest that the choice of initial export market and the speed and scale of internationalization are critically important for first-time exporters. First-time exporters who enter a low-density market face a higher risk of exiting that market than if they had entered a market with a medium density. Younger firms and firms engaging in greater export intensity generally display a lower hazard of exiting at various levels of entry density. However, younger firms experience a larger competition effect when density rises, and export-intensive SMEs experience both the legitimacy- and competition-enhancing effects on a greater level than less export-intensive SMEs. This distinction suggests that the timing and commitment of when to begin exporting and the internationalization approach in general are critical to a firm’s survival.

Potential policy implications involve ways to try to inform those managing young first-time exporting firms of the risks associated with exporting decisions, including teaching firms the nature of this timing problem and providing them with information on densities for different markets. Furthermore, SMEs could be encouraged to export to markets with a higher chance of success by means of subsidy and loan programs or other programs geared toward providing assistance and resources to SMEs. For SME managers, this study helps shed light on the implications of the number of previous exports from compatriot firms and thus enables them to make more intelligent strategic internationalization choices.

As with all empirical studies, this study has some limitations that represent fruitful avenues for future research. First, our study was focused on Canadian SMEs. Although this sample is meaningful for observing the assumed effects, other studies could fruitfully investigate firms from other countries with a different structure or even compare the entry density effect from multiple countries. For example, SMEs from emerging economies might be differently influenced by the legitimacy-building and competition-enhancing effect than SMEs from developed economies experience. Moreover, SMEs from more collectivist cultures might profit more from the legitimacy effect of entry density, because their direct environment might value legitimacy resources more strongly. Observing SMEs from emerging economies and culturally different settings therefore represents worthwhile research opportunities.

Studies of entry density also could more directly investigate the theorized legitimacy and competition processes. We drew on Statistics Canada’s administrative longitudinal secondary data, which provided our study a reliable database. However, digging deeper into the processes of entry density could inform studies pursuing survey-based approaches or even qualitative studies that can illuminate individual level differences better than our study could. Studies of this type could reveal important facets of the underlying processes and further contingencies determining the two processes. 
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Table 1
Descriptive statistics 
	
	Correlations
	1
	2 
	3 
	4
	5
	 6
	 7
	8
	10
	11
	12
	13

	1
	Export Duration
	1
	
	
	
	
	
	
	
	
	
	
	

	2
	Age at Internationalization
	-0.25*
	1
	
	
	
	
	
	 
	
	
	
	

	3
	Initial Export Intensity
	0.13*
	-0.22*
	1
	
	
	
	
	
	
	
	
	

	4
	Entry Density 
	-0.04*
	0.03*
	-0.09*
	1
	
	
	
	 
	
	
	
	

	5
	Density Growth
	0.39*
	-0.16*
	0.09*
	-0.16*
	1
	
	
	 
	
	
	
	

	6
	Products
	0.15*
	-0.06*
	0.07*
	-0.03*
	0.07*
	1
	
	 
	
	
	
	

	7
	Destinations
	0.34*
	-0.15*
	0.15*
	-0.011*
	0.19*
	0.29*
	1
	 
	
	
	
	

	8
	Employees
	0.16*
	0.12*
	-0.12*
	-0.09*
	0.05*
	0.21*
	0.18*
	1
	
	
	
	

	10
	Productivity 
	0.02*
	-0.06*
	-0.14*
	0.11*
	0.02*
	0.01*
	0.05*
	-0.11*
	1
	 
	 
	

	11
	Home GDP Growth
	-0.28*
	-0.12*
	0.03*
	-0.02*
	0.02*
	-0.08*
	-0.14*
	-0.05*
	0.02*
	1
	
	

	12
	Exchange Rate
	-0.08*
	-0.06*
	-0.08*
	0.28*
	-0.09*
	-0.06*
	-0.19*
	-0.02*
	-0.03*
	0.16*
	1
	

	13
	Exchange Rate Volatility
	-0.15*
	-0.10*
	0.03*
	-0.06*
	0.09*
	0.01*
	-0.03*
	-0.02*
	0.00
	0.17*
	0.09*
	1

	
	Mean
	3.63
	2.99
	0.19
	2.03
	0.02
	0.58
	0.72
	2.04
	11.96
	2.96
	1.17
	-0.03

	
	Std. Dev.
	3.00
	2.41
	0.26
	2.21
	0.05
	0.65
	0.50
	1.14
	1.86
	1.23
	0.48
	0.06


Note: N = 91,578 firm-year observations.

* p<0.05.

Table 2 Age at internationalization: Results from linear regression model

	Variables
	DV = Age at Internationalization

	Entry Density
	0.149***
	(0.039)

	Entry Density2
	-0.011*
	(0.005)

	
	
	

	Size
	0.555***
	(0.015)

	Products 
	-0.004
	(0.008)

	Home GDP Growth
	-1.149***
	(0.045)

	Exchange Rate 
	-0.161***
	(0.044)

	Exchange Rate Volatility 
	-0.688***
	(0.434)

	
	
	

	Province dummies
	Included
	

	Industry dummies
	Included
	

	Year dummies
	Included
	

	Observations
	21,930
	

	Adjusted R2
	0.27
	


Note: Standard errors in parentheses. 

*** p < .001 

* p < .05 

Table 3 Initial Export Intensity: Results from Tobit regression model

	
	DV = Initial Export Intensity

	Entry Density
	-0.022***
	(0.003)

	Entry Density2
	0.002***
	(0.000)

	
	
	

	Size
	-0.075***
	(0.002)

	Productivity
	-0.086***
	(0.002)

	Canadian GDP Growth
	0.034***
	(0.003)

	Exchange Rate 
	-0.059***
	(0.006)

	Exchange Rate Volatility 
	-0.185***
	(0.054)

	
	
	

	Province dummies
	Included
	

	Industry dummies
	Included
	

	Year dummies
	Included
	

	Observations
	21,903
	

	Pseudo R2
	0.40
	

	Log likelihood
	-5,884
	


Note: Standard errors in parentheses. 

*** p < 0.001.

Table 4 
Hazard of exit from exporting: Results from Cox Proportional Hazard Model
	
	(1)
	(2)
	(3)
	(4)
	(5)

	
	Conventional
	Two-Stage
	Two-Stage
	Two-Stage
	Split Sample

	Entry Density `
	-0.169***
	-0.142***
	-0.237***
	-0.092***
	-0.147***

	
	(0.015)
	(0.018)
	(0.024)
	(0.019)
	(0.038)

	Entry Density2
	0.060***
	0.041***
	0.061***
	0.036***
	0.058***

	
	(0.002)
	(0.002)
	(0.004)
	(0.009)
	(0.004)

	Age at internationalization 
	-0.013***
	-0.105***
	-0.193***
	-0.101***
	-0.087***

	
	(0.003)
	(0.008)
	(0.002)
	(0.007)
	(0.011)

	Initial export intensity 
	-0.117***
	0.052
	0.049
	0.329***
	0.093

	
	(0.008)
	(0.027)
	(0.027)
	(0.045)
	(0.046)

	ED × age at internationalization
	
	
	0.046***

(0.009)
	
	

	
	
	
	
	
	

	ED2 × age at internationalization
	
	
	-0.007***

(0.001)
	
	

	
	
	
	
	
	

	ED × Initial export intensity
	
	
	
	-0.229***
	

	
	
	
	
	(0.021)
	

	ED2 × Initial export intensity
	
	
	
	0.052***

(0.005)
	

	
	
	
	
	
	

	Density Growth
	0.138***
	0.121***
	0.120***
	0.125***
	0.256***

	
	(0.010)
	(0.012)
	(0.011)
	(0.011)
	(0.021)

	Products
	-0.025***
	-0.030***
	-0.029***
	-0.030***
	-0.035***

	
	(0.003)
	(0.003)
	(0.003)
	(0.003)
	(0.004)

	Destinations
	-0.091***
	-0.090***
	-0.090***
	-0.090***
	-0.088***

	
	(0.004)
	(0.004)
	(0.004)
	(0.004)
	(0.009)

	Size
	-0.015***
	-0.015***
	-0.015***
	-0.015***
	-0.012***

	
	(0.001)
	(0.001)
	(0.001)
	(0.001)
	(0.002)

	Productivity
	-0.008***
	-0.008***
	-0.007***
	-0.008***
	-0.007***

	
	(0.001)
	(0.001)
	(0.001)
	(0.001)
	(0.001)

	Province dummies
	Included
	Included
	Included
	Included
	Included

	Industry dummies
	Included
	Included
	Included
	Included
	Included

	Export destination dummies
	Included
	Included
	Included
	Included
	Included

	Year dummies
	Included
	Included
	Included
	Included
	Included

	
	
	
	
	
	

	Observations
	91,578
	91,578
	91,578
	91,578
	45,575

	Firms
	21,903
	21,903
	21,903
	21,903
	10,899

	Log-Pseudo-Likelihood
	-36,185
	-37,619
	-37,616
	-37,6183
	-16,602

	Chi2
	6,618
	6,865
	6,870
	6,883
	170


Notes: Standard errors in parentheses. 

*** p < 0.001.

Table 5 Hazard of exit from exporting: Results from the Cox Proportional Hazard Model
	
	(1)
	(2)
	(3)
	(4)

	
	Low AAI
	High AAI
	Low IEI
	High IEI

	Entry Density 
	-0.209***
	-0.101***
	-0.105***
	-0.161***

	
	(0.028)
	(0.015)
	(0.011)
	(0.017)

	Entry Density2
	0.055***
	0.037***
	0.033***
	0.044***

	
	(0.004)
	(0.002)
	(0.002)
	(0.002)

	Age at internationalization (AAI) 
	-0.013
	-0.141***
	-0.103***
	-0.117***

	
	(0.012)
	(0.018)
	(0.012)
	(0.011)

	Initial export intensity (IEI)
	0.041
	0.103
	-0.399***
	0.097

	
	(0.055)
	(0.067)
	(0.073)
	(0.049)

	Density Growth
	0.089***
	0.479***
	0.294***
	0.044***

	
	(0.016)
	(0.043)
	(0.024)
	(0.023)

	Products
	-0.026***
	-0.074***
	-0.033***
	-0.023***

	
	(0.003)
	(0.008)
	(0.004)
	(0.004)

	Destinations
	-0.076***
	-0.144***
	-0.083***
	-0.104***

	
	(0.004)
	(0.009)
	(0.005)
	(0.006)

	Size
	-0.026***
	-0.012***
	-0.008***
	-0.012***

	
	(0.003)
	(0.001)
	(0.002)
	(0.002)

	Productivity
	-0.007***
	-0.011***
	-0.006***
	-0.007***

	
	(0.001)
	(0.002)
	(0.001)
	(0.001)

	Province dummies
	Included
	Included
	Included
	Included

	Industry dummies
	Included
	Included
	Included
	Included

	Export destination dummies
	Included
	Included
	Included
	Included

	Year dummies
	Included
	Included
	Included
	Included

	Observations
	52,642
	38,936
	49,371
	42,207

	Firms
	9,401
	12,502
	12,551
	9,352

	Log-Pseudo-Likelihood
	-22,940
	-13,827
	-19,832
	-13,092

	Chi2
	2,122
	3,269
	4,762
	2,042


Notes: Low AAI firms are firms that started to export when they were three years old or younger; high AAI firms are firms that started to export when they were four years old or older. Low IEI firms are firms that exported equal or less than 17 percent of their total sales to the international market in the first year they exported; high IEI firms are firms that exported more than 17 percent of their total sales to the international market in the first year they exported. Standard errors in parentheses. *** p < 0.001.

Figure 1 The Effect of Entry Density on Hazard of Exit from Exporitng
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Figure 2 The Effect of Entry Density on Hazard of Exit from Exporitng: the Moderating Role of Age at Internationlization
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Figure 3 The Effect of Entry Density on Hazard of Exit from Exporitng: the Moderating Role of Initial Export Intensity
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� We determined the top 20 export destinations of Canadian companies by ranking the number of Canadian companies that exported to each destination between 1994 and 2008 (i.e., the United States, United Kingdom, Japan, Germany, Finland, Australia, China, Hong Kong, Netherlands, Italy, South Korea, Taiwan, Mexico, Singapore, Belgium, Spain, Switzerland, Chile, Sweden, and the United Arab Emirates).


� We used more detailed NAICS codes to categorize firms that belong to the manufacturing industry, because the majority of Canadian exporters are highly concentrated in the manufacturing industry.


� Revenue is measured in thousands of Canadian dollars and is deflated by annual industry price indices, using 2000 as the base year.


� Note that the results in Model 6 are based on the split sample method analysis. The results in Model 6 are consistent with those from the two-stage method analysis in Model 2, but not with those from the conventional analysis in Model 1, which suggests that our model is appropriate, and the results are robust.
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