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Abstract: By expanding trade and reducing export concentragaport diversification

is widely recognized as an important driver of emoit growth. Diversification remains
a challenge especially for African countries asogtipg itself is a difficult, risky and
complex activity. A country’s capacity to diversiigdeed depends on the ability of its
exporters to introduce new products, serve new etar&nd survive. Relying on a novel
dataset from Mali that contains the universe ofoeifirm-level data for the period 2005-
2008, this paper investigates the effect of sugplg- and demand-side determinants on
the probability of exporters to (i) introduce nevogucts (ii) serve new markets and (iii)
survive. Our results suggest first that market eepee is a critical driver of product
diversification, while transport costs constitute najor obstacle. Second, product
experience and the existence of a support prograwe fa positive effect on the
probability to break into a new market. However, wemnot establish the directionality
of the effect of the support program due to itseptal endogeneity. Third, we find that
market and product experience, as well as theemdst of a support program have a
positive effect on the survival of young exporteFnally, our findings show that
distance from the market has a negative effecthenprobability of surviving. These
results suggest that policies aiming at reducingngport costs and information
asymmetries (e.g. export promotion activities) nh@yespecially helpful in promoting
export diversification in African countries suchMali.
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1. Introduction

By expanding trade and reducing export concentragaport diversification is widely recognized as
an important driver of economic growth (seter alia Cadot, Carrére and Strauss-Kahn, 2010;
Lederman and Maloney, 2003; Al-Marhubi, 2000). Deespmrawing a lot of attention, export
diversification remains a major challenge for pplimakers in developing countries, especially in
Africa. Most studies addressing the issue haveddalk the diversification process (and determinants
from a country perspective (séster alia Shepherd, 2010; Amurgo and Pierola, 2008; Gomelz an
Volpe, 2008), but disregarded the firm-level dynesninderpinning such process.

Mali is a fascinating example of a country strugglio diversify its export activities. It is one e
countries with the highest export concentratiorsib-Saharan Africa. In 2008, about 85 percent of
Mali’s export revenues came from just two produgtdd (75 percent) and cotton (10 per cent). Using
a new dataset, that contains the universe of exXporilevel data for the period 2005-2008 for Mali,
we investigate the effect of supply-side (i.e. fiomaracteristics) and demand-side (i.e. product and
market characteristics) determinants on the prdibabi exporters to (i) introduce a new produgj (i
serve a new market and (iii) survive.

By introducing new products (product diversificajp breaking into new markets (geographic
diversification) or raising the share of existirmgvivalue exports in total trade (consolidatiorg
country can neutralize the negative effects thatentration can have on its growth prospects (for a
detailed survey see Frankel, 2010). Such effecte West highlighted by Singer (1950) and Prebisch
(1950), who argued that diversification into marmtifaing products, could thwart the deterioration of
the terms of trade in commodity-dependent counfritisis also widely admitted that export
concentration can lead to income volatility, macaemic uncertainty and low level of investments
(Ghosh and Ostry, 1994), limited knowledge and rietdgy spillovers (Hausmann and Rodrik,
2003)? rent-seeking behavior (Lane and Tornell, 1986} political tensions (Collier and Hoeffler,
2004). In recent empirical studies, export divéraifon is also associated with high levels of
development (Lederman and Maloney, 2003; Catiatl., 2010). At the same time, as the world
becomes increasingly interdependent, the importahckversification as a risk management strategy
is also enhanced (Haddad et al., 2010).

Despite the benefits of diversification, how to ieele it, remains unclear, but exporters undoubtedly
are the engine of such process. Behind the pradge®duct or (and) market diversification, theseaai
new or incumbent exporter that has introduced dymy or broken into a new market (or both). The
consolidation of a product-market line also implikat a new or incumbent exporter began to sell a
product-market line, already exported by otherghat an incumbent expanded the sales of a product-
market line he was already exporting. By incorgarafirms’ heterogeneity into trade models, recent

1In order to raise the share of non-traditional i (i.e. existing low-value exports), these héwegrow faster than
traditional exports.

2 According to Singer and Prebisch (1950), exporicentration in commodity-dependent countries canpea development
because of the price of commodities relative to ufectures would follow a (inherent) negative tre8dch downward trend
in the relative price of commodities deteriorates terms of trade of these countries, and resulésdecline in exporters and
producers earnings.

3 According to Hausmann and Rodrik (2003), exportcemiration can limit the creation of knowledge aadhnology
spillovers for the entire economy. Indeed, the absef firms (i.e. first-movers) trying new prodwstmarket opportunities
limits the diffusion of information and knowledge.q. information on foreign demand and quality §jEtions,
competition and production processes) to the whagport community.

* In their paper, Haddad et al. (2010) show thatettiects of trade openness on growth volatility kikely to be amplified
when the export basket of a country is heavily eotated



trade theory provides valuable insights on expstieehavior. These models study firms’ decision to
export, introduce a product or serve an additiomatket; and highlight the relationship between §irm
productivity and the number of exporters, expopesiucts, and markets. In Melitz (2003)’s baseline
model with symmetric countries, fixed market entosts and a fixed export costs, a decline in trade
costs (i.e. fixed or variable) lead to the entripithe export market of firms, which before coutat n
afford to be exporters. The model implies that ahly most productive firms will export but has no
predictions as to the introduction of additionabgucts or markets. Bernard, Redding and Schott
(2010) refine Melitz's framework to account for tmproduct and multi-market firms. Their model
looks at the decision of whether to enter the expmarket, what products to produce, and which
markets to serve. They introduce market-specifet @oduct-specific fixed costs, interacting thenh no
only with firm productivity but with product attrites. In their model, a reduction in variable trade
costs induces surviving exporters to start sellibgpad products, thus increasing the number of good
exported by each firm, as well as the number oketar Other studies have focused on firm's market
expansion and the factors that may affect expontiession of whether to break into new markets. In
Melitz and Ottaviano (2008), larger markets areerdifficult to break in as they exhibit a highevdé

of competition and feature lower mark-ups and higtggyregate productivity. Lawless (2009) extends
Melitz’ model by adding a market-specific fixed avatiable costs, which generates a market-specific
entry threshold. As a consequence, firms export tmthose markets that are profitable giving their
own productivity. This body of literature revealsat the introduction a product or/and a market
depends positively on firms' productivity and néggly on fixed/variable trade costs associated with
the export activity, a given product and market.

Based on these findings, recent studies have athlyre effect of certain factors on the introductio
of new products. They found that the number of potslis positively affected by firms’ experience
(Alvarez et al. 2007), network effects (Cadot et210), export promotion programs (Volpe and
Carballo, 2010) and to a certain extent by targfiuctions (Molina, et al. 2010). As for the
determinants of market diversification, the evideimemains scant. Studies in this area have mainly
focused on the process of market expansion anddfdlizt conditional on survival, exporters add
markets in a gradual manner (Albornoz et al., 20@8yless 2009 and Eaton et al., 2007). This paper
contributes to this growing literature by analyzitige determinants of both product and market
diversification at the firm level; and trying toesh some light on the relationship between firmdeve
and aggregate diversification patterns, so farloeked.

Using Mali's firm- and product-level data, we armdyMali's diversification patterns and the
underlying firm-level dynamics. We find that thejarity of exports in each year are generated by a
narrow group of exporters whose export portfolitighly diversified; and that the failure rate amgon
Malian exporters is significant. One in two exgostexits the market after one year. The datadurth
shows that there is a lot of churning (i.e. exitsl @ntries) at the exporter, product and marketlJev
which could explain the patterns observed at thygeagate level (i.e. net effects), and in partictifer
lack of improvements in terms of diversificationdeed, Mali's export structure is highly concergdat

in terms of both products and markets, and thimsdn has not changed during the last ten years.

In order to get a more complete understanding efdiversification process, we decompose Mali's
trade into an intensive and extensive margin ferghriod 1996-2008. The intensive margin refers to
exports of an existing product to an existing matfke. expansion of existing trade relationships)
while the extensive margin refers to new exporis. (expansion due to new trade relationships)



resulting from the introduction of a new productew markets, or both. Such decomposition has the
advantage of reflecting the possible forms of diferation and therefore allows us to assess their
importance in Malian’s tradeThe results suggest that export diversificatioa baen mainly driven

by the exports to new markets. The bulk of thegmweg have been generated by incumbent exporters
which serve new markets with a product, they wéneady exporting or with a product they started to
ship but that other firms were exporting. Along theensive margin, diversification was driven by th
expansion of non-traditional exports and by incuntl@xporters.

Finally, we analyze the potential factors affectigporters' decision to introduce a new product/ese

a new market, as well as their survival. Our resaliggest first that market experience is a clitica
driver of product diversification, while transparbsts constitute a major obstacle. Second, product
experience and the existence of a support progi@arme h positive effect on the probability to break
into a new market. However, we cannot establishditeztionality of the effect of the support progra
due to its potential endogeneity. Third, we findttimarket and product experience, as well as the
existence of a support program have a positivecetie the survival of young exporters. Finally, our
findings show that distance from the market hasgative effect on the probability of surviving.
These results suggest that policies aiming at faguitansport costs and information asymmetries
(e.g. export promotion activities) may be espegiaielpful in promoting export diversification in
African countries such as Mali.

The paper is organized as follows. Next sectiosgmts Mali's export structure. Section 3 lookshat t
exporters dynamics. Section 4 analyzes the soofadigersification at the country level and exposte
contribution. Section 5 presents the results ofetenometric analysis. The last section concludés a
discusses policy recommendations.

2. Mali’s export structure

Malian exports have been growing since 2000, irstngafrom just US$ 0.5 billion to almost US$ 1.9
billion in 2008 However, this trend mainly reflects the increasdhie export value of one single
commodity, namely gold (Figure 1).

Gold is by far Mali’s main source of export reverageounting for US$ 1.45 billion and about 75% of
total exports in 2008up from 60% in 2000. This increase in both absotutd relative terms has been
mainly driven by the boom in gold prices, which mdhan tripled between 2000 and 2008 and went
from about US$ 9,000/kg to 28,000/KgCotton represents Mali's second largest exposcdbunted

5 Product diversification can further be decompaised horizontal (new product — discoveries) andtieal diversification
(i.e. quality upgrading, processing upgrading).

® Both margins can contribute to reduce export camatan. On the intensive margin side, the expansibexisting non-
traditional exports (i.e. trade relationships wahsmall export share) could rebalance Mali's expmttfolio. On the
extensive margin side, trade growth through theothiction of new products or/and markets will haveirect effect on
export diversification.

" The data used in this section come from COMTRADE eover the period 1996-2008. There is no datdablai for Mali

before 1996. The level of disaggregation is HSgftdi

8 Gold in this chapter includes unwrought and serotessed gold. The HS-6 digit code for unwrought gind semi
processed gold is “710812” and “710813” respecyivel

¥ In 2008, Mali was the third African exporter oflg@fter South Africa and Ghana, and the 7th cogxporter in the world
(Source: Comtrade).

9By the end of 2010, the gold price reached US$4Rkg (Source: UNCTAD Statistics). Gold volumeswuought gold)
also rose during this period but were very volatiith peaks in 2002 (i.e. 71 tons) and 2006 (iZztdhs).



for 10% of exports in 2008 or US$ 203 million, agsiUS$ 162 million in 2008- As for non-gold
and non-cotton exports, they have slowly expandezk2002 and reached almost US$ 274 million in
2008, up from US$ 89 million in 2002.

Figure 1
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Geographically, Malian exports are also highly enmcated. South Africa was Mali's main trade
partner during most of 1996-2008 period. In 200Bogts to South Africa accounted for 73% of total
exports but these consisted mainly of gold. It wedlswed by Senegal (7.0%) and Ivory Coast (2.5%).
If we exclude gold, Mali’s main partner becomes &g and South Africa only ranks "2fas of
2008).

To evaluate more formally Mali's export structuredaits evolution, we compute the Normalized
Herfindahl-Hirschman (NHH) index which measures tthegree of product concentration of a
country’s export portfolid? It ranges between 0 and 1 with a value close tmdicating high
diversification. An index close to 1 suggests highcentration. The NHH Index is computed for each
year of the period under review for Mali and siket Sub-Saharan countri€sNe also compute the
NHH Index at the market level. Results are exhibiteFigures 2a and 2b.

11 Cotton exports have exhibited large fluctuationsveen 2000 and 2008 due to the extreme volatilftyrices and
volumes, which both returned in 2008 to their 268@Is

2_
12 For a given year, the NNH index is computed adogrtb NNH= 2"15_"% , Wheres,, is the share in total exports of good

k andn the total number of exported goods (at the HSg# df disaggregation).

13 According to the latest World Bank data (i.e. laigsar is 2006), among the 50 Sub-Saharan Africamiies, Mali is the
11th country with the highest degree of export emtiation. Angola’s export portfolio is the leastatsified, followed by
Equatorial Guinea and Sudan. Other countries witihoee concentrated portfolio than Mali include Nige Gabon, Libya,
Guinea Bissau and Mauritania. Source: World Bank Izge’s African Development Indicators. Figures fare2006, the
latest year available.



Figures 2a and 2b
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In both cases, Mali displays the highest exportceatration among the comparator countries, while
South Africa exhibits the highest level of diveicsition.

In conclusion, the data confirm that Mali is hegndependent on a very narrow base of products and
markets, and that this situation has not changedgithe last ten years.

3. Malian exporters: firm-level dynamics

Diversification is a challenge as exporting itgelf difficult, risky and complex activity. A cougts
capacity to diversify depends on the ability of ésporters to introduce new products, serve new
markets and survive. To understand Mali’s divegatiion process, it is thus crucial to understand
exporters’ performance. With this objective, wealgme the dynamics among Malian exporters using
a very detailed export firm-level dataset providgdMali’s Custom Agency® The dataset contains
the value and quantity of all transactions by degion and by product at the HS 6-digit level fbr a
exporter§’ for the period 2005-2008. Thanks to its granufarihe dataset provides valuable insight
into exporters’ product and market diversificatisinategies, as well as on their survival. None of
which have been documented in previous studies.

Exporters, products and markets

Table 1 reports the number of exporting firms, mieid and markets between 2005 and 2008.

141t is worth noticing that there is a significarifference in 2006 between the data published by @mietand the data
collected by the Customs Authorities. In that yedaltexports from the firm-level dataset were 23#¢hbr than the total
exports by Comtrade. Such difference comes fromrdéng differences in the cotton and golden categéyr the other
years, the difference is on average less than 4%.

15 Exporters are identified through their names.



Table 1: Summary statistics of Malian exporters

2005 2006 2007 2008

products by firm:

mean 3.8 3.9 3.5 4.3
median 2.0 2.0 2.0 2.0
top 10% percentile 9.0 9.0 8.0 10.0
markets by firm:

mean 2.2 24 23 2.2
median 1 2 1 1
top 10% percentile 5.0 5.0 4.0 4.0
number of firms excluding gold companies 267 276 313 328
number of firms 273 280 322 337
number of products 578 575 629 741
number of markets 71 77 74 69

The dat& reveal that the number of exporters and produatsihcreased in the last four years to

2008. In that year, Mali exported 741 different qarots, 22% more products than in 2005 and the
number of exporters rose from 269 to 328. Meanwhihe number of served markets remained

basically constant — 69 in 2008 against 71 in 26@ompared to other countries in the region, Mali

displays the lowest number of export markets anexpbrted products. On average, countries in the
comparison group exported 2,287 products to 144rdewns during 2008’

Exporters’ portfolio

The data also shows that multi-product and multikeexporters, who represent on average less than
half of exporters (i.e. 40% or 118 exporters), actofor almost (i.e. 92.0%) all Malian exports
(Figures 3a and 3b). Within this group, exportdrigging more than five products generate 68.6% of
total exports, with one third coming from exportérat serve two to four markets and the rest coming
from exporters that serve more than five markete @&ppendix 1). In contrast, the rest of exporters
who represent about 60% of Malian exporters geeesaty 8.0% of total exports. The majority of
these exporters sell only one product to only oaekst (i.e. 57%), while 30% export one product but
to various markets and 13% export various prodogtnly to one market. These figures show that at
the firm-level exports are also very concentratethiwv a narrow group of exporters. Most exports
come from firms whose export portfolio is well dig#ied in terms of both products and markets,
which is in line with evidence found for other dmging and developed countries (Seker alia
Amador and Opromolla, 2010; Molina et al., 2010;yrized et al., 2007])9. This also reflects the

8 The firms’ universe during this period consistslc?12 firms, among which not all export in evesay (i.e. 103 firms
exported in every year). For accuracy purposesexetude embassies and couriers. For a more det@dscription of the
dataset refer to Cadot et al. (2010).

" However, this does necessarily mean that the fsexgort destinations between 2005 and 2008 wasahee. The data
show that there is churning. The number of mariteis were the same in 2005 and 2008 was 51 or dr@8% of the total
number of markets in these years. The rest redggorters’ dynamics of market entry and exit. Mprecisely, there were
18 markets that were served in 2008 but not in 20@5 market entries) and 20 markets that wereseoted in 2008 but
were in 2005 (i.e. market exits).

18 The set of comparator countries is the same thanohe used in Section 2, namely Ghana, Senegath Srica,
Tanzania, Uganda and Zambia. These figures seemnsdggest that diversity in the number of produetd markets is a
necessary but not sufficient condition to achiexgoet diversification.

19 We also compute these figures but excluding fiexsorting gold. Results are not shown due to spansideration and
are available under request. The patterns and mages remain almost the same: multi-product aniti-market exporters
account on average 40.7% of non-gold exportersfan@3% of non-gold exports. The patterns regardhmeg number of
products and markets are also very similar. Seshlts also show that gold exporters are also prdtluct (e.g. export
other minerals or gold under different forms) amawilti-market firms.



heterogeneity among exporters in terms of prodifgtiand their weight in Mali's trade structure.
Indeed, according to recent trade models, the numibexported products and markets is positively
correlated with firms’ productivity (Bernard et,a2010).

Figures 3a and 3b
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Exporters’ survival

As previously mentioned an important dimensionegport diversification is the capacity of exporters
to enter new markets, introduce new products amdiv& Survival is a key indicator of export
performance as high failure rates (i.e. low suryipaevent exports from expanding and thus hamper
diversification efforts. In Besedes and Prusa (20@e authors show that in order to have a
significant impact on export growth, trade relasbips must survive and expand. The authors
characterize export performance along three dirnessithe survival, deepening (i.e. expansion) and
entry of trade relationships. Using South Korea Spéin as reference countrf@gthey show that
developing countries would have exhibited much &igéxport growth if they had enjoyed the rates of
survival and expansion of South Korea or Spain.iktathe same entry rates would have also affected
export growth but by less, thus suggesting thatlahgest effect on export growth can be achieved by
improving survival and deepening of trade relatiops. In order to characterize the survival patern
of Malian exporters, we distinguish among existagporters, new exporters and exporters that exit
the market. We defined existing exporters as tlibae exported irt-1 and int. New exporters are
firms that exported ihbut not int-1, while exiting exporters are those that exportedl, but not int.

2 They pick these countries as they exhibited steqmrt growth between 1975 and 2003.



Figure 4
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For the period 2006-2008, existing exporters actzlifor some 60% of the total number of exporters
and generate almost all exports in each year (sgmidix 2). The data (Figure 4) also show that
between 2005 and 2008, there were on average 184x@orters each year (i.e. firms that export in
periodt, but that did not irt-1), although about half of them stopped exportingrabne year (i.e.
failure rate was 54.29%}.Moreover among the 121 new exporters in 2006, 881§27%) exported for
at least three consecutive years. These figurew $hat there is lot of trial and churning (i.etrgn
and exit) among exporters but that their survigaléry limited® Low survival among exporters has
been well documented for developed and developiogities (seenter alia Eaton et al., 2007, Cadot
et al.,, 2010); and Malian exporters are no excaptidiccording to donors’ officials and Malian
exporters, reasons for failure in Mali, especialiythe agricultural sector, include poor knowledde
the exporting activity, lack of professionalisntosig competition and payment defailt.

We also characterized exporter-product, exportaketaand exporter-product-market combinations
(i.e. relationships) in a similar way and foundtttree churning is amplified (see Appendix 3). &ctle
case, new relationships (i.e. new exporter-prodoety exporter-market and new exporter-product-
market combinations) accounted for the majoritythed total number of trade relationships in each
year. As for the number of exits, it was almoshigh as the number of new entries in almost altgea
For instance, there were on average 1'234 newgnoduct-market combinations in each year: among
which 82% failed after one year and only 9% lastedthree years. Due to the high degree of
churning, the effect of products and markets’ eidttikely to offset the effect of new products and
markets on diversification.

To summarize, we found that (i) despite an increasthe number of products and exporters, Mali
remains highly concentrated; (ii) the majority aperts in each year are generated by a narrow group
of exporters (i.e. about 40% of total exporterspadnexport portfolio is highly diversified; (iiipilure

rate among Malian exporters is high: one in twooebgys exits the market after one year; and (ig} th
churning is important at all levels (i.e. exportexporter-product, exporter-market, exporter-préduc

2! The probability of failure or probability of exitij the market after one year is given by the nurobexporters that exit
the market irt given that they entered trl relative to the number of new exporterg-i

22 Overall between 100 and 120 firms stopped expwitirany given year.

2 Interviews (i.e. in total 18) were conducted invidmber 2010 with exporters, donors and governméitiass in Mali.
Exporters were selected from the exporters' dirgcamd according to their experience (i.e. expegel young and non
regular exporters). Some of the exporters were w@eotified with the help of the API (Agence pouar Promotion des
Investissement). With the help of exporters' asgmns, we also identified and interviewed expartiiat exit the market in
previous years. Most exporters operate in the agititess.



market level). This last point is crucial as thgthinumber of new entries but also of exits at the
exporter, exporter-product and exporter-marketljes@uld in part explain the net effects observed a
the aggregate-level. By improving survival ratesyrproducts and markets could have a greater effect
on diversification. Indeed, conditional on theimngual, exporters can develop, grow and ultimately
contribute to rebalance Mali's export portfolio bgerating in new markets, new products or in non-
traditional exporting sectors.

4. Export diversification: aggregate-level dynamics

To get a better understanding of the linkages batwigm- and aggregate-level dynamics, we analyze
Mali’s patterns and channels of diversification. ¥art by decomposing trade for any given year into
two components: an intensive margin and an extensiargin. We then examine each margin. Such
decomposition can bring valuable insights as batingins can be important sources of export growth
and diversification. The intensive margin refershe set of existing trade relationships — (i.esting
product- market combinations), which are definededationships that existed trandt-1. As for the
extensive margin, it refers to the set of new traadiaionships (i.e. new product-market combinat)on
New relationships are those that existed lout not int-1 and consist of the exports of new products
(i.e. product diversification), to new markets .(irearket diversification), or both (i.e. productdan
market diversification)?* Growth through the extensive margin (i.e. growthotgh new exports)
constitutes a direct channel of diversificationitagcreases the number of products and markets. On
the other hand, growth along the intensive marg@ increase in exports of an existing producro
existing market) can contribute to rebalancing Maéxport portfolio if it occurs in those non-
traditional exports such that the share of thepe®s increases relative to traditional exports.

Figure 5a and 5b

Mali: Trade decomposition Mali: Trade decomposition (excluding gold)
(=3
& 81
~N
(=]
L al @
g °g
gl
2 2l
2317 2
R g
£ EN
o
2 8-
—
i ol
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Trade margins Trade margins
B intensive [ extensive I intensive [ extensive

In Mali, the intensive margin has been the main ponent of exports (i.e. 95% of total exports,
except in 2001 and 2004) and in most years the oiraer of growth (Figure 5a). Yet, this situation
reflects mainly the growth in gold exports. Figlite which reports the decomposition analysis when
excluding gold, shows that the intensive marginaes the main trade component (with an average
share of 86%) but that growth along both margirsbeen weak and erratic.

%4 The same definition ofiew and existing applied to trade relationships (i.e. product-mag@nbinations) is applied to
products and markets. For instance, a new produetproduct that is exported tinbut not int-1. An existing product is a
product exported irt and t-1. It is worth noticing that since new trade relaship refers to a new product-market
combination, it can also result from the combinaiid an existing product and an existing partnethis study, we consider
this component a source of market diversification.
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4.1. Sources of diversification at the extensive margin
The extensive margin consists of:

» Exports of a new product to an existing market dpit diversification)
» Exports of an existing product to a new market eaadiversification)
* Exports of a new product to a new market (prodadtmarket diversification)

Such decomposition can bring valuable insightsazi @omponent can be associated with a different
type of diversificationln Figures 6a and 6b, we sketch the contributioeamh component in terms of
exports and trade relationships in 1997-2008.

Figures 6a and 6b
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For accuracy purposes, we exclude gold exports.dakee shows that in recent years Mali's extensive
margin in terms of exports and trade relationshigs been driven mainly by exporters’ expansion into
new markets rather than by the introduction of mpeaducts. Indeed, exports to a new destination of
an existing product accounted on average for 67%efexports at the extensive margin during the
surveyed period, while exports of new products @reduct diversification) remain very limited (i.e
on average 32%) and exports of new products to plaed markets (i.e. product and market
diversification) are almost inexistent (i.e. 1%)At the same time, the number of new trade
relationships based on the exports of an existioduyrt to a new market has increased since 2004 to
reach 58% of the total number of relationships00&

4.2. Sources of diversification at the intensive margin

Looking at the export dynamics within the intensivergin -existing trade relationships- is also
essential to understand the diversification pracdssleed the expansion of non-traditional products
that are currently being exported in limited quiedi could help to reduce a country's export
concentration. By reasing non-traditional expott®ir share in total exports could increase if they
grow faster than traditional ones. To analyze ghossibility, we identified those relationships that
accounted for less than 0.1% of non-gold expor0i@0, and compute their contribution in 2005 and

% |t is worth mentioning that the surge on the ekpof an existing product to a new market obseime2D01 in Figure 4a
reflects the exports of cotton (existing produothew markets. In that year, their value amounted$$ 97 million or 59%
of the extensive margin. Cotton was notably expoie?6 new destinations in 2001 including Thaildd&$24 million) and
Taiwan (US$ 12 million) compared to only two deations (i.e. Senegal and Cote d'lvoire) in previgears (Source:
Comtrade).
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20082° We do the same for the relationships that acctammore than 0.1% of non-gold exports in
2000 as well as for those that did not existedry@000. Figures 7a and 7b show the results.

Figures 7a and 7b
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Products that were not exported in 2000 or thabwaated for less than 0.1% of non-gold exports
within the intensive margin reached $US 206 millian2008 (against $US 2 million in 2000). In
contrast, exports with a share greater than 0.1000 went from $US 172 million to $US 181
million in 2008, that is 5% more than in 2000.wi¢ exclude cotton, non-gold exports with an export
share larger than 0.1% in 2000 were about $US lkomiand remained almost at same value (i.e. $US
6 million) in 2008. These figures show that it mnrtraditional exports (i.e. exports that did ngise

in 2000 or that had small export shares) which remanded the most and have driven the growth
along the intensive margin in the last decade. Agnoon-gold exports, products that did not exist in
2000 or accounted for less than 0.1% and thatlgrempand (i.e. more than 400% cumulated growth)
were livestock (especially live sheep), minerakssasne, cereals, seeds, footwear, and mechanical
appliances. Products showing the greatest perfarenam 2008 (i.e. more than 400% cumulated
growth) among products with an export share latigan 0.1% in 2000 were plain weave cotton and
fruits (including mangoes and guavasy.et, such progression has proved to be insuffidemeduce
the inequality within Mali’'s export portfolio givethat cotton still accounts for 45% of non-gold
exports at the intensive margin.

4.3. Behind the extensive and intensive margins

The data shows that Mali’'s main source of diveraiibn has been the expansion i) into new markets
and ii) of non-traditional exports along the exieasand intensive margin respectively. This means
that along the extensive margin, growth has beeremdrby new or incumbent exporters that start
serving a new market, either with a product theyewadready exporting or with a product other firms
were already exporting. In addition, this couldicade that breaking into new markets is relatively
easier than introducing a new product. Indeed, @ngeduct has been successful in a given matket, i
is very likely that the cost to start selling it &amother market is lower than starting exporting an
entirely new product. As for the intensive margis, main driver has been non-traditional exports,

% \We choose 0.1% as a threshold which in terms lolevaepresents around $US 175 thousands in 20@niBjority of the
export lines in 2000 had a value lower than 0.1%lanusing this threshold we can at look the evotubf a larger number
of trade relationships than if we use a more retstg threshold. We also apply two other thresh@@%% and 1% (includes
all products except cotton). The results remaity génilar.

271n the case of mangoes, their exports have expeikan important increase only in recent yeatispagh they have been
traded since the 70's. In fact, their share in gold-exports was larger than 0.1% in 2000.
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thus implying that the intensive margin has beévedrby new or incumbent exporters that expand the
sales of a product-market line they were alreaghoding or that they start exporting a product-neark
line, others were already exporting. In order teeas the role played by existing and new expoirters
trade diversification, we compute their share arheaf the components of the extensive and intensive
margin. Figures 8a and 8b present the results06-20082

Figures 8a and 8b
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The data suggest that most of exports at the exgengargin came from incumbent exporters and this
regardless of the component in consideration. Thaene two exceptions. In 2007 and 2008, it was
new exporters who drove the exports of new prodwactd of new products to new markets
respectively’’ As for the dynamics within the intensive margirperienced (i.e. existing) exporters
were also the main players behind the expansitheoihtensive margin (Figures 8b). These results ar
not necessarily surprising given the high failuaees among new exporters, which could explain their
scant contribution to the extensive and intensiagin. In addition, there may be barriers to entry
which could be preventing new exporters from exptpnew product and market opportunities.

In both cases, incumbent exporters appear as thepiagers behind the two margins. Yet, the factors
affecting exporters’ survival, as well as their idem to introduce a product or break into a new
market remain unclear. In the next section, weltrieshed some light on this issue.

5. What drives firm export diversification?

Using the firm-level data provided by Malian CustAuthorities for the 2005-2008 period, we assess
the role of supply and demand-side factors, as a®lof product characteristics and information

spillovers on the ability of firms to (i) introduceew products; (ii) serve new markets; (iii) and

survive. Supply-side factors are captured by expsricharacteristics, while demand-side factors are
proxied by market characteristics.

5.1. Product diversification

In order to better understand how product divaratfon occurs, we analyze the effect of firm and
market characteristics on the probability of ansemg exporter to introduce a new product. The
equation to be estimated is the following:

28 Existing and new exporters are defined as in sutose4.1.
29 A similar pattern was found in the case of MaleSénegal and Tanzania.
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Prob(NewProd = 1);j; = B1FirmCs;; + f,MarketCs;, + f3Controlsj;_, + €;j;

The dependent variable equals one if firrexported a new product to markein timet, and zero
otherwise Firm characteristics include exporter size ande¥perience in markgt Exporter size is
measured by the sales (in log)tith while market experience is proxied by a dummy #atals one if
firm i had a previous (i.e. inl) export experience in markgt Besides, the expertise an exporter can
acquired through experience, this latter could fedporters getting funding to implement their plans
of product or market expansion. Indeed, finanaiatifutions in Mali may be better disposed towards
financing exporters that are active in a given ¢guand present a good track record.

We introduce two other firm characteristics, namtdg number of products and the number of
markets that a firm respectively exported and skiwd-1. Thanks to their experience in managing
different products and markets, multi-product andittmarket firms may find easier to introduce

another product in a given market. As mentionediteefthis variable could also reflect firm’'s

productivity. Indeed, according to recent studiBsrfard et al. 2007; 2010) most productive firms
show the largest number of products and marKets.

We also add the number of firms exporting to market-1 as a proxy for information spillovers. The
existence of other Malian exporters in markebuld reduce export uncertainty (Nicita et. al, 200
On the exporter side, Malian firms may find it essio approach buyers and establish business
relationships in countries where Malian exportes @ready activé" On the importer end, buyers
already familiar with Malian suppliers and produate likely to be willing to do further businesshwi
Malian firms. The number of exporters in a marketynibe also seen as a sign of profitability and
attract other exporters. It can therefore captumekat attractiveness.

As for the market characteristics, we include trstagice to markgt(in log) as a proxy for transport
costs and the GDP per capita (in log). GDP pertaapian indicator of consumers’ affluence and
sophistication. Finally, an interaction term betwesporter size and distance is included. The mapo
is to evaluate whether the effect of distance ganiith the exporter size. A positive coefficient the
interaction term would imply that distance is le$sa constraint for larger exporters. To contml f
other period and product non-observables, we irctirde and product (HS 2-digit) fixed effects. The
latter corresponds to the main sector in whichira fiperates.

For our estimation, we use a linear probability #ld8 Results are reported in Table 2. Three
specifications are considered. The first one inetufirm characteristics. The second one adds market
characteristics and the information spillover vialea The last one includes the interaction term
between exporter size and distance.

%0 The variables on firm characteristics are basetherinformation in the firm-level dataset. Giw¥e nature of the dataset,
we dispose information only on firms’ exports, netkand products, which limits the variables thatoould use to capture
firms' characteristics. There is no data availaoldirm’s employment, ownership, productivity ordestic sales (if any).

31 Assuming Malian exporters have a positive repoitativhich is likely to be the case if they survive.

32 The main drawback of the LPM model is that thedjmted probabilities can be negative and largen tiae. But despite

this, the LPM estimator is deemed to provide a gaditation of the magnitude of the effect.
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Table 2: Probability to introduce a new produchg@ar Probability Model)

M @ 3
variables new_prod new_prod new_prod
market experience (t-1) 0.287+x* 0.278*+* 0.233%*
(0.024) (0.024) (0.023)
size (t-1), log -0.001 -0.001 0.002
(0.001) (0.001) (0.005)
Nber of exported products (t-1) 0.007#** 0.007#* 0.007#*
(0.000) (0.000) (0.000)
Nber of export destinations (t-1) -0.000 0.000 0.001
(0.001) (0.001) (0.001)
GDP/capita (log) 0.002%* 0.001
(0.001) (0.000)
distance (log) -0.015%#* 0.002
(0.002) (0.003)
Nber of exporters, same market (t-1) 0.002+**
(0.000)
size (t-1) x log distance -0.000
(0.001)
Observations 53235 46'406 46'406
R-squared 0.158 0.167 0.190

Product (HS 2-digit) and time fixed effects are included in all specifications but are not
shown. Errors are clustered by product. Robust standard errors in parentheses. Significance
levels *** p<0.01, ** p<0.05, * p<0.1.

The results suggest that a previous experienceairkatj has a positive and statistically significant
effect on the number of new products. Exporters wievious experience in markedre 23% to 29%
more likely to introduce a new product in that nerthan exporters without experience. Exporter size
has a positive effect on the number of new prodimtteduced but only in our last specification. The
effect is small and not statistically significant.

Interestingly, exporters selling several produtioad are more likely to introduce a new prodube T
effect is positive and significant although veryasimMulti-products exporters are probably among th
most productive firms and are thus more likely ¢cable to afford the introduction of another praduc
In addition, having experience in the sale procas$ management of a product make it probably
easier to introduce another product. However, dkppto several destinations does not improve the
chances of introducing a new product. The effeciils and not significant, which could indicate tha
it is potentially easier to introduce another praidior exporters already selling multiple produdtan

for those serving multiple markets.

As for the demand-side determinants, as anticipdteddistance to the market has a negative effect
the probability of introducing a new product. Adalitally, the probability of exporting a new product
to a given market seems to be larger for marketis avhigher GDP per capita. This could reflect the
fact that richer countries may be perceived as mpooditable and therefore attract more exporters.
However, both effects (i.e. distance and GDP/capitsappear once we control for the information
spillovers and the interaction term.
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As for the information spillovers, the results sesgfgthat the probability of introducing a new pradu

is higher in markets where other Malian exporteesaready doing business. The presence of other
Malian exporters in a market may be a signal ofifadoility and can be useful to learn about demand
conditions. Finally, the effect of the interactitarm between distance and size is not significadt a
close to zero, thus suggesting that transportatosts represent a barrier for any exporter, regasdl

of its size.

The results show that distance and especially nagkperience have the largest effects on the
probability of introducing a new product. Previceiperience in a given market allows exporters to
better understand consumers in that market, thepettion and business environment. This should
not come as a surprise as acquiring such informato essential to assess product demand,
profitability and business opportunities in a giverarket. Transport costs remain an important
constraint for product diversification as it negaly affects the competitiveness of exporters neifgn
markets.

5.2. Market diversification

Having analyzed the determinants of “product diNeetion”, we now turn to “market
diversification” and evaluate the effect of varidastors on the probability of incumbent exporters
venturing into a new markét.The probability of firmi to serve a new market with prodyxin timet

is given by:

Prob (NewMkt = 1);,; = 1 FirmCs;; + B, ProductCs;,; + fzControlsy;_1 + €ip¢

where NewMkt is a dummy that equals one if firmserves a new market inwith productp
(conditional on produgb being exported) and zero otherwikée in the previous section, we include
exporter size, as well as the number of productored by firmi and the number of markets it
serves.

To account for firm's product experience, we indual dummy that takes the value of one if the
product was already exported by fiirin t-1, and zero otherwise. To control for the produpitywe
add two dummies to distinguish between differeatiaand homogeneous goods using Rauch
classificatior?’ ‘Differentiated goods’ represents the referendegmry. We also include the change in
world imports of producp in t to account for a change in demand conditions. Seess the effect of
export programs, we include a dummy that equalsifotiee good is eligible for any government or
donors support prograf.To take into account the role of information spilr effects, we add the
number of firms that exported the same progiuatt-1.

Table 3 reports the results of the estimation. fiitsé column refers to the base line specificatom
includes only firm characteristics. The second ewluincludes market characteristics. The last
specification includes other controls such as thexy for the information spillovers and two
interaction terms: the first one assesses whetteetfect of support programs varies with exporter

33 Firms can break into a new market with an existing new product.

34 Rauch classification distinguishes among diffeaetl, homogeneous and referenced price goods.idnstidy, we
consider homogeneous and referenced price goaasiagle category.

% The products included in a support program (iletegrated Initiatives for Economic Growth in MalilUSAID and the
“Agricultural Competitiveness and Diversificationoprct” -Malian Government assisted by World Bankg:dpananas,
mangoes, fish, sesame, onions/shallots, papayatogst tomatoes, milk, shea nuts, millet, sorghadh rice. We exclude
livestock due to the changes in the statisticabnaiog that have been applied in the last yeatkighcategory.
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size, while the second captures whether the effieptoduct experience varies with the type of good.
The technology, skills, and capital requiremengoasited with the production of a differentiateddo
are presumably harder to meet. We therefore expatexperience in the production and distribution
of a differentiated (or sophisticated good ) wopldy a bigger role than in the case of a homogenous
good. Product and time fixed effects are includedlli specifications.

Table 3: Probability to break into a new marken@ar Probability Model)

O ©) )

variables new_mbkt new_mbkt new_mbkt
product experience (t-1) 0.119%** 0.105%* 0.113**
(0.038) (0.043) (0.043)
size(t-1), log -0.015%* -0.016%* -0.015*
(0.007) (0.008) (0.008)
Nber of exported products (t-1) -0.008*** -0.008#+* -0.008#+*
(0.001) (0.001) (0.001)
Nber of export destinations (t-1) 0.010** 0.010** 0.011*
(0.004) (0.005) (0.004)
homogeneous good 0.019 0.062
(0.042) (0.043)
support program 0.179** 0.179
(0.071) (0.180)
demand growth 0.027 0.019
(0.034) (0.034)
Nber of exporters, same product (t-1) 0.010%**
(0.003)
product exp. * homo. good -0.060**
(0.028)
size (t-1) * program -0.003
(0.027)
Observations 2'780 2'481 2'481
R-squared 0.471 0.477 0.480

Product (HS 2-digit) and time fixed effects are included in all specifications but are not
shown. Errors are clustered by product. Robust standard errors in parentheses. Significance
levels *** p<0.01, ** p<0.05, * p<0.1.

The results suggest that product experience mattgrsnarket diversification. Exporters with a
previous experience in selling prodyztare more likely to break into a new market. Indeieds
reasonable to find that exporters will venture inewv markets with products that were successfully
exported elsewhere.

The effect of exporter's size is negative in aledfications and significant. This indicates that
exporters with the largest sales in the previows yeuld tend to penetrate fewer markets. SucHtresu
could be reflective of the exporters’ expansiomatelyy, as some exporters may prefer to consolidate
their current market position before diversifyingther.

As for the effect of the number of exported produmh the probability to serve a new market, it is
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negative and statistically significant, althoughadinilhis suggests that it is more difficult to dgify

into new markets for multi-product exporters than éxporters with a single product. Again, multi-
product exporters may prefer to consolidate theisitipn before entering into new markets. In
contrast, the number of markets that a firm sehala positive effect on the probability of entgrén
new market. Multi-market exporters have acquiredsignificant knowledge regarding customs
procedures, transports networks and clients nédusy can better assess a market opportunity and
probably are more willing to explore a new markleart exporters that are focused only on one
destination.

As for the product characteristics, the existenica support program has a positive and statisyicall
significant effect on the probability of explorimgnew market. However, its effect disappears oree w
include the information variable and the interactierms. It is worth mentioning that there is a
potential endogeneity problem affecting the intetation of this result. In other words we cannot
establish the direction of the effect. It couldtbat the observed export growth is a consequenteeof
support program, or that products selected to pp@ted were precisely those that were expanding.

Finally the results suggest that information spifics have a positive and statistically significeffiect

on the probability to serve a new market. The flaat other Malian firms sell the same product atbroa
could push exporterto find new market opportunities. At the same tiex@orters could learn from
their competitors about the profitability of certamarkets before deciding to explore these
opportunities. As for the interaction terms, ortlg interaction between the product experience laad t
dummy for homogeneous goods is statistically sigaift and indicates that the effect of product
experience on the probability of exporting to a newarket is lower for firms exporting a
homogeneous good. This is consistent with our ptiedis that experience matters more in the case of
differentiated goods.

Concluding, our analysis of the determinants ofketdiversification among Malian exporters reveals
that exporters benefiting from previous product ezignce or selling a product promoted by the
government or donors have the highest probabibtyemter a new market. This again shows the
importance of product know-how, information on pwod standards, demand tastes, and overall
familiarity with the export activity. With respetd the effect of the support program on promoting
market diversification while we find a positive asgtion, we cannot establish whether the proltsibili

of entering a new market is larger because of tleeess of the support program or because the
product in question was selected on account ofpggformance (i.e. geographical expansion).
Furthermore, this effect vanishes when we contoolthe information variable and the interaction
terms.

5.3. Survival

Studies at the product and firm level (see foranse Besedes and Prusa, 2006 and Cadot et al), 2010
have shown that export survival is especially lovdéveloping countries, and can be a key constraint
to overall exports growth and diversification. Madiexporters are no exception. Half of new expsrter
exit the market after one year and 21% exit after years, indicating that survival beyond the first
years is difficult. Given the short time coveradeor dataset and the importance of survival fow ne
exporters, we focus on the impact of potential desctaffecting the survival of exporters at the
beginning of their activity. More specifically, westimate the effect of firm, product and market
characteristics on the probability of new exportersurvive more than one year. This probability is
given by:
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P(survivalipjt = 1) = B1FirmCs;; + B, ProductCsy, + fsMarketCsj, + ByControlsyj; + €;jpt

Where the dependent variable equals 1 if fiemported produgb to markef in t for the second time
(i.e. exports;,;; = 1, exports;,j._; = 1 and exports;,;,_, = 0), and zero otherwise. To account for
exporter, product and market characteristics wiidecthe same variables as in the previous sections
The baseline results are presented in column 12amd Table 4. In column 3 we control for
information spillovers by including the number ofaNan exporters selling the same prodpcto
marketj in addition to the two information variables usedprevious sections. Finally, we add three
interaction terms: one to assess whether the affdbie support program varies with the exportee si
one to evaluate the joint effect of exporter siad distance, and another one to evaluate whetker th
effect of product experience varies with the typproduct.

Table 4: Exporters survival (Linear Probability )

1) ®) ©)
variables survival survival survival
market experience (t-1) 0.013*** 0.01 24 0.01 24

(0.002) (0.002) (0.002)
product experience (t-1) 0.015 0.019 0.014
(0.009) (0.013) (0.010)
size(t-1), log -0.000%* -0.000 0.000
(0.000) (0.000) (0.000)
Nber of exported products (t-1) -0.003 -0.002 -0.001
(0.002) (0.002) (0.001)
Nber of export destinations (t-1) -0.003 -0.003 -0.003
(0.003) (0.003) (0.003)
homogeneous good 0.049 -0.028
(0.079) (0.085)

support program 0.167*** 0.164**
(0.062) (0.081)
demand growth -0.007 -0.013
(0.029) (0.031)
GDP/capita (log) 0.014 0.007
(0.014) (0.014)

distance (log) -0.052%* -0.042*
(0.021) (0.024)
Nber of exporters, same product (t-1) -0.001
(0.004)
Nber of exporters, same market (t-1) 0.000
(0.000)

Nber of exporters, same product and market (t-1) 0.023*+*
(0.007)

prod_exp. x homo. good 0.050%**
(0.022)
size (t-1) x program -0.000
(0.000)
size (t-1) x log distance -0.000
(0.000)
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Observations 2,097 1,841 1,841
R-squared 0.275 0.287 0.297

Product (HS 2-digit) and time fixed effects are included in all specifications but are not shown. Errors
are clustered by product. Robust standatrd errors in parentheses. Significance levels *** p<0.01, **
p<0.05, * p<0.1.

The results suggest that the survival of new traationships is affected by market experience.
Exporters with solid market experience (measuredhgynumber of times this market was served
beforef® have a higher probability to survive beyond ttiest year. The effect of product experience
(measured by the number of times this product wamreed before) on survival is positive and
statistically significant but only in the case anmogenous goods (captured by the interaction term).
This is probably because competition in homogenammls is fiercer and experienced exporters
possess an advantage in terms of know-how (i.eaddmequirements and product standards) and
reputation with respect to inexperienced exportdegporter size seems not to have an effect on the
probability to survive beyond the first year. As fims exporting several products, they face deig
probability to exit market with productp after one year. A similar effect is found in thases of
exporters selling to multiple markets. But in batses, the effect is not statistical significard &@s
magnitude is very small.

Regarding product characteristics, only the effefca support program is positive and significant.
However, as discussed earlier, the interpretatiothie result should be very careful as this pusiti
association does not imply any causality. We capstablish whether the success in terms of survival
among the products promoted by the government andrd is a consequence of the support program
or a cause. In fact, it is reasonable to think thatproducts supported by the Government and donor
programs were selected precisely because of theiformance. With respect to the variables
accounting for market characteristics, only distahas a statistically significant effect on thevaai

of young exporters and its effect is negative Gwvival is harder in more distant markets).

With respect to the variables proxiyng for inforinatspillovers, only the number of firms exporting
the same product to the same market has a posifieet on survival. A larger number of firms in a
market may be seen as sign of profitability andsthtiract more exporters. In turn, the newcomers
may benefit from the reputation established bypleiers and their know-how to improve their chances
of survival.

In conclusion, in this section we showed that goreant support, distance, and product experience
especially in the case of homogeneous goods areldterminants with the largest effects on the

survival of young exporters. However, as discussatier, the variable capturing government support
is potentially endogenous as the good performahtieegproducts selected for the program may have
influenced the choice of the government or dondremdesigning its prografh.

38 For this exercise, we measured market and praskpetrience by the number of times a market wasdeamd the number
of times a product was exportedtif, instead of a dummy to take into account the degfexport experience.

37 To ensure that our results are not driven by goid cotton exports, we estimate as a robustnesk efiileregressions but
excluding gold and cotton exporters. The resultestimations concerning the probability of expa@tannew product, a new
market and surviving are almost the same. Thisuogirising, as the dependent variable in eacheasfalthree estimations is
not based on export values, but on a binary valaezero or one). All the robustness estimatioesazailable under request.
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6. Conclusion

Mali’s export performance has been little studiedfar, although the country presents one of the
highest export concentrations in Sub-Saharan Aff@zer-dependence on gold and cotton threatens
the country's long-run growth prospects and urgesdlls for further diversification. This paper slse
new light on Mali’'s exporter dynamics, sources ofedsification, and on the determinants of firm
diversification.

At the aggregate level, we decompose trade intex@ensive and intensive margin for the period
1996-2008 and find that the main sources of difieadion have been the exports to new markets and
the expansion of non-traditional exports (i.e. efpthat did not exist in 2000 or that had smapak
shares in Mali's export portfolio). Overall, thigmid process of diversification remains largely
insufficient to rebalance the country’s export fadiv. At the firm-level, we found that incumbent
exporters were the main players behind both magmasthat churning in terms of exporters, product,
and markets (i.e. exporter-product, exporter-marketporter-product-market level) was also
significant, which could partially explain the aggate patterns observed in Mali.

Indeed, diversification is challenging because etipg is itself a difficult, risky and complex acitiy.

It depends on the ability of exporters to penetra® markets, introduce new products, but also on
their capacity to durably maintain these businettionships. We analyzed the impact of supply-side
and demand-side determinants on the probabilitfi)ahtroducing a new product and (ii) breaking
into a new market. Our results suggest that masdsgterience is a critical driver of product
diversification: an exporter will find it easier totroduce a new product in a country where he is
already present, knows the consumer tastes, bsseme&ronment, distribution’ networks and customs
practices. On the other hand, we find that trartspmsts constitute a major obstacle to the intrtdac

of a new product as it reduces the competitiveinéssxporters in foreign markets. These costs are
particularly high, and constraining, in the caseaddndlocked country like Mali, which points tceth
importance of trade facilitation and targeted isfracture investments

As for the determinants of market diversificationy analysis suggests that variables with the &rge
effect on the probability to break into a new maike product experience, as well as the existehce

a support program. Both have a positive effecthenprobability of exporting to a new market. In the
case of product experience, exporters will fourglexato venture into new markets with products that
were successfully exported elsewhere. As for thppsud program variable, this is potentially
endogenous variable and we cannot establish thealiguof its effect. In fact it could be that the
products supported by the program were selectetidogovernment and donors precisely because of
their good performance.

Finally, this study looks at the survival among nexporters. This is an important issue as new gxpor
flow can have a significant impact on export groatid diversification only if they manage to survive
and expand. However, we found that in Mali, likemany other developing countries, survival among
new exporters is very low. One every two exporexiss the market after just one year. We examine
the effect of firm, market and product charactersson the probability of surviving after one yedr
activity. We find that product experience has aitpaseffect on the probability of surviving beyond
the first year, but only in the case of homogenegamds. These products are likely to face fiercer
competition than heterogeneous products. In thisteot, having an expertise and established
reputation in a market are very likely to help ertpis to retain clients, attract new ones and thus
increase their chances of survival. Market expegelmas also a positive effect on the probability of
surviving beyond the first year. Such experiendpexporters to acquire information on the busines
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environment, demand tastes, profitability and tdtdreassess the risks regarding a business
opportunity. The distance from the market has asoegative effect on the survival of young
exporters. Serving far away markets incur largaemgport costs and probably also show a higher level
of delivery uncertainty (i.e. the exporter cannontcol the delivery of the merchandise, quality,
storage, etc). Finally, exporters selling a produetier a support program face a higher survival
probability beyond the first year of activity. Bagain, since this variable is potentially endogenou
we cannot determine the direction of the effect.

Our findings have important policy implications.rstj they highlight the effects of information
asymmetries which could be reduced by improvinglithieages between exporters and the markets.
The results suggest that the information acquinea market or with a product through experience is
one of the main factors helping exporters to dierand survive. During the exporting process,
exporters learn about product standards, trandmortanetworks, customs regulations, clients’
requirements and about business profitability. @ndther hand, buyers learn about the quality ef th
product and the ability of an exporter to delivExport promotion agencies could play a role in
reducing information asymmetries between exporing markets. Recent evidence from 103
countries (Lederman, Olarreaga and Payton, 201§yests that export promotion agencies have
positive and statistically significant effect onpexts. The creation of a promotion agency has been
announced in Mali, but no timeline exists for itgolementation.

Second, transport costs appear as a key determiofardiversification and survival. Market
connectivity could be improved through improved éaster access to ports not only by supplying the
necessary infrastructure, but also by cutting ch tape and shortening the time associated with
customs procedures. This is particularly criticalthe case of agricultural products, which have a
limited life cycle and are quickly perishable.

Third, the qualitative data collected among Makaiporters suggest that access to credit is comrslder
a major constraint, especially for agribusinessabee of the lag between the moment the capital to
start operating is required and the moment exmonteceive an order from a client. Developing
financial products more adapted to the specificlaed exporters could help them to consolidater thei
market position, and for the most productive owmesxjpand.
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Appendix 1: Multi-product and multi-market exporters

Table 6a: Share of exports by type of firm (averager 2005-2008)

number of markets

L

number of products 1 2 3 4 +5 +10 Total
1 2.18 2.08 0.47 0.05 0.41 0.22 541
2 0.65 1.55 1.32 9.34 0.82 0.35 14.03
3 13 0.32 0.17 0.09 0.12 0.45 245
4 0.14 0.13 0.08 7.34 1.36 0.00 9.05
’ +5 0.38 17.77 2.99 6.96 7.21 0.07 35.38
i +10 0.07 0.36 3.94 10.65 11.55 7.09 33.66
Total 4.72 22.21 8.97 3443 21.47 8.18 100

Table 6b: Share of exporters by type of firm (ageraver 2005-2008)

number of markets

L

number of products 1 2 3 4 +5 +10 Total
1 34.47 5.58 1.42 0.5 0.38 0.16 42.51
2 8.56 6.29 229 0.98 0.82 0.15 19.09
3 4.28 2.62 225 0.77 0.66 0.26 10.84
4 1.73 1.85 1.16 0.67 0.86 0.00 6.27
’ +5 2.64 2.65 2.68 1.87 2.46 0.16 12.46
i +10 0.57 0.98 1.12 1.49 3.62 1.05 8.83
Total 52.25 19.97 10.92 6.28 8.8 1.78 100

Appendix 2: Mali’s trade by type of firm
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Appendix 3: Firm-product, firm-market, firm-product-

market combinations

Number of firm-market pairs Number of firm-product pairs

Number of firm-product-market pairs
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