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Summary 

The Dominican Republic-Central American Free Trade Agreement came into force in mid-2006 and the 

expectations of tariff reductions for signatory countries were particularly high given that preferential 

trade agreements have become the major channel for trade integration and facilitation in recent years. 

This study aims to evaluate the impact of improved export conditions on the performance at the firm 

level from four countries in this region, i.e. Guatemala, El Salvador, Dominican Republic and Nicaragua, 

for the period 2003-2010. 

In aggregate terms, exports grow over the whole period and an acceleration of this pattern is detected 

after the implementation of the agreement as well as signs of diversification in terms of the number of 

products exported and markets served. A large share of export volumes is concentrated in a reduced 

number of exporters that export several products to multiple destinations. Concerning exports to 

markets included in the agreement, we observe that countries have differently exploited new 

opportunities. Guatemala and Nicaragua increase significantly their exports to United States and to 

other countries included in the agreement whereas exports from the two other countries remain at 

levels observed at the beginning of the period. We find significant changes of exports’ composition at 

the sectoral level suggesting that specialization might be taking place within countries in the agreement. 

Evidence at the firm level shows a high rate of turnover of exporters from one year to another, which is 

associated to low survival rates for exporters in the region. Exporters face important difficulties to 

export and are not able to remain active in the international market. Moreover, survival rates have not 

improved since the implementation of the agreement and it shows that exporters failed to take 

advantage of favorable conditions. Policies aiming to support new exporters are of great need in order 

to achieve sustainability of export growth in the long term. In fact, new exporters are one of the two 

main sources of export expansion into new export relationships . Launches of new products by firms 

already active in those destinations are the other source. On the other hand, volume changes in old 

relationships are the most significant given surges and declines in some specific sectors as stated before. 

Our econometric analysis shows that tariff reductions have little effect on entries of new exporters. 

Moreover, this effect depends on capabilities cumulated by the country in exporting such good to this 

partner, which is captured by the number of exporters of the good to the same destination in the 

previous year. New exporters will be prompted by tariff reductions only if a certain level of capabilities 

has been developed in exporting the good into a market. Concerning launches of new products or new 

markets by old exporters, tariff reductions do not play a role in the decision of launching a new export 

line. Both new and old exporters tend to diversify into exports of non-traditional goods and new 

entrants might perceive the presence of incumbent exporters of a good in a market as a potential sign of 

profitability. 

Survival rates of exporters have not been affected by tariff reductions and cumulated experience by the 

exporter, e.g. the years as an exporter or the number of countries where the good is shipped, is more 

relevant while explaining the exporters’ success. We find evidence showing that exporters with a higher 

external financial dependence have lower chances of surviving in the export market. This calls for 
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policies that might help exporters to counter financial shortages that impede them from becoming a 

continuous and stable exporter. 

Growth perspectives of old exports by old exporters are mainly determined by firm characteristics and 

tariff reductions have a negligible impact on export growth capabilities might also increase these 

perspectives in case of tariff reductions. Even though firms exposed to external financial dependence 

are constrained in terms of export survival, they show a larger growth potential whenever these firms 

manage to cope with risks related with their activities. This reinforces the importance of addressing such 

difficulties in the development of exporters. However, this is only one factor influencing the export 

survival at the firm level and a national development strategy based on exports should seek to 

understand and to improve the competitiveness and success of exporters in foreign markets. In sum, our 

results call for a coherent framework in promoting export growth at the firm level and stresses that 

exporters by themselves would not be able to boost exports if tariff reductions are not accompanied by 

the development of broad export capabilities and the implementation of export-oriented policies that 

take into account exporters’ constraints. 
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1. Introduction 

In last fifteen years, trade negotiations at the multilateral level failed to achieve general consensus and 

therefore, these instances have become a less important scenario for trade integration and facilitation, 

at least in the short and medium term1. Most of recent trends observed in aggregate trade flows are 

mainly explained by the setting up of several regional trade agreements (RTA) around the world and also 

by major changes in the global market structure after China joined the WTO in 20012. Indeed, many 

countries started to negotiate RTAs with their partners in order to counter the increased competition in 

foreign markets3. In consequence, it has become clear that the depth of trade facilitation achieved 

through these RTAs will be the main determinant of how countries, their population and their industries 

might benefit from those frameworks. In fact, when the DR-CAFTA went into force in mid-2006 in four 

Central American countries4, the expectations of tariff reductions granted to and by signatory countries 

were particularly high given that the markets included in the agreement absorbed an important share of 

Central American export volumes.  

Recent developments in trade theory focus in explaining the behavior of the “basic unit” of trade flows 

across borders, the exporting firm. In the theoretical framework outlined by Melitz (2003)5, firms differ 

in marginal costs of production which determines their profitability of exports in the foreign market. A 

natural implication is that the reduction of trade costs like tariffs will increase the number of new 

exporters since a larger number of exporters would have a positive profit in the foreign market. For 

firms already exporting to a market, the reduction of trade costs implies a higher profitability in sales 

and consequently, a higher propensity to remain in the market and a lower probability of incumbent 

firms to exit the market will be observed. Furthermore, Bernard et al. (2010) show that multi-product 

firms will tend to reallocate resources in order to attain the highest productivity by launching and/or 

dropping products. So, tariff reductions will allow a higher flexibility in that search to incumbent 

exporters which should also be reflected by launches of new export relationships. 

In an extended version of Melitz (2003), Besedes and Prusa (2011) show that imperfect information 

would imply a higher rate of exit of exporters since the latter would only learn the cost of exporting 

once an export relationship is started. In fact, exporters do not only pay a fixed cost to enter the export 

market but also has to cover a per-period fixed cost. Once exporters discover their productivity in the 

foreign market, they decide to keep exporting or to exit the market. If tariff reductions lead to a lower 

level of uncertainty for exporters starting a new export relationship, the survival rate of export flows 

should be higher when duty reductions are observed. 

                                                           
1
 Multilateralism and bilateralism are not opposing forces and Estevadeordal et al. (2008) show “complementary effects” of 

preferential liberalization on external liberalization which will probably help to achieve multilateral consensus. 
2
 While providing evidence on the economic determinants of free trade agreements (FTA), Baier and Bergstrand (2002) find that 

a greater difference in the capital/labor ratio of countries leads to a higher propensity to being part of an agreement which 
reflects labor abundant countries seeking to ensure markets in developed countries. 
3
 Although the search of protectionism of bilateral trade might be a legitimate reason for an FTA, Freund and Ornelas (2010) 

find that the trade creating effect of FTAs dominates the trade diverting effect.  
4
 The fifth Central American country to ratify the agreement was Costa Rica after a referendum by the end 2007. The 

agreement took effect in that country on January, 1st 2009. 
5
 Melitz (2003) is probably the most successful attempt in explaining heterogeneity of exporters but many other authors have 

addressed heterogeneity of exporters e.g. Bernard et al. (2003). 
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This note aims to assess the impact of tariff reductions under the DR-CAFTA on the activities and 

performance of exporters and to estimate the observed benefits of duty reductions in three Central 

American countries, namely Guatemala, Nicaragua and El Salvador6. For this, we will use a set of novel 

datasets covering the period 2003-2011 and where the disaggregation of data enables us to distinguish 

trade flows at the firm, product and destination level. Our records contain all custom transactions for 

these Central American countries and we build a similar analysis to Molina, Bussolo and Iacovone (2009) 

who using Dominican custom data at the firm-level provided some evidence of the effects of these 

reductions on exporters. However, given that before the agreement Dominican Republic was not really 

integrated to other Central American countries as a trade partner, it is not straightforward to extend the 

results observed in this country to the Central American countries. In fact, market access facilitation was 

not homogenously distributed between Central American countries and Dominican Republic due to the 

ex-ante export orientation. 

Our study is also related with recent works on need of some capabilities to export goods. In fact, an 

export is a complex chain of activities that require firms to overcome different risks and difficulties. 

Cadot et al. (2010) find that information spillovers in these activities determine the success of new 

exporters and Freund et al. (2010) provide evidence that lack of infrastructure would be a constraint for 

exports. Our study is also linked to the literature on financial constraints at the firm level (Bricogne et al. 

(2011), Besedes et al. (2011)) and support evidence of higher exit rates for financially constrained firms 

but also better growth perspectives for those achieving to establish their production in foreign markets. 

This note is organized as follows. The next Section presents the data and shows trends observed in 

aggregate exports as well as changes in some firm characteristics. Section 3 analyzes the evolution of 

exports taking into account the different markets served and gives a particular focus to export trends to 

countries members of the trade agreement. It also describes the most important changes in exports at 

the sectoral level to selected partners. Section 4 gives an overview of the entry and exit of exporters, the 

survival rate of exporters and the dynamics of firms exporting to countries included in the agreement 

with a particular focus on the extensive margin. We estimate the impact of tariff reductions on the 

extensive and the intensive margin of exports at the firm level in Section 5. Finally, we summarize our 

main results in Section 6. 

2. The data and trends on aggregate exports 

The custom data on export transactions we use here were provided by the custom authorities in 

countries7 members of the agreement and they cover imperfectly the period 2002-20118. In all 

countries, the data contain transactions by product at the SAC 8-digit level9 and by destination for all 

                                                           
6
 The note also includes the patterns observed in Dominican exporters. 

7
 The data providers are Superintendencia de Administration Tributaria (SAT) of Guatemala, Direccion General de Aduanas 

(DGA) of El Salvador, Dirección General de Servicios Aduaneros (DGA) de Nicaragua and Direccion General de Aduanas de 
Republica Dominicana. 
8
 Nicaragua provided data for every year whereas Salvadorian data only cover the period 2003-2009. Data for 2011 were not 

available for Dominican Republic and Guatemala and the Guatemalan dataset begins in 2003. 
9
 The first 6 digits of the SAC (Sistema Arancelario Centroamericano) classification correspond to the 6-digit classification of the 

Harmonized System. 
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exporters10. A deeper disaggregation at the product level might be available in some countries but we 

consider the 8-digit level to homogenously differentiate products across countries. We calculate 

aggregates values for our datasets in order to compare them with other sources and verify that our data 

describe well the pattern of aggregate exports11.  

Given that the last year of Salvadorian data (2009) presents a break in the general tendency observed 

during previous years in that country, it would be misleading to compare this information with values 

after the recovery from the financial crisis by other countries. In consequence, some of our comparisons 

and conclusions in this Section will be based on information previous to the financial crisis (2008) for El 

Salvador. Three important caveats must be highlighted in our data. First, Nicaraguan export data do not 

report operations under the Maquilla regime before 200612 and therefore our data are a subsample of 

all export transactions in this country. The second caveat concerns Salvadorian exports that were 

reported in CIF (cost, insurance and freight) values instead of FOB (free on board) values as in all other 

countries . Consequently, we will avoid comparing values between countries and we prefer to use the 

relative changes of these values to describe the evolution observed during this period. The third caveat 

is related to destinations recorded by customs in El Salvador. “Out-of-customs territory” is considered as 

a destination and given that not further information is available, we cannot match it to specific countries 

even though most of these transactions might be shipped to major partners in Central America. 

Table 1 presents some descriptive statistics for datasets in selected years. 

Table 1: Summary statistics 

 Dominican Republic El Salvador 
 2003 2006 2008 2010 2003 2006 2008 2009 

Exports by firm (106 US$) 
mean 
standard deviation 

 
1.37 
9.04 

 
1.78 
9.88 

 
1.91 

11.22 

 
1.72 

10.69 

 
1.29 
9.59 

 
1.60 

13.76 

 
2.09 

19.25 

 
1.71 

15.91 
Products by firm 
mean 
standard deviation 

 
5.26 
8.58 

 
4.67 
8.50 

 
5.62 

11.22 

 
5.51 

10.99 

 
7.17 

15.54 

 
7.91 

16.96 

 
7.83 

17.20 

 
8.32 

18.23 
Markets by firm 
mean 
standard deviation 

 
2.13 
2.66 

 
2.31 
3.16 

 
2.43 
3.36 

 
2.30 
3.17 

 
2.14 
2.04 

 
2.29 
2.18 

 
2.42 
2.73 

 
2.46 
2.87 

Number of firms 2,796 2,391 2,638 2,985 2,784 2,559 2,763 2,727 
Number of products 1,356 1,351 1,849 1,896 3,254 3,269 3,403 3,413 
Number of markets 130 116 136 137 97 97 116 118 
Total exports (106 US$) 3,819 4,264 5,029 5,143 3,584 4,082 5,781 4,672 

         

 Guatemala Nicaragua 
 2003 2006 2008 2010 2003 2006 2008 2010 

                                                           
10

 Exporters are identified through a unique and anonymous identification number. 
11

 Total volume of exports and volume of exports disaggregated at the HS 2-digit level were compared mainly with UN 
Comtrade (mirrored and self-reported). 
12

 Transactions under the Maquilla regime are recorded in 2007 and onwards, but in order to keep coherence with the first half 
of the period we exclude them from our analysis. 
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Exports by firm (106 US$) 
mean 
standard deviation 

 
1.04 
6.10 

 
1.37 
8.28 

 
1.64 

10.92 

 
1.76 

14.48 

 
0.52 
2.18 

 
0.90 
4.13 

 
1.22 
5.97 

 
1.62 
8.17 

Products by firm 
mean 
standard deviation 

 
7.49 

20.97 

 
8.18 

21.67 

 
8.77 

20.99 

 
8.83 

20.18 

 
4.82 
8.87 

 
5.29 

11.44 

 
6.64 

22.05 

 
6.99 

26.02 
Markets by firm 
mean 
standard deviation 

 
2.35 
2.55 

 
2.43 
2.60 

 
2.50 
2.82 

 
2.51 
2.92 

 
1.81 
1.81 

 
1.99 
2.12 

 
2.10 
2.31 

 
2.22 
2.64 

Number of firms 4,187 4,239 4,653 4,630 1,174 1,185 1,288 1,227 
Number of products 3,900 3,983 4,119 4,034 1,724 1,773 2,250 2,287 
Number of markets 135 130 130 148 63 77 89 89 
Total exports (106 US$) 4,363 5,807 7,634 8,156 604 1,064 1,569 1,991 

Note: Total number of firms regardless if they export under one or more custom regimes. Products are 
differentiated at SAC 8-digit level. 

Export volumes have clearly followed an increasing pattern during last years in these countries. In 2008, 
these volumes are 61% higher than in 2003 for El Salvador and they increased until 2010 for the rest. 
The largest increases are in Nicaragua (230%) and Guatemala (87%) whereas Dominican exports show a 
rather moderate increase of 34%. A slight acceleration in this pattern occurs after the regional trade 
agreement came into force in 200613. Since the end 2006, the export flows have grown by 20-40% for 
some countries which points out an acceleration of export growth in countries being part of a regional 
trade agreement14. At the aggregate level, Dominican and Nicaraguan export bundles have diversified in 
the product dimension (33-46% increases in the number of products) whereas the other two partners 
remained exporting the same number of products (+4%). However, these differences might be explained 
by higher levels of diversification at the beginning of the period for Guatemala and El Salvador which 
also are considerably more diversified in 2010. Diversification through exports to different markets is 
more significant except Dominican Republic and on average each country exports its products to 20 
additional markets15. For most of countries, the market diversification starts after the implementation of 
the DR-CAFTA. The number of exporters increases continuously in all countries since the entry into force 
of the agreement especially in Dominican Republic (+25%). In Central American countries, the increase 
of exporters is rather moderate (+6.4%)16. 

The significant increase of exports combined with the moderate increase of exporters implies that the 
value of exported goods by firm has risen in recent years. For the period 2003-2008, the increases of 
average sales per firm ranges from 0.54 to 0.80 US$ million. Moreover, increases in average sales are 
accompanied by an increase of the volatility of sales. Opposite to Dominican firms, Central American 
exporters seem to succeed diversifying at the product level. In 2008, Central American exporters send 
on average 1.25 products more than in 2003. Salvadorian exports show a temporary increase of 

                                                           
13

 The entry into force of the agreement was March 1
st

, 2006 for El Salvador, April 1
st

 for Nicaragua and July 1
st

, 2006 for 
Guatemala. Dominican Republic implemented the agreement on March 1

st
, 2007 and the agreement took effect in Costa Rica 

on January 1
st

, 2009. 
14

 The decline of exports due to the financial crisis in 2008-09 had severe consequences in the region and the largest decline in 
the region is in El Salvador where exports decreased by 20%. On average, 2009 export volumes lower by 10% with respect to 
their levels in 2008. 
15

 Nicaragua presents the higher level of diversification but it should be carefully considered given that firms operating under 
the Maquila regime are not included in the sample. 
16

 In El Salvador and Dominican Republic, the number of exporters recovers from a decreasing tendency and it shows a limited 
rebound with respect to 2003. 
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products exported by firm in 2009 which is evidence of higher survival rate of firms with higher 
diversification at the product level. This observation is consistent with Bernard et al. (2010) where multi-
product firms have higher chances to cope with negative shocks. Market diversification is less evident at 
the firm level and on average, one every four firms starts exporting to a new destination regardless of 
the source country. 

The universe of firms in each country for the whole period is about 2.6-3.4 times the number of firms 
observed in the last year. This is a sign of continuous turnover that exists among exporters particularly 
for Nicaragua (3.4) and Dominican Republic (3.1)17. Only 5-10% of firms operate over the whole period in 
each country but given a higher rate of entrance and exit, this share is lower in Nicaragua and Dominican 
Republic. 55-60% of exporters are multi-product firms exporting more than one product at the 8-digit 
level for at least one year in the sample and about one third of firms export to more than a single 
market for at least one year in the sample. In Guatemala, 24% of firms are single-product single-market 
exporter while in other countries this type of exporters represents 35-41% of all exporters. One of every 
three firms in these economies is a multi-product multi-market exporter. Only 3-6% of exporters export 
a single product to several destinations at least for one year. 

On a yearly basis, 60 % of firms in each year are multi-product exporters and 35% of firms exports 
different products to different markets. Single-product single-market firms represent around one third 
of the total number of firms each year and on average, single-product multi-market firms are between 4 
and 10% of the total number of firms every year. The highest frequency of single-product multi-market 
exports is observed in Guatemala as opposed to the Dominican Republic where this type of exporter is 
almost inexistent. Figure 1 shows the yearly decomposition following this disaggregation and the 
volume of exports by type of exporters. 

Differences between countries are more pronounced when shares of export volumes are considered for 
each type of exporters. Multi-product multi-market firms account for almost 80% of Guatemalan and 
Nicaraguan exports. For the two other countries, this share ranges between 87-92%. However, this 
share shows different patterns in these countries, it is increasing over time in Dominican Republic and 
decreasing in El Salvador. Single-product multi-market firms’ share differs substantially across countries, 
it is near to 12% in Guatemala and Nicaragua and almost 4% in El Salvador. In Dominican Republic, 
exports by this type of exporter represent less than 1% of total exports. Multi-product single-market 
firms have a large share of Dominican exports (11%) while this type of exporters concentrates 6-7% of 
Guatemalan and Nicaraguan sales. In El Salvador, its share on total exports is lower than 2%. Exports by 
single-product single-market exporters are almost insignificant in values. Its share is less than 2% in most 
of countries except Nicaragua (5%). 

                                                           
17

 In Guatemala and El Salvador, the proportion is equal to 2.6. 
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Figure 1: Exporters and export volumes by type of exporting firms 

 

Multi-product firms tend to generate the most of export flows (in values) and they concentrate at least 
85% of total exports. This observation is in line with Bernard et al. (2010) who find that multi-product 
firms are more productive and tend to become larger than single-product exporters. In El Salvador and 
Dominican Republic, a higher concentration of exports by multi-product exporters is observed. 
Considering diversification at the product level, firms whose export bundle contains less than ten 
products represent more the half or more of the total exports18. However in El Salvador, this group of 
less diversified exporters represents around 25% of total volumes. Highly diversified exporters with 50 
or more products concentrate around 30% of Salvadorian exports while the share of these exporters 
rarely exceeds 8% in other countries. 

Dominican and Guatemalan data allow us to distinguish the custom regime applied to transactions: 
ordinary, maquilas and free zones19. In Dominican Republic, the maquila regime does not exist. Similar 

                                                           
18

 In Guatemala, this share is particularly high and on average, the less diversified exporters account for 65% of total exports. 
19

 Firms do not operate exclusively under one of these regimes. In consequence, a firm can generate export flows under more 
than one regime and the count of firms taking into account this disaggregation is higher than a simple count of firms. 
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conclusions to those observed in multi-product firms can be drawn with respect to firms operating 
in/under these regimes and Molina et al. (2009) provide this evidence for Dominican exporters. 
Maquiladoras and firms in free zones in Guatemala are relatively few (12%) with respect to the total 
number of firms. Nonetheless, they represent an important share of total exports and on average 40% 
of exports are generated by firms in free zones and maquilas. In Dominican Republic, 20% of firms which 
operate in a free zone are the source of 80% of exports. However, this share has a downward tendency 
over time and in 2010 only 68% of exports were originated in free zones. The disaggregation by custom 
regime is shown in Figure 2. However, the expansion of exports under the ordinary regime in both 
countries is substantial and it gains importance over the period. Actually, its evolution explains most of 
increases of total export values observed in these economies. 

Figure 2: Exporters by location in Central America 

  

In this section, we have seen that aggregate exports have increased over the whole period, some 

acceleration of this growth can be observed after the implementation of the agreement and some signs 

of product- and market-diversification are detected. Multi-product and multi-market firms represent the 

largest share of exports and an important rate of exporters’ turnover is observed in each country. Next 

section will look further on Central American exports’ trends to major markets included in the DR-

CAFTA. 

3. Export trends with selected partners 

Here, we present a brief review of the evolution of exports to the two most important destinations: the 

US and the other CAFTA members i.e. El Salvador, Dominican Republic, Guatemala, Honduras and 

Nicaragua20. Except Dominican Republic, all these members of the agreement are among the seven most 

preferred destinations for countries separately21 and the US market is the major destination for all 

countries considered in this analysis. 

As the biggest partner of Guatemala, the US market accounts for more than the next four most 

important destinations considered together. Besides El Salvador and Honduras, the two other major 

                                                           
20

 Costa Rica who joined the trade agreement on January 1
st

, 2009 is excluded from the group of CAFTA members. 
21

 On average, Dominican Republic is the 9
th

 destination for Guatemala, the 11
th

 destination for El Salvador exports and the 22
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destinations for exports of this country are Mexico and Costa Rica which will be considered together 

with the Central American and Caribbean countries. In the case of El Salvador, the Central American 

members of the agreement have a bigger importance in terms of volumes and for instance, Guatemala 

and Honduras considered together have a similar weight than the US market. The fourth most important 

destination is Out-of-custom Territory22 and the fifth destination is Nicaragua. For Nicaragua, the major 

destinations other than the US are El Salvador, Canada, Honduras and Costa Rica. Guatemala is also an 

important partner (7th). Besides the US, the most important destinations for Dominican Republic are 

Puerto Rico, Haiti, Netherlands and the United Kingdom. Among Central American members of the 

agreement, Honduras is the first destination for Dominican flows but only the 11th among all 

destinations and the volume exported is less than 1% of volumes exported to the US market. This is 

evidence on the “disconnection” between Central American countries and Dominican Republic in terms 

of trade flows. 

Figure 3 shows the importance of the DR-CAFTA agreement for exporters in the region. The partners 

included in this agreement absorb most of export flows i.e. 70% in Guatemala and El Salvador and 

around 63% in Dominican Republic and Nicaragua. However, this share decreases continuously in all 

economies over the whole period especially after 2006 and for example it passes from 83% in 2003 to 

70% in 2009 for Salvadorian exports. A deeper look into these patterns shed some light on the 

(re)orientation of exporters while exporting to the region. The Salvadorian growth rate of exports in the 

region is driven by the expansion of exports to the US market which increases by a half between 2002 

and 2008 while flows into other countries in the agreement expand by 26% for the same period. In 

Guatemala, exports to United States grow by 33% over the period and exports to other members of the 

DR-CAFTA are more than doubled. Under the ordinary regime, Nicaraguan exports to the US are 

multiplied by four and exports to the CAFTA region double. Dominican exports to the US increased 

marginally (4%) and exports to the region which sum up to 32 USD million in 2002 increase by 190% 

until 2010. 

Other Caribbean and Central American countries are the next privileged destination of Guatemalan and 

Dominican exports. The 3rd most privileged destination of Nicaraguan exports is the group of OECD 

countries and the rest of the world in El Salvador. In all countries, the growth rates of exports to other 

destinations exceed the performance in exports to the region and provide evidence of significant 

changes on market diversification. Guatemalan exports to OECD countries almost triple during the same 

period, those to other Central American countries rise by 136% and flows to the rest of the world are 

five times their value in 2003. In El Salvador and comparing values in 2008 with those at the beginning of 

the period, exports to other countries in the Caribbean and Central America region increase by 161%, 

exports to the OECD countries are fifteen times higher and exports to the rest of the world increase by 

185%. In Nicaragua, exports in 2010 to the rest of the world are almost twenty times higher, those to 

the OECD countries are multiplied by four and finally those to other countries in the region increase by 

129% with respect to their levels in 2002. 

                                                           
22

 It accounts for 444 US$ million of exports on average. Exports to this destination will be considered within the rest of the 
world (RoW). 
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Figure 3: Export flows by destination 

 

Guatemalan and Salvadorian exports’ patterns to the US show a period of stagnation previous to the 

implementation of the agreement. It seems that exporters do not expand their exports to this market 

before knowing the potential benefits of the agreement. In fact, all the growth observed into this 

market for these two countries seems to be a consequence of the duty reductions granted by US to 

Central American exporters in the agreement. Nicaraguan exports show a positive trend in exports to US 

during the whole period whereas Dominican exports have an erratic pattern. 

Exports to other CAFTA countries depict two different scenarios for the exporting countries considered 

here. Salvadorian exports to other CAFTA countries grow between 2003 and 2005 probably as 

anticipation to the agreement but since then the pattern is reversed. In fact, the previous growth 

vanishes during the financial crisis and the volume of exports in 2009 is not significantly different to the 

value observed at the beginning of the sample for this country. This is some evidence of lower 

diversification of the country’s exports and missed opportunities to enlarge the export capacity of firms 

in favorable conditions. On the other hand, export patterns of the remaining countries show a positive 

and continuous trend in exports to other members in the agreement.  
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Figure 4: Exports to other CAFTA members 

 

Considering each signatory country separately, Salvadorian exports to Guatemala, its second most 

important partner, go down by 7 % between 2003 and 2008. Meanwhile, exports to Honduras increase 

by 33%, flows to Nicaragua triple and Dominican Republic which was not a major destination for exports 

in 2003 becomes the 10th destination in 200823. On the other hand, exports from Guatemala to the 

CAFTA region grow significantly (136%) between 2003 and 201024 and the most marked surge of exports 

is also related to Dominican Republic (233% from 2003 to 2010) which reaches similar levels to those 

exported to Nicaragua in 2003. The most important partner in the region is El Salvador and exports to 

this destination almost double during the period. Similar performances are observed to the other two 

partners in this region (118% Nicaragua and 136% Honduras). During this period, Guatemala becomes 

the second larger exporter of goods within the agreement. Nicaraguan exports to El Salvador, their 

preferred destination in the region, were doubled (125%) and those to Guatemala and Dominican 

Republic increased substantially (202% and 289% respectively). Guatemala becomes the second market 

of Nicaraguan exports given that export growth to Honduras was mitigated (54%). The volume of 

Dominican exports to the region was around 30 USD million and 75% of it was shipped to Honduras. 

Therefore, growth rates are extremely high and even exports to Honduras were easily doubled during 

the period25. 

All exporters suffer from the negative effect of the global crisis in 2008-09 and its effects are clearly 

reflected in the previous table and figures, however Dominican and Nicaraguan exporters were better 

prepared to counter this adverse situation in their major markets and contraction are less than 10% in 

all cases26. A similar figure is drawn by Guatemalan exports to the US but those to the region drop by 

18% in 2009. Drops in El Salvador are even more important than in any other country in the region (US: -

23% and CAFTA:-19%). 

3.1 Trends at the sectoral level 

                                                           
23

 Export volumes to Dominican Republic in 2008 were 10 times volumes in 2003. 
24

 This result is independent to the final year considered and holds for any of the last 3 years in the sample. 
25

 For the rest of destinations, growth rates ranges between 260 and 600%. 
26

 Nonetheless, Nicaraguan exports to the CAFTA region follow a decreasing pattern since the end 2008 and consequently, they 
haven’t yet recovered to previous levels. 
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In this subsection, we report the export trends at the HS 2-digit level in the two major destinations and 

we will evaluate these changes after the implementation of the agreement. Concerning exports to the 

US, growth is very heterogeneous and around half of sectors in Central American countries experience a 

negative growth during the period. In Dominican Republic, two thirds of sectors have a positive growth. 

Most of positive and negative changes are concentrated in few sectors and we will comment here the 

most relevant ones. In general, positive changes at the sectoral level are robust over the whole period 

and are not affected by the implementation of the agreement whereas negative growth by sectors is 

mainly due to changes occurred after the entry into force of the DR-CAFTA. 

First, we will focus on changes in exports to the US market. In Guatemala, two sectors account for an 

increase of US$ 601 million in export volumes since 2007 (ores slash and ash: US$ 422 million and edible 

fruits: US$ 179 million). The next four sectors account for a total of US$ 176 million (coffee, sugar, edible 

vegetables, and electrical machinery). In El Salvador, five sectors account for an increase of US$ 488 

million and the largest increase is by knitted apparels and clothing (US$ 334 million). The other sectors 

are pearls and stones (US$ 54 million), coffee (US$ 44 million), sugar (US$ 28 million) and not-knitted 

apparels and clothing (US$ 28 million). Not-knitted apparels and clothing (US$ 156 million), pearls and 

stones (US$ 101 million), coffee (US$ 96 million) and meat (US$ 82 million) are also among most 

growing sectors in Nicaragua. Dominican exports of pharmaceutical products (US$ 65 million), plastics 

(US$ 59 million), optical and medical instruments (US$ 57 million), sugar (US$ 42 million), footwear (US$ 

41 million) and tobacco (US$ 40 million) concentrate the largest positive changes. 

Guatemalan exports with the most significant reductions are two sectors related to textiles and the joint 

reduction in values is US$ 278 million.  Other sectors experiencing decreases in exports are 34 (-US$ 17 

million), fish and crustaceans (-US$ 13 million) and 90 (-US$ 12 million). Salvadorian exports of 

beverages reduce the most between the entry into force of the agreement and in 2009, US$ 93 million 

less are exported. All other reductions are for less than US$ 5 million. Nicaraguan exports show limited 

losses in this market and in fact, only three sectors (edible fruits, ceramic products and fish and 

crustaceans) reduce their exports by more than US$ 5 million summing up to US$ 21 million. On the 

other hand, some Dominican exports are significantly affected since the agreement. Not-knitted 

apparels and clothing reduces its volume by US$ 480 million and other important reductions are 

observed in pearls and stones (-US$ 82 million), boilers and machinery (-US$ 41 million), knitted apparel 

and clothing (-US$ 31 million), and iron and steel (-US$ 24 million). 

Concerning exports to CAFTA, export growth is more homogeneously distributed among sectors 

however the evolution differs by country. Very few and particularly small reductions are observed in 

Guatemala and Dominican Republic. Changes in exports to the CAFTA region are smaller than changes to 

the US market except for El Salvador. In Guatemala, the sectors expanding the most are: knitted or 

crocheted fabrics (US$ 72 million), mineral fuels, mineral oils and products of their distillation (US$ 55 

million), animal or vegetable fats, oils and waxes (US$ 44 million), aluminum (US$ 36 million) and 

miscellaneous edible preparations (US$ 30 million) and. Only 3 other sectors (oil and resinoids, rubbers 

and articles thereof, and sugar) reduce their volumes of exports by more than US$ 5 million (total US$ 

26 million). On the other hand, the distribution of export growth between Salvadorian sectors is very 

heterogeneous and large increases and decreases are observed. The largest expansions occur in plastics 
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and articles thereof (US$ 62 million), paper and articles of paper (US$ 45 million) and beverages (US$ 32 

million). The most important contraction is in apparel and clothing, knitted and not-knitted (-US$ 456 

million). Coffee exports also reduce significantly by US$ 118 million during the same period. Nicaraguan 

exports of dairy increase by US$ 57 million to the region and by US$ 12 million in miscellaneous edible 

preparations. The most notorious contractions were meat (-US$ 22 million) and live animals (-US$ 20 

million). Not a single Dominican sector reduces its volume to the region by more than US$ 5 million and 

the two most significant increases are mineral fuels (US$ 32 million) and cotton (US$ 13 million). 

To sum up, the extent to which countries have benefited from favorable conditions of market access to 

the US market and the CAFTA region differs significantly. At the aggregate level, Nicaragua and 

Guatemala exporters perform well into both markets. On the other hand, Salvadorian exporters focus 

mainly in the US market and are less active in Central America. In all countries, exports to non-members 

have expanded more rapidly than to the two main markets. Concerning changes at the sectoral level, 

they are mainly concentrated in few sectors and the most relevant are related to exports to the US. 

Specialization within the agreement is taken place since some of the largest reductions of a country 

might be the largest increases of another one. 

4. Firm-level extensive and intensive margin patterns 

Having analyzed the aggregate and sectoral patterns of exports to most important markets for members 

of the agreement, we will focus on the exporters’ behavior in the section.  In order to evaluate the 

entrance of new exporters and their survival, firms are classified into three different statuses: new, 

existing and exit27. A new firm is a firm that exports in year t but does not export in year t-1, an existing 

firm exports in both years t and t-1 and a firm that exits the market is a firm that exports in year t-1, but 

not in year t. For all countries, the number of firms entering, remaining and exiting the market every 

year is shown in Figure 528. 

                                                           
27

 Firms are classified using information in the current and previous years. Information beyond those years is not used. In 
consequence, a firm might be considered in several periods as a new firm if it enters and exits the market continuously. 
28

 As no information on firms starting exporting in 2002 is available, the classification cannot be applied for 2003. 
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Figure 5: Exporters by status 

 

Nicaragua shows a smaller number of exporters compared to its partners however this number is a 

downwards estimate given that only a fraction of total exports is considered for this country. The 

turnover of firms is high and on average, one third of exporters will not continue exporting from one 

year to the next one. The highest rates of exit are in Dominican Republic (42%) and Guatemalan 

exporters show a lower probability of exit than exporters from other countries (30%). In all countries, 

the entry into force of the agreement is accompanied by a drop in the proportion of firms that exit the 

market which is a sign that exporters tried to remain active. In Dominican Republic, the proportion of 

exiting firms increases significantly in 2007 (49%) and the current proportion remains at levels similar to 

those at the beginning of the period. On the other hand, Salvadorian and Nicaraguan exporters have 

continuously improved their survival rate29. 

In Guatemala, there is an increase in the number of newly exporting firms since DR-CAFTA took effect 

and the number of new exporters reaches 1’500 for the first time in 2010. In Nicaragua, this is declining 

over time and in the two remaining countries, there is no evidence of higher entrance despite some 

sharp movements around 2006.  

Higher survival rates in El Salvador and Nicaragua and higher number of entrance in Guatemala has led 

to an increase in the number of exporting firms that remain active between two periods. The 2008-2009 

financial crisis implies a slowdown in the number of exporters remaining active given less entries and 

higher number of exits but there is no sign of a break or change in the tendency. Besides Dominican 

Republic, the number of exporters remaining active increases by 8-18% during the period and most of it 

is observed after the introduction of the DR-CAFTA. 

                                                           
29

 Even though the proportion is lower in 2006 and 2007, Guatemalan exit rate of exporters is similar to levels observed in the 
beginning of the period. Nonetheless, it is still the lowest value among these countries. 
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Concerning the growth of extensive margin of exports at the firm-level, we will distinguish exports at the 

firm-, market- and product-level and we will take into account if the firm is an existing or a new 

exporter. We consider 4 different types of growth at the extensive margin: 

 Exports of products that were not exported previously to a given market, but the firm were 

already exporting the same product to another destination in year t-1. 

 Exports of a new product to a market already served by the firm but the product weren’t 

previously exported by the firm in year t-1. 

 Exports of a new product to a new market where the firm weren’t exporting in year t-1. 

 Exports of a new exporting firm that starts exporting a new product to a new market in year t. 

Figure 6 shows the extensive margin for the two most important markets for exports using the 

disaggregation mentioned before. The extensive margin to the US market is more important for 

Guatemala and Dominican Republic while the importance of the extensive margins in the two markets 

seems to be more equilibrated for Nicaragua and El Salvador. The two graphs point out a common 

conclusion, the most of the growth in the extensive margin is given by the entrance of new exporting 

firms and the diversification of existing exporters at the product dimension. Some exporters in 

Guatemala were attracted by the favorable conditions of the DR-CAFTA and launch products to these 

destinations where they did not export in the past (blue bars) but export growth is not driven by this 

firms’ behavior. A similar phenomenon can be depicted for Salvadorian exports but limited to the CAFTA 

market.  

At the beginning of the period, export flows generated by new entrants represent a significant share of 

the extensive margin in El Salvador and thereafter the launch of new products by existing firms in 

existing markets is the largest component. Dominican Republic shows a similar composition in the 

extensive margin to the US whereas the extensive margin by Dominican exporters to the CAFTA region is 

very limited. In Guatemala and Nicaragua, the volumes generated by entry of new exporters to these 

markets remain an important component of the extensive margin all over the period. However, it seems 

that the potential of the extensive margin is decreasing in the US market, especially for Salvadorian, 

Nicaraguan and Guatemalan exporters. On the other hand, the extensive margin to the CAFTA region 

seems to be a more stable source of growth and becomes a reliable and larger source of opportunities 

for Central American exporters. 



15 
 

Figure 6: Extensive margin by market and origin country 

 

 

Undoubtedly, the regional trade agreement implied new opportunities for exporters and a clear sign of 

its benefits is the effect observed in the extensive margin in 2007 when firms already exporting to the 

region were able to start exporting new products to these destinations and new firms started exporting 

to these markets. On the other hand, only few firms active in other export destinations expand their 

exports to the DR-CAFTA members (blue and green bars) and we can conclude that diversification of 

existing exporters is mostly concentrated at the product dimension within firms already active in these 

markets. 

In the case of new exporters, it is appropriate to evaluate their chances of remaining active for next 

periods. This is a sign of the competitiveness and productivity of national exports in foreign market and 

the next Figure shows the survival rate of new exporters as a share of number of new exporters in the 

chosen year. Exit rates among new exporters are known to be high and only one every four new 

exporters in El Salvador and Dominican Republic will still export two years after its entrance. In the other 

two countries, the exporter survival rate after two periods is around 30%. Compared to results by 
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Besedes and Prusa (2006) where the median duration of exporters in the US market was between two 

and four years, survival rates in the region are substantially lower. 

At the medium term, Guatemala is the country that shows the better performance, one fifth of its new 

exporters will continuously export for five subsequent periods. Nicaragua and El Salvador show a lower 

rate and 15% of new exporters will still export in year t+4. Dominican survival rate after 4 periods is 

barely higher than 10%. 

Figure 7: Survival rates of new exporters in Central America 

 

Comparing survival rates before and after the entry into force of the agreement cannot be easily done 

given that the number of observed periods changes and decreases from year to year. Nonetheless, it is 

clear that Nicaragua and Guatemala are the two countries where the chances of survival are the highest 

in the region. Dominican Republic shows a drop in its survival rate in 2007 but there is no clear pattern 

in this country and rates differ substantially from one year to another. A temporary improvement of the 

survival rate is observed in almost all countries for entries in 2006, but it vanishes in following years and 

there is not a significant difference between rates at the beginning and at the end of the period. 

Another relevant aspect to study is the evolution of the intensive margin after the implementation of 

the agreement. In fact, the intensive margin which refers to already established relationships at the 

firm, product and destination level will be considerably affected by the ease of exporting procedures 

adopted by signatory countries. Indeed, many scenarios might be possible at the intensive margin e.g. 

specialization of countries within the region for a given good will increase exports of that good for the 

specializing country at the expense of volume reductions by other countries. 

In order to disentangle the different changes that might be occurring at the intensive margin, we 

decompose it into three categories: 

 Export relationships whose volumes increases between year t and year t-1 

 Export relationships whose volumes decreases between year t and year t-1 

 Export relationships that were active in year t-1 but are not longer exported in year t 
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Figure 8 shows this decomposition of the intensive margin for the US market and the CAFTA market. As 

expected, changes in the intensive margin are by far more important and each of the first two 

components of the intensive margin by itself concerns higher volumes than the entire extensive margin 

except for exports to the CAFTA region in some years. The intensive margin in the US market is almost 

twice the changes in the CAFTA market. The volume implied by disappearing relationships remains 

relatively unchanged in both markets. In fact, the negative impact of the financial crisis is clearly 

observed but it is mostly concentrated by decreasing export volumes than by disappearance of 

exporters. This is result is consistent with Bernard et al. (2009) finding that the intensive margin changes 

accounts for most of US exports’ decline during the 1997 Asian crisis. 

In some cases, exports of signatory countries to members of the agreement significantly decrease after 

2006 as shown by Salvadorian and Guatemalan exports to the CAFTA region or Dominican exports to the 

US market. Specialization of “neighbors” might partially explain the exit of less efficient exporters. These 

reductions/losses might be significant in terms of export growth and for example, in the case of 

Salvadorian exports to the CAFTA region and Dominican exports to the US market, large decreases in 

exports jointly with volumes of firms exiting export relationships in those countries dominate the 

positive effects at the intensive margin.  

Figure 8: Extensive margin by market and origin country 

 

Positive changes at the intensive margin are becoming larger over time in almost all cases analyzed here 

and when all destinations are considered, this trend becomes clearer30. However, little evidence of the 

benefits of the agreement can be detected at the intensive margin by considering total changes. 

Nicaraguan and Salvadorian exporters to the US market and Guatemalan exporters to the CAFTA region 

seem to benefit of enlarged access granted by members but gains are very limited. 

5. Quantitative analysis and results 

In this section, we test empirically the relationship between tariff cuts granted by signatory countries of 

the agreement and the performance of Central American and Dominican exporters. First, we are 

                                                           
30

 See Figure A2. 
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interested in testing if duty reductions granted by partners implied new export opportunities for Central 

America in terms of entrance of new exporters and increase of market and product coverage by 

incumbent exporters. Moreover, we will also evaluate the impact of the agreement on exporters’ 

survival. On a third part of our analysis, we will consider relative changes in volumes of export flows by 

considering the extensive and intensive margins together in order to verify the impact of duty 

reductions on flows.  

5.1 Changes at the extensive margin 

Our first empirical test is on durable entries by new exports after tariff reductions and we define a 

durable entry as a product-market relationship started by new exporter in year t which remains active at 

least for the next two consecutive periods. Conditioning on durable entries shrinks the sample used in 

the empirical analysis because the condition cannot be verified for entries in the last two years in each 

country. Nevertheless, our condition enables us to talk about exporters that succeed exporting a 

product and our results do not mix successful entries by firms with the behavior of exporters that enter 

a market in order to learn about their profitability and cost of exporting. 

We run the following regression separately for each source country: 

                                                         Eq.(1) 

where the dependent variable is the number of new entrants exporting product p (at the HS 8-digit 

level) to country j in year t and               is the absolute value of the relative duty reduction (in 

percentage points) granted by partner j in its tariff schedule for year t (averaged at the HS 6-digit level)31 
32. If tariff cuts implied lower costs of trade and therefore increased market access after the 

implementation of the agreement, the expected sign for    is positive.     and     are sector-year33 and 

destination-year fixed effects in our specification and all the regressions included them unless specified 

differently. Errors are clustered by product and destination as an attempt to control for autocorrelation 

of residuals in that dimension given that it ensures an averaged error by product and destination equal 

to zero. 

We include several controls in particular to take into account capacity and information spillovers, import 

tariff reductions of inputs and comparative advantage. Capacity spillovers are captured by the number 

of exporters of the same product p to the same destination in year t-1 which might be seen as a sign of 

potential profitability by new exporters. This variable indicates the spread of broad knowledge in the 

production, export requirements and sales of a good among different firms in the country which is a 

complex chain of activities where proficiency in each task is crucial34. The nonexistence of these 

capabilities will substantially constrain the likelihood of exports. Cadot et al. (2010) find evidence on 

                                                           
31

 We consider that tariffs vis-à-vis Central American countries and Dominican Republic remain unchanged and therefore, the 
variable equals to zero for export flows to all other destinations beyond the DR-CAFTA members. 
32

 Absolute tariff reductions in percentage point and a dummy variable in case of duty reductions were also considered to check 
the robustness of our results. Qualitative results are the same and results are available upon request. 
33

 Sectors are defined at the HS 2-digit level otherwise most of our control variables would be excluded by fixed effects. 
34

 In fact, exporting implies a network of activities which is likely to affect the magnitude and nature of trade patterns (Bernard 
et al. (2010)). 
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information spillovers of incumbent exporters which deter the success and survival of new exporters in 

four African countries. Spillovers are product specific and go beyond the knowledge required for 

creating the good35. The import tariff cut weighted by intermediate needs of inputs will account for the 

potential benefits of duty reductions granted by exporting countries which allow national exporters to 

have access to inputs at lower costs in international markets and therefore improve the productivity by 

lowering production costs. This variable is specific at the HS 6-digit level and it is calculated using the 

coefficients in the most recent versions of input-output tables of the Global Trade Analysis Project 

(GTAP)36 as weights. We also add a normalized measure of comparative advantage (NRCA)37 which will 

help us distinguishing whether exporters are entering into products that are not intensively exported by 

each country or prefer to remain trying to export more traditional goods. The NRCA is a transformation 

of the traditional Revealed Comparative Advantage (RCA)38 index whose values range between zero and 

infinity:                       . The NRCA is calculated at the HS 4-digit level for every year 

in the sample using UN Comtrade data, it is symmetric around zero ranging between -1 and 1 and 

positive values indicates that the country has a revealed comparative advantage in that good given that 

the share of total exports for that good is higher that the share of that good in world exports. We also 

include interactions between variables to capture potential competition effects and non-monotonic 

effects of duty reductions. Fixed effects included in our regression will control for any particular shock in 

any destination country or in a particular sector such as temporary demand shocks in goods or 

aggregate demand shocks in a given destination market. 

The three first columns of Table 2 show the results of this specification using controls previously 

mentioned and interactions as explanatory variables. The coefficient of duty reductions is statistically 

significant in all regressions but its negative estimate is opposite to the expected sign. However, its 

interpretation should be done in light of the full derivative with respect to duty reductions: 

             

         
                         

given that this interaction is statistically significant in our results. In reason of opposite signs of 

estimates, our results imply that tariff reductions have a positive effect on the entrance of new 

exporters in product-market relationships whenever countries have cumulated some favorable 

conditions in the production of goods, in its export procedures to those markets and certainly in the 

sales capacity or knowledge of goods to those markets. Otherwise, duty reductions per se are not a 

sufficient condition to stimulate entries of new exporters.  

The presence of incumbent exports is seen by new exporters as a sign of potential gains however all 

marginal effects on this variable are decreasing on the number of exporters given that increased 

                                                           
35

 For example, Freund and Rocha (2010) focus on the impact of infrastructure on African exports’ performance. 
36

 The input-output table for Guatemala was originally created by the Secretaria General de Planificacion de Guatemala for 
2001. For El Salvador, we use the input-output table made available by GTAP for rest of Central America given that a specific 
table for El Salvador was unavailable. 
37

 See Laursen (1998). 
38

 The Revealed Comparative Advantage index for product k in country i and year t is calculated using the following formula: 
                             where      are exports of country i in year t of product k,     are total exports of country i in 
year t and the subscript w denotes world values. 
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competition makes entries less likely. Furthermore, attractiveness is marginally increased by tariff 

reductions and higher (lower) in sectors where the country has (has not) a comparative advantage. The 

negative coefficient of its interaction with import tariff cuts might be interpreted as a competition effect 

of incumbent exporters on new exporters. Indeed, incumbent exporters are much more aware on how 

to take advantage of cheaper inputs and they can reduce their production costs much quicker than new 

exporters.   

Entry in sectors where the country has a comparative advantage is positively affected by import tariff 

cuts as these reductions accrue potential profits but as mentioned before, incumbent exporters might 

capture most of these benefits. 

Last but not less important is the estimate related to revealed comparative advantage. It shows that 

new exporters would prefer to start exporting product not intensively exported by others in the past, 

probably because the export market of traditional products is overcrowded. This is a sign of 

diversification at the product level for new exporters. Import tariff cuts do not reach statistical 

significance in all countries and some little evidence of its positive effect is observed in Dominican 

Republic. 

In the last three columns of Table 2, a measure of exposure to external financial dependence at the HS 

2-digit level is included39. Bricongne et al. (2010) calculated this measure using French firm level data 

and it takes into account the needs for external investment in HS sectors à la Rajan and Zingales (1998). 

Given that fixed effects already control for variability at the sectoral level in our empirical analysis, we 

interact this measure with the two tariff reductions (faced and import). We would expect that faced and 

import tariff reductions will imply less financial constraints for firms and consequently, that reductions 

will reduce the financial tightness of new exporters. Our results do not show any significant results in 

this sense for any of these countries40. 

Our second test is on the number of durable launches started by incumbent exporters during a given 

year and our specification is analogous to Equation (1): 

                                                                Eq. (2) 

where the dependent variable is the number of additional export relationships launched by incumbent 

exporters in product p (at the HS 8-digit level) to country j in year t and               is the absolute 

value of relative duty reduction (in percentage points) granted by partner j in its tariff schedule for year t 

(averaged at the HS 6-digit level). The expected sign for    is positive given that lower costs of trade 

induces incumbent exporters to launch new product or to try out new markets.     ,     and controls 

variables are those included in the previous specification. 

Table 3 shows the results of our regressions of Equation (2).  The variable for duty reductions which is 

our main interest has rarely an impact on the number of new relationships started by incumbent 

                                                           
39

 In fact, Iacovone and Zavacka (2009) show that sectoral performance in previous crises is affected by financial exposure. 
40

 Bricongne et al. (2010) find that being exposed to credit constraints has been an aggravating factor to French exporters 
during the financial crisis and it had an impact in both margins which is not the case in our sample.  
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exporters. In fact, the regression for Guatemalan exporters is the only one where the variable achieves 

standard levels of significance and the pattern shown in this country is similar to the one observed in 

new exporters. The total effect might be positive only in presence of certain level of capabilities in the 

production of good p to be sold in country j at year t. 

Capability and knowledge spillover is the most significant variable while explaining the decision of 

incumbent exporters to launch new products. Its total effect depends on the comparative advantage by 

sectors and the reduction of input costs by lowering import duties: 

             

         
  [                            ]   

 

            
 

In all cases,    is positive which means that spillovers are amplified in sectors where competitiveness is 

very relative high and reduced in case of low performance. The change of sign in    between countries 

points out that an incumbent exporter in Central America has fewer chances to benefit from cheaper 

inputs than a firm in Dominican Republic. Dominican exporters already present in that market do not 

absorb all benefits of import duty reductions and in consequence, they do not discourage launches by 

incumbent exporters in other markets as they do with new exporters. 

Incumbent exporters launching new export relationships are less tempted to enter markets where the 

country has a comparative advantage in order to avoid tougher survival conditions imposed by 

incumbent in those markets. Import tariff cuts have positive incentives on entries into export 

relationships known by their international competitiveness. The joint effect of financial constraints and 

import tariff reductions is not homogenous across countries and in cases of duty reductions, entries in 

financially constrained sectors are more likely to occur in Dominican Republic. 

5.2 Survival rates on new export flows 

If lower faced tariffs imply lower uncertainty for national exporters in term of sales in foreign markets as 

proposed in Besedes and Prusa (2011), we would expect that tariff reductions will increase the survival 

probability of export flows. Our third test considers the likelihood of producers to exit an export 

relationship. Before considering this issue, some caveats need to be clarified. Given left censorship in 

firms’ export spells, only relationships started within the period of our sample are included in this 

analysis. Indeed, only export flows that were considered as new in at least one year of the period 2003-

201041 are considered here42. Right censorship impedes us of knowing if export flows remain active after 

the last year observed. In consequence, data for the last year cannot be used here. 

We run a linear probability model on a dummy variable which takes the value 1 if the firm stops 

exporting in that relationship after this year and zero otherwise. We include different measures as 

control variables and they are intended to capture the exporter’s experience at the product and market 

level. Market experience is proxied by the number of products exported in year t-1 to country j and 

                                                           
41

 We cannot determine if a firm exporting in 2003 was a new exporter or not, so all firms active in 2003 are excluded from this 
framework. 
42

 The periods considered are 2004-2008 in El Salvador and 2004-2009 for Guatemala and Dominican Republic. 
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product experience is given by the number of markets where the firm exported the same product p in 

year t-1. We also include a measure considering the core products of a firm where the exporter would 

show fewer tendencies to exit the market. Core products are proxied by exports of product p in year t-1 

with respect to total exports in t-1. Other controls include the number of years as an exporter and a 

dummy variable for multiproduct firms in year t-1. The last two controls were found as relevant 

explanatory factors for explaining a lower probability of exiting in Bernard et al. (2003). In a second 

stage, we include our proxy for comparative advantage and an interaction of it with the duty reduction 

granted by the partner. Equation (3) shows the specification used here: 

    [          ]                                          Eq. (3) 

Table 4 presents the results of the probability of exiting a product-market relationship by a firm. Except 

duty reductions, all coefficients are statistically significant and have the expected sign. Firms are more 

likely to remain active in their core competencies. The experience acquired by exporting other products 

to the same destination has not a major role in the decision of remaining active in an export 

relationship. Product experience is an important determinant of the likelihood of exit and it points out 

that firms that are highly competitive for a specific good in several markets will have less tendency to 

exit foreign markets. The cumulated years as an exporter have an impact on the probability of exiting 

and its effect becomes stronger as the firm cumulates international experience. It shows that 

established exporters are able to overcome difficulties in new relationships and that exporters keep 

learning and improving their own profitability. Finally, multi-product exporters manage to cope better 

with risks associated to each relationship and on average, their probability of exit is 4.9% lower. The 

latter variable and the product experience are the most relevant covariates in the decision of exit by the 

firm. The number of years as an exporter is a second-order determinant of the likelihood of exit 

however its importance increases continuously over an exporter’s life. 

Goods whose competitiveness is confirmed beyond national borders have better chances of remaining 

active in that market and therefore firms’ trials into “new opportunities” out of traditional exports imply 

a higher risk. The number of exporters already established in the market has also a positive and 

significant effect on the chances of survival of new flows. This effect might be explained by the 

availability and/or acquisition of necessary capabilities in activities related to the export of good p to 

destination j. In Table 5, we include import tariff cuts as controls and their estimates are insignificant 

which might be explained by a lower likelihood of new exporters to incorporate lower input costs. 

In order to estimate the financial dependence of each firm, we create a weighted measure where 

weights are given by the share of firm’s exports in each HS sector. It shows that firms that are financially 

dependent activities will face higher constraints and risks and therefore, their export survival will be 

lower. A last control variable i.e. shadow of growth included in the analysis of survival of exports  is the 

median growth rate43 at the flow level measured between periods t-2 and t-1 if the flow was observed 

for those periods and zero otherwise. It is supposed to capture the performance at the flow level and 

                                                           
43

 The calculation of the median growth rate is detailed in subsection 5.3. 
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export relationships with a positive growth rate are less prone to be dropped. Our results confirm this 

fact in all countries. 

5.3 Changes at the flow level 

As shown in the descriptive analysis, changes at the extensive margin are less important in terms of 

volumes compared to change at the intensive margin. This is the reason why we will try to develop in 

this subsection framework that enables us to consider all changes at the flow level. Therefore, we follow 

the methodology recently used by Bricongne et al. (2010) and we calculate the median growth rate 

(MGR) of flows at the firm-product-destination level: 

            
                    

 
 
                       

 

The MGR allows us to consider all changes simultaneously and it ranges between -2 for a flow 

disappearing in year t and 2 for a new flow. We evaluate the impact of duty reductions and all controls 

included in our previous specifications in the aim of explaining the variability of growth at the flow level.  

The first three columns of Table 6 show the results using mainly product and market information. 

Results using this information are similar to those obtained while working uniquely at the extensive 

margin. Duty reductions are negatively correlated with higher levels of growth probably given that 

competition is increasing in the destination country. Nevertheless, firms might grow after duty reduction 

if a sufficiently large spread of capabilities to the product-market exists in the exporting country. A 

larger number of competitors in the same product-market imply fewer possibilities of growth for each 

competitor. Import tariff cuts have a positive impact on growth perspectives but the incumbent 

exporters can quickly seize all the potential benefits. Products where the comparative advantage of the 

country is more pronounced have a higher growth potential in international markets. The weighted EFD 

is the only firm-related information that we include at this stage and given that its estimate changes for 

extended versions of the specification, we avoid interpreting it here in reason of a possible omitted 

variable bias. 

Our second step is to include firm characteristics to our specification. The most relevant feature of this 

extended version is the increase in the explanatory power. Indeed, information related to the firm 

experience is the most relevant explanatory dimension to be considered while explaining exporters’ 

performance. All variables that we use to proxy different types of exporters’ experience affect 

negatively the growth rate at the flow level. In fact, exporters that have cumulated experience in 

different markets and products might have already covered most of their expansion possibilities and 

growth expectations are relatively low in these markets. Multi-product exporters are also less flexible 

and reactive as a consequence of complex production and decision structures which might have a 

substantial cost in term of growth at the flow level. 

Our last version includes the measure of growth in previous period if the flow exists during all those 

periods, otherwise the variable equals zero. The negative estimate points a cyclical pattern of growth 

where increases or decreases at the flow level tend to slow down in the following period. Finally, 
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exporters subject to higher financial dependence are more likely to have higher rate of growth. Besedes 

et al. (2011) find that more constrained exporters tend to grow faster once they managed to establish 

their presence in foreign markets. In fact, entry size of these firms is relatively small and therefore 

growth perspectives are higher for firms remaining active in the market44.  

6. Conclusions 

We have studied the exports’ dynamics in signatory countries of the DR-CAFTA and we found that 

Central American (and Dominican) aggregate exports have followed an increasing pattern during last 

decade. Some evidence on the acceleration of this pattern and on product- and market-diversification is 

observed after the implementation of the agreement and despite favorable conditions in the most 

important export markets for these countries, we believe that countries have not exploited all benefits. 

Salvadorian exports to Central American countries have been disappointing and these exporters seem to 

focus exclusively on the US market. On the other hand, Guatemalan and Nicaraguan exporters have 

significantly increased their export volumes to all signatory countries. The most significant changes at 

the HS 2-digit are concentrated in the US market and while analyzing changes at the sectoral level, some 

concentration/specialization of countries into some products is detected. 

Looking at the extensive margin decomposition of export growth, we notice that product diversification 

of incumbent exporters already serving countries in the agreement and new exporters are the most 

important source of growth at this margin. Furthermore, the extensive margin in the CAFTA margin has 

gained importance over the period and currently, it has a weight similar to the extensive margin in US 

market. Nonetheless, Central American countries have failed to attain higher survival rates of exporters 

and exit rates for new exporters remain at high levels besides a temporary improvement in 2007. For all 

countries, changes at the intensive margin are much more important than those at the extensive margin 

and that is the reason for considering both margins in the scope of our quantitative analysis. 

Our empirical results show that duty reductions granted by partners are not a sufficient condition for 

increased market access to national exporters and their impact will depend on capabilities already 

developed by incumbent exporters. In fact, positive spillovers of incumbent exporters active within the 

same market and product will allow new entrants to benefit from better conditions to export and in that 

case, faced tariff reductions might be accompanied by durable entries of new exporters. Duty reductions 

have no impact on the diversification decision of incumbent exporters (launch of new products or entry 

into new markets). For new and incumbent exporters, we find evidence of diversification into non-

traditional goods and import tariff reductions have little impact on the entry decision probably because 

incumbent exporters are the most likely to capture all benefits coming from lower input prices. In both 

cases, the presence of incumbent exporters is seen a sign of potential profitability by outsiders to the 

product-market relationship. 

                                                           
44

 This result might also be explained by the fact that innovating exporters are those who might be exposed to higher financial 
dependence. Furthermore, access to external finance demands a developed business plan and therefore a better knowledge of 
the activity and its profitability. 
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Duty reductions granted through the DR-CAFTA have almost no impact on survival rates of new export 

flows and therefore uncertainty related to exports has not been affected by the implementation of the 

trade agreement. These rates are mainly explained by the export experience and firm characteristics. 

The revealed comparative advantage of the exported good will significantly increase the survival of the 

export relationship. Furthermore, firms with a higher exposure to external financial dependence have a 

higher rate of exit. 

Considering both margins together in the median growth rate of export flows, we find little impact of 

duty reductions and when statistically significance is achieved, its effect depend on the existence of 

product-market capabilities within the country. Import tariff cuts have a positive effect on growth 

perspectives and the number of incumbent exporters is a sign of tougher competition. Financial 

dependent firms might grow rapidly if they manage to establish their products in foreign markets. 

However, the most important explanation of growth perspectives at the flow level is related to firm- and 

product-information. 

Our findings call for the establishment of consistent economic policies by national governments that 

allow new and incumbent exporters to exploit the favorable conditions generated by the DR-CAFTA. It is 

necessary that countries create capabilities that make possible the export of goods which involves a 

network of activities beyond production e.g. export services, sales capacity in foreign markets or 

transport infrastructure. It is also important that countries promote export diversification and 

consequently support higher risks associated with these activities i.e. firms entering non-traditional 

export relationships or facing challenges related to financial exposure of the production. Diversification 

is the only way to avoid volatility related to narrow export bundles and it is a necessary condition for the 

discovery of new and most profitable goods that ensure sustained export growth.  
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Table 2: New durable export relationships by new exporters 

Explained variable (1a) (1b) (1c) (2a) (2b) (2c) 
Number of new exporters GTM SLV DOM GTM SLV DOM 

Duty reduction -0.001*** -0.000*** -0.001*** -0.001*** -0.000*** -0.001*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Log(number of exporters + 1) 0.107*** 0.069*** 0.123*** 0.108*** 0.069*** 0.122*** 
 (0.008) (0.005) (0.009) (0.008) (0.005) (0.009) 
Duty reduction x 0.001*** 0.000*** 0.002** 0.001*** 0.000*** 0.001** 
Log(number of exporters + 1) (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) 
NRCA x 0.092*** 0.039*** 0.082*** 0.092*** 0.039*** 0.076*** 
Log(number of exporters + 1) (0.014) (0.004) (0.013) (0.014) (0.004) (0.010) 
Import tariff cut 0.006** 0.002 0.015** 0.005 0.002 0.011* 
 (0.003) (0.002) (0.006) (0.003) (0.002) (0.006) 
Import tariff cut x -0.003* -0.005*** -0.016*** -0.003* -0.005*** -0.014*** 
Log(number of exporters + 1) (0.002) (0.001) (0.005) (0.002) (0.001) (0.005) 
NRCA -0.062*** -0.030*** -0.052*** -0.062*** -0.030*** -0.048*** 
 (0.010) (0.003) (0.009) (0.010) (0.003) (0.007) 
Duty reduction x NRCA -0.000 -0.000 -0.000* -0.000 -0.000 -0.000 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Import tariff cut x NRCA 0.002** 0.002*** 0.007*** 0.002* 0.001*** 0.006*** 
 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 
Duty reduction x EFD    -0.000 -0.000 -0.002* 
    (0.001) (0.000) (0.001) 
Import tariff cut x EFD    -0.039 0.015 -0.027 

    (0.027) (0.019) (0.035) 

Observations 90,858 47,420 35,429 89,422 47,055 34,320 
R-squared 0.166 0.125 0.222 0.166 0.124 0.225 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table 3: Durable product or market launches by incumbent exporters 

Explained variable (3a) (3b) (3c) (4a) (4b) (4c) 
Number of add. exporters GTM SLV DOM GTM SLV DOM 

Duty reduction -0.001*** 0.000 0.000 -0.001*** 0.000 0.001 
 (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) 
Log(number of exporters + 1)  0.217*** 0.214*** 0.212*** 0.217*** 0.215*** 0.216*** 
 (0.012) (0.012) (0.011) (0.013) (0.012) (0.011) 
Duty reduction x  0.001*** 0.000 0.000 0.001*** 0.000 0.000 
Log(number of exporters + 1) (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) 
NRCA x 0.157*** 0.134*** 0.132*** 0.158*** 0.134*** 0.137*** 
Log(number of exporters + 1) (0.018) (0.012) (0.014) (0.018) (0.012) (0.015) 
Import tariff cut 0.011*** 0.004 -0.009 0.016*** 0.002 -0.002 
 (0.004) (0.006) (0.013) (0.005) (0.007) (0.013) 
Import tariff cut x  -0.020*** -0.007*** 0.015*** -0.020*** -0.007*** 0.016*** 
Log(number of exporters + 1) (0.002) (0.002) (0.006) (0.002) (0.002) (0.006) 
NRCA -0.079*** -0.061*** -0.065*** -0.080*** -0.062*** -0.072*** 
 (0.013) (0.009) (0.009) (0.013) (0.009) (0.010) 
Duty reduction x NRCA -0.000** 0.000* 0.001*** -0.000** 0.000* 0.001** 
 (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) 
Import tariff cut x NRCA 0.004** 0.001 0.011*** 0.004*** 0.001 0.013*** 
 (0.001) (0.001) (0.003) (0.001) (0.001) (0.003) 
Duty reduction x EFD    0.000 -0.000 0.007** 
    (0.001) (0.001) (0.003) 
Import tariff cut x EFD    0.104*** -0.059 -0.130** 
    (0.033) (0.105) (0.058) 

Observations 90,858 47,420 35,429 89,422 47,055 34,320 
R-squared 0.227 0.223 0.287 0.228 0.224 0.287 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table 4: Linear probability model on probabilities of exit 

Explained variable (5a) (5b) (5c) (6a) (6b) (6c) 
Probability of exit GTM SLV DOM GTM SLV DOM 

Duty reduction 0.000 0.000 0.000** 0.001*** 0.000 -0.000*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Share sales in t-1 -0.002*** -0.001*** -0.002*** -0.002*** -0.001*** -0.002*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Market experience -0.000*** -0.001*** -0.001*** -0.000*** -0.001*** -0.002*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Product experience -0.026*** -0.058*** -0.021*** -0.024*** -0.055*** -0.020*** 
 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 
Years as an export -0.013*** -0.015*** -0.014*** -0.013*** -0.015*** -0.016*** 
 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 
Multiproduct in t-1 -0.064*** -0.031*** -0.053*** -0.070*** -0.034*** -0.059*** 
 (0.004) (0.004) (0.004) (0.003) (0.004) (0.004) 
Log(number of exporters + 1)    -0.038*** -0.042*** -0.060*** 
    (0.002) (0.002) (0.002) 
Duty reduction  x    -0.000*** 0.000 0.000*** 
Log(number of exporters + 1)    (0.000) (0.000) (0.000) 
NRCA    -0.031*** -0.021*** -0.016*** 
    (0.003) (0.004) (0.004) 
Duty reduction  x NRCA    -0.000 -0.000*** -0.000 
    (0.000) (0.000) (0.000) 

Observations 270,972 122,824 120,156 270,513 120,938 115,039 
R-squared 0.739 0.714 0.723 0.741 0.713 0.724 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table 5: Extended linear probability model on probabilities of exit 

Explained variable (7a) (7b) (7c) (8a) (8b) (8c) 
Probability of exit GTM SLV DOM GTM SLV DOM 

Duty reduction 0.000*** -0.000 -0.001*** 0.000*** -0.000 -0.001*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Share sales in t-1 -0.002*** -0.001*** -0.002*** -0.002*** -0.001*** -0.002*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Market experience -0.000*** -0.001*** -0.002*** -0.000*** -0.001*** -0.001*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Product experience -0.025*** -0.055*** -0.019*** -0.023*** -0.053*** -0.019*** 
 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 
Years as an export -0.012*** -0.014*** -0.016*** -0.014*** -0.016*** -0.018*** 
 (0.001) (0.002) (0.001) (0.001) (0.002) (0.001) 
Multiproduct in t-1 -0.067*** -0.036*** -0.060*** -0.059*** -0.033*** -0.052*** 
 (0.004) (0.004) (0.005) (0.004) (0.004) (0.004) 
Log(number of exporters + 1) -0.041*** -0.044*** -0.059*** -0.039*** -0.042*** -0.057*** 
 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 
Duty reduction  x -0.000*** 0.000 0.000*** -0.000*** 0.000 0.000*** 
Log(number of exporters + 1) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
NRCA -0.031*** -0.020*** -0.012*** -0.032*** -0.022*** -0.014*** 
 (0.003) (0.004) (0.004) (0.003) (0.004) (0.004) 
Duty reduction  x NRCA -0.000 -0.000*** -0.000 -0.000 -0.000*** -0.000 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Import tariff cut -0.002 0.000 0.004 -0.001 -0.000 0.003 
 (0.003) (0.004) (0.006) (0.003) (0.004) (0.006) 
Import tariff cut x NRCA 0.000 0.000 -0.003* 0.000 0.001 -0.003* 
 (0.001) (0.001) (0.002) (0.001) (0.001) (0.002) 
Weighted EFD    -0.004 0.098*** 0.146*** 
    (0.017) (0.020) (0.025) 
Duty reduction  x    -0.000 0.001 -0.002** 
Weighted EFD    (0.001) (0.001) (0.001) 
Import tariff cut x    0.005 -0.017*** -0.013 
Weighted EFD    (0.008) (0.007) (0.010) 
Shadow of growth    -0.023*** -0.019*** -0.028*** 
    (0.001) (0.002) (0.002) 

Observations 245,183 117,897 106,869 245,183 117,897 106,869 
R-squared 0.735 0.713 0.721 0.736 0.714 0.722 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 
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Table 6: Median growth rate of flows 

Explained variable (9a) (9b) (9c) (10a) (10b) (10c) (11a) (11b) (11c) 
Median growth rate GTM SLV DOM GTM SLV DOM GTM SLV DOM 

Duty reduction -0.0021*** -0.0031*** -0.0005 -0.0022*** -0.0025*** 0.0008 -0.0023*** -0.0025*** 0.0008 
 (0.000) (0.001) (0.001) (0.000) (0.001) (0.001) (0.000) (0.001) (0.001) 
Log(number of exporters + 1)  -0.1615*** -0.2836*** -0.2317*** -0.1838*** -0.2422*** -0.2294*** -0.1813*** -0.2399*** -0.2245*** 
 (0.007) (0.012) (0.011) (0.005) (0.010) (0.009) (0.005) (0.010) (0.008) 
Duty reduction x  0.0012*** 0.0017*** 0.0007** 0.0013*** 0.0015*** 0.0000 0.0014*** 0.0015*** -0.0000 
Log(number of exporters + 1) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Import tariff cut 0.0324*** -0.0187 0.0746*** 0.0255*** -0.0051 0.0905*** 0.0268*** -0.0056 0.0877*** 
 (0.012) (0.011) (0.027) (0.010) (0.009) (0.020) (0.010) (0.009) (0.021) 
Import tariff cut x  -0.0298*** -0.0095*** -0.0338*** -0.0191*** -0.0070*** -0.0251*** -0.0189*** -0.0071*** -0.0250*** 
Log(number of exporters + 1) (0.003) (0.002) (0.004) (0.002) (0.002) (0.003) (0.002) (0.002) (0.003) 
NRCA 0.0049 0.1273*** 0.1539*** 0.1956*** 0.2702*** 0.2208*** 0.1937*** 0.2678*** 0.2207*** 
 (0.010) (0.012) (0.013) (0.007) (0.011) (0.012) (0.007) (0.011) (0.012) 
Duty reduction x NRCA 0.0016*** -0.0004 0.0016** -0.0004 -0.0009** 0.0007 -0.0004 -0.0008** 0.0006 
 (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) (0.000) (0.000) (0.001) 
Import tariff cut x NRCA 0.0040 0.0045 0.0051 -0.0012 0.0020 0.0044 -0.0010 0.0020 0.0036 
Import tariff cut (0.004) (0.004) (0.007) (0.004) (0.004) (0.006) (0.004) (0.004) (0.006) 
Weighted EFD -0.4479*** -0.2815*** -0.0629 0.1903*** 0.1407*** -0.0262 0.1916*** 0.1340*** -0.0267 
 (0.040) (0.038) (0.062) (0.030) (0.037) (0.056) (0.031) (0.037) (0.056) 
Duty reduction  x 0.0018 0.0023 -0.0024 -0.0000 0.0045** 0.0141*** 0.0001 0.0044** 0.0139*** 
Weighted EFD (0.002) (0.002) (0.004) (0.002) (0.002) (0.003) (0.002) (0.002) (0.003) 
Import tariff cut x -0.0513** 0.0188 0.1130*** -0.0495** -0.0252 -0.0082 -0.0502** -0.0231 -0.0058 
Weighted EFD (0.024) (0.019) (0.036) (0.021) (0.018) (0.033) (0.021) (0.017) (0.033) 
Product experience    -0.0998*** -0.1957*** -0.0364*** -0.0966*** -0.1902*** -0.0346*** 
    (0.002) (0.004) (0.002) (0.002) (0.004) (0.002) 
Market experience    -0.0022*** -0.0054*** -0.0096*** -0.0021*** -0.0053*** -0.0091*** 
    (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Multiproduct in t-1    -1.2822*** -1.2112*** -1.3895*** -1.2491*** -1.1926*** -1.3512*** 
    (0.012) (0.012) (0.014) (0.012) (0.012) (0.014) 
Share sales in t-1    -0.0067*** -0.0065*** -0.0096*** -0.0064*** -0.0062*** -0.0091*** 
    (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Years as an exporter    -0.0693*** -0.0166*** -0.0095*** -0.0772*** -0.0216*** -0.0159*** 
    (0.002) (0.003) (0.002) (0.002) (0.003) (0.002) 
Shadow of growth       -0.1376*** -0.1247*** -0.1424*** 
       (0.003) (0.004) (0.004) 

Observations 484,076 264,653 212,164 484,076 264,653 212,164 484,076 264,653 212,164 
R-squared 0.095 0.057 0.099 0.281 0.205 0.243 0.284 0.208 0.247 

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. 
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Appendix 

Table A 1: Survival rates in Central America 

Survival rates of new exporters in Dominican Republic 

Period 2003 2004 2005 2006 2007 2008 2009 

1 36.80% 35.45% 31.82% 41.03% 29.34% 40.37% 32.77% 
2 19.84% 19.56% 17.80% 22.47% 18.20% 25.46%  
3 13.52% 13.59% 11.67% 15.75% 13.35%   
4 10.49% 10.47% 9.49% 13.06%    
5 7.95%2 8.26% 8.23%     
6 6.56% 6.70%      
7 5.90%       

 

Survival rates of new exporters in Guatemala 

Period 2003 2004 2005 2006 2007 2008 2009 

1  40.73% 38.62% 45.43% 45.99% 35.77% 35.50% 
2  28.13% 28.18% 32.94% 30.83% 23.69%  
3  23.19% 22.30% 24.83% 23.71%   
4  19.90% 17.97% 20.82%    
5  16.82% 15.38%     
6  14.46%      

 

Survival rates of new exporters in Nicaragua 

Period 2003 2004 2005 2006 2007 2008 2009 2010 

1 39.14% 43.38% 48.04% 45.82% 46.87% 45.69% 43.74% 42.78% 
2 24.95% 29.72% 31.41% 29.12% 28.73% 29.31% 28.02%  
3 18.92% 20.82% 20.79% 19.57% 22.03% 19.61%   
4 14.84% 16.92% 16.40% 15.51% 17.93%    
5 12.26% 13.02% 14.32% 14.32%     
6 9.89% 11.71% 11.78%      
7 8.60% 9.76%       
8 7.31%        

 

Survival rates of new exporters in El Salvador 

Period 2003 2004 2005 2006 2007 2008 

1  36.14% 37.05% 43.49% 37.62% 37.06% 
2  23.04% 23.48% 26.64% 24.86%  
3  17.97% 17.72% 19.47%   
4  14.44% 14.96%    
5  11.85%     
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Figure A 1: Extensive margin decomposition to the rest of the world 

 
Figure A 2: Intensive margin decomposition to the world 
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