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Introduction 
 
What will affect the firms’ export destination choice?  
 
 Traditional trade theory indicates that firms export to the foreign 

market where they have comparative advantage. 
 Gravity model of trade proves that firms will choose countries with 

higher income and lower distance to maximize their profits.  
 Recent empirical evidence finds that firms’ export activities could be 

affected by the previous experience of other companies located in a 
nearby area.  

 
Learn from export  
 
The export activity could be treated as learning from the experience of 

other firms which are familiar with the foreign market and operations.  
New companies could acquire knowledge from the international market 

and characteristics of their target destination, then build up the 
connection and network, finally start to export. 
Existent exporters could also learn from others or experience in their 

own behavior to extend their export extensive margin or intensive 
margin. 

 
 
     

 
Review of Literature 
 
Agglomeration Effect 

 
  Aitken et al. (1997) concludes that the export decision of local 

Mexican firms is positively affected by the multinationals. 
Silvente and Gimenez (2006) shows that local exporters in the same 

industry affect positively the destination choice of small size exporters 
Mayneris and Poncet (2013,2010) prove that the export activity of 

neighboring foreign firms is the trigger in decision to star exporting 
 

Empirical Model 
 
 McFadden (1974), Hausman and Ruud (1987) introduce a 

generalization of the multinomial logit regression model/rank-order 
logic model, which allows exporters to choose several destinations 
instead of only one destination in simple multinomial logit model. 

 
 

Model 
 

Profit 
 

𝜋𝜋𝑖𝑖𝑖𝑖 = 𝛼𝛼𝑖𝑖𝑆𝑆𝑖𝑖 + 𝛽𝛽𝑖𝑖𝐹𝐹𝑖𝑖 + 𝛾𝛾𝑖𝑖𝐷𝐷𝑖𝑖 + 𝜃𝜃𝑖𝑖 + 𝜀𝜀𝑖𝑖𝑖𝑖 ,   𝑖𝑖 = 1, … , 𝐼𝐼, 𝑗𝑗 = 1, … , J 
  

𝑆𝑆𝑖𝑖 is the export spillover of destination j 
𝐹𝐹𝑖𝑖 is a vector of firm-specific and regional characteristics 
𝐷𝐷𝑖𝑖 is a vector of observable attribute of the destination-country 
𝜃𝜃𝑖𝑖  is a vector of fixed-effects factors 
 
Location Choice 
An observed ranking for exporters implies a complete ordering of the 
profit estimation : 

𝜋𝜋𝑖𝑖1 > 𝜋𝜋𝑖𝑖2 > ⋯ > 𝜋𝜋𝑖𝑖𝑖𝑖 
 
The probability of observing a particular destination equals: 
 

𝑃𝑃𝑖𝑖𝑖𝑖 = Pr Π𝑖𝑖1 > Π𝑖𝑖2 > ⋯ > Π𝑖𝑖𝑖𝑖

= �
exp(𝛼𝛼𝑖𝑖𝑆𝑆𝑖𝑖 + 𝛽𝛽𝑖𝑖𝐹𝐹𝑖𝑖 + 𝛾𝛾𝑖𝑖𝐷𝐷𝑖𝑖 + 𝜃𝜃𝑖𝑖)

∑ exp(𝛼𝛼𝑘𝑘𝑆𝑆𝑘𝑘 + 𝛽𝛽𝑖𝑖𝐹𝐹𝑖𝑖 + 𝛾𝛾𝑘𝑘𝐷𝐷𝑘𝑘 + 𝜃𝜃𝑘𝑘)𝑘𝑘

𝑖𝑖−1

𝑖𝑖=1

 

 

 
Data 
 
 2002 firm census data from National Bureau of Statistics (NBS) 
 2002 firm-level trade data from General Administration of Customs 

 

Export Spillover  
 

 Localization Economies - # of domestic firms in the province 
operate in the same industry export to the same destination 

 Urbanization Economies - # of in the province operate in different 
industry export to the same destination  

 MNE economies - # of multinationals in the province operating in 
the same industry and exporting to the same destination  

 Table 1 Statistics of the explanatory variables in regression

Explanatory Variables Mean Std. Dev. Min Max

Geographic concentration : ln(1+n )
Localization 0.13 0.46 0.00 3.74
Urbanization 5.53 1.20 0.00 8.01
MNE 0.30 0.79 0.00 5.86
Destination Characteristics
ln(distance capital destination) 8.48 0.68 6.86 9.43
ln(GDP per capita in destination) 9.68 0.83 7.80 10.50
Firm Attributes
ln(firm size) 10.46 1.32 2.94 18.10
labor productivity 3.77 1.00 -3.37 8.39
Province specialization index 2.36 8.04 0.00 309.51

Table 2    Estimation of decision about  where to exoport
(1) (2) (3) (4) (5) (6) (7)

ROL ROL ROL ROL ROL ROL ROL

3.112*** 1.193*** 1.205*** 1.193*** 1.052***
(0.0110) (0.0130) (0.0129) (0.0130) (0.0128)

MNEs 2.639*** 2.325*** 2.286*** 2.325*** 2.211***
(0.00818) (0.00970) (0.00953) (0.00970) (0.00956)

Urbanization 1.319*** -0.0787*** 0.106*** -0.0787*** -0.0812***
(0.00573) (0.0175) (0.00849) (0.0175) (0.0176)

GDP per capita -0.0600*** -0.0894*** 0.197***
(0.00653) (0.0140) (0.0455)

0.181*** 0.160*** 0.0369
(0.00593) (0.00927) (0.0442)

firm size*GDP -0.0438***
(0.00466)

firm 0.0204***
(0.00478)

TFP*GDP 0.0168*
(0.00672)

TFP*distance -0.0393***
(0.00681)

0.0351***
(0.000842)

0.0137***
(0.000708)

Localization

Distance to
destination

Advantage
*GDP

Advantage*
distance

Result 
 
 Domestic and MNE exporters in the same industries are positively and 

significantly affect the other local exporters to choose the same 
destination. 

 Urbanization will discourage the exporters to target the same foreign 
market. 

 1% increase in the number of the similar companies exporting to the 
same destination would increase the likelihood of choosing the same 
destination by 1.01% by domestic competitors and 2.21% by MNEs. 

 
 
     

The Goal of This Study 
 
Study the effects of export spillover based on the different types of 

geographical agglomeration resource.  
Test the influence of firm and destination heterogeneity in the 

destination choice decision. 
 

Further Study 
 

Separate the data into ordinary and processing trade 
Try different export spillover measurements (Mayneris and Poncet (2013, 

2010)) 
Extensive margin(1.Will export spillover simulate existent exporters to 

extend the diversity of product or destinations? 2. Will that encourage 
more firms start to export?) 
Intensive margin (will export spillover encourage firms to export more?) 
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