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Export Decision and Export Performance 
of Manufacturing Firms an Experience 

from Indian Organized Sector 

Paramita Roy Biswas and Simontini Das 

1 Introduction 

In the era of globalization, export performance is considered to be one of the impor- 

tant factors in determining the long-run growth and sustainable development of an 

economy. Export growth helps to utilize the unemployed resources, increase the 

productivity, expand the market size, and helps to reap the benefits of scale economies. 

Gradually, the focus of international economics is shifted from country or industry 

to firm. Micro econometric analysis emphasizes on the study of firms’ behavior in 

international market. Melitz (2003) provides a theoretical backdrop of international 

activities of heterogeneous firms. Two streams of literature evolve to understand the 

impact of firm-level heterogeneity on their trade behavior. Linkage between produc- 

tivity and international activity of a firm is the main hypothesis of the first type of 

literature, whereas second type of literature discusses about the importance of sunk 

cost in determining the variation of firm-level export performances. 

Productivity and efficiency are two indigenous characteristics of a firm that is 

important in determining the competitiveness of the firm in national and interna- 

tional market. There are two alternate hypotheses. The first hypothesis is based on 

self-selection theory of a behavioral firm and the second hypothesis is based on 

the “learning-by-exporting” theory. The first hypothesis states that a more produc- 

tive and efficient firm chooses to enter the export markets. Exports involve various 

costs like transportation costs, cost of gathering information about foreign markets, 
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