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Executive Summary

Introduction

In October 2019, The Australian Trade and Investment Commission (Austrade) engaged the Centre for
Transformative Innovation, at Swinburne University of Technology in partnership with the Australian Bureau
of Statistics (ABS) to primarily evaluate the impact of the Export Market Development Grants (EMDG) scheme,
with a secondary goal of evaluating the impact of the EMDG scheme when combined with Austrade’s tailored

services.

The EMDG scheme is designed to assist small and medium enterprises (SMEs) develop their export market by

reimbursing up to 50 per cent of eligible export promotion expenses.

This evaluation links EMDG participants via their Australian Business Number (ABN) with the ABS Business
Longitudinal Analytical Data Environment (BLADE). BLADE includes objective data on business performance

from the Australian Tax Office (ATO) Business Activity Statement (BAS) and Business Income Tax (BIT) records.

The evaluation comprises 4,696 organisations receiving EMDGs and a further 657 organisations receiving both
EMDGs and tailored services from Austrade over the period beginning 1 July 2012 through 30 June 2017. This
sample was selected based on the availability of sufficient information on business performance
characteristics in BLADE database. These organisations represent the two treatment groups detailed in the

report.

For the evaluation, we employed a robust quasi-experimental method known as matched difference-in-
differences (DID) analysis. This method has been shown to be robust even when only observational data are
available and the observed program participation is subject to systematic selection on unobservable factors.
The method compares the change in export and employment performance before and after program
participation of the organisations receiving EMDGs to the change in the performance of matched/similar
firms. The treatment group is compared to organisations drawn from a pool of 5,509 organisations which
have received general information and advice on exporting from Austrade, but no other Austrade service. The
selected group is known as the control group. Their performance is assumed to be the counterfactual scenario
of firms that did not receive an EMDG grant but were export active. To be included in the study, firms in the
control group had to be actively trading in the 2011-12 financial year to provide sufficient financial information

to compare the before and after growth for the treatment groups.



Key Findings

Organisations receiving EMDGs experience positive and significant (statistically and in terms of magnitude)

improvements to their firm performance compared to control groups matched on turnover, export

participation, imports, employment and age. The estimates from our models are robust to how the control

groups are defined. The key findings are:

Key finding 1

Export sales are 157 to 164 per cent higher in the financial years subsequent to a qualifying EMDG
when compared to the counterfactual of not obtaining a qualifying expenditure. This equates to

$716,000 to $748,000 per annum per firm.

Organisations having qualifying EMDG expenditures in addition to obtaining tailored services had
export sales increase 190 to 217 per cent, equating to an additional $2,157,000 and $2,464,000 in

annual export sales per firm.

The above estimates translate into an additional $4.8 to $5.1 billion in annual exports in the absence

of the EMDG scheme.

Organisations receiving EMDGs experienced a long-run increase in employment of 8.6 to 11.2 per cent
and 16.1 to 20.1 per cent increase in employment for firms receiving both EMDGs and Tailored
Services. This equates to 2.5 to 3.2 jobs per business for the EMDG scheme and 12.6 to 15.8 jobs per

business for the EMDG scheme combined with tailored services.

Key finding 2

An EMDG is associated with a 5.4 to 7.5 percentage point increase in the probability that an
organisation remained economically active between the 2013 and 2017 financial years when

compared to the survival rates of the control group.

Organisations receiving an EMDG were found to be 9.0 to 11.6 percentage points more likely to be

exporting by the end of the 2016-17 due to their inclusion in the EMDG scheme.

Key finding 3

Firms in the resource and manufacturing sectors experienced the largest increase in exports. On
average, firms in the resource sector increased exports by 196 to 202 per cent after the year of their

overseas expenditures, whereas manufacturing firms experienced 218 to 224 per cent increase in



export sales. Service sector organisations saw export sales increases between 133 and 137 per cent

the years after qualifying EMDG expenditures.

Smaller firms benefited most from the EMDG scheme. Firms with turnover under $250,000 prior to
their first qualifying EMDG expenditure experienced 227 to 239 per cent increase in export sales,
whereas this growth fell as firms turnover increased. There is limited evidence that firms with turnover

exceeding $10 million benefitted from the EMDG scheme.



1. Introduction
1.1 Objective, scope and deliverables

The key objective of this evaluation study is to assess the impact of Australian Trade and Investment
Commission (Austrade)’s Export Market Development Grant (EMDG) scheme on firms’ export revenue,
employment, and survivability. The impact covers successful organisations which had eligible expenses during

the period from 1 July 2012 through 30 June 2017.

We, the Centre for Transformative Innovation (CTI) at Swinburne University of Technology in partnership with
the Australian Bureau of Statistics (ABS), developed a framework to assess the impact of EMDGs based on
detailed microdata obtained from linking EMDGs as well as the Austrade tailored and general services

participation database to the ABS’s Business Longitudinal Analytical Data Environment (BLADE).

In the report, we utilise difference-in-differences analysis with several control groups, with and without
matching on turnover, export participation, imports, employment, industry, state of headquarters, and age,
in order to assess the significance of any selection bias in the impact estimates. For example, we consider both

unmatched and matched firms receiving general services and no other service from Austrade as the control

group.

The study exploits linked business-level records between two Australian Trade and Investment Commission
databases to the Australian Bureau of Statistics (ABS) Business Longitudinal Analysis Data Environment
(BLADE). Austrade provided program participation data from both its Relationship Management System (RMS)
as well as its EMDG administrative database. The linked Austrade participation data and BLADE provide
objective information on sales, employment, exports and assets of both participants and non-participants
collected from business taxation records. The objective nature of the information is critical for obtaining
robust and unbiased estimates of the effects. The BLADE BAS and BIT data held by the ABS are brought into
the ABS under the Census and Statistics Act 1905 and are subject to the same confidentiality requirements as

directly collected ABS data.

The BLADE data used for the current study is based on a consolidated ABS business unit that takes into account

two different scenarios®:

1 within BLADE, a business unit is defined as a Type of Activity Unit (TAU). This is to be contrasted with the definition of
unit within the Austrade program which is based on the Australian Business Number (ABN). In theory, the consolidated
business unit more accurately measures business performance and hence provides a more accurate estimate of the

impact of the tailored services. Due to simultaneous combining and splitting of ABNs to Type of Activity Units as well as
non-matches, the number of firms obtaining tailored services represented in BLADE may not match the number of firms
found in the Austrade administrative database.



1. Multiple ABNs belonging to the same business activity.

2. Single ABNs that need to be apportioned over several business activity units for the underlying

Business Activity Statement and Business Income Tax measures that we used in the analysis.

The scope of the current report covers an impact evaluation for organisations receiving EMDGs and obtaining
tailored services from Austrade. The outcome variables in this report are export sales, export participation,
export intensity, employment, labour productivity, capital productivity, survival status, and export survival
period. Investigation on the possible causes of or channels that lead to the lack or presence or magnitude of

the impact is outside the scope of the study.

This evaluation is amongst the early attempts in Australia to evaluate the impact of a government programs
using large-scale administrative data. Access to previously unavailable unit record tax information within
BLADE within an interactive environment represents a unique opportunity to further refine and improve

existing government services.



2. Austrade Programs

2.1 Export Market Development Grants

Austrade provides the Export Market Development Grant (EMDG) scheme as an export incentive to SMEs to
begin or expand their export markets. The scheme allows organisations to be reimbursed as much as 50 per
cent of eligible expenses which are related to export promotion. To be eligible, qualifying expenses must be
at least $5,000 with organisations spending at minimum $15,000 in total expenses. The maximum value of

the grant after 2" tranche adjustments is $150,000.2
The general criteria to qualifying for a grant:

e Turnover not exceeding $50 million
e Own the good or service that is being promoted

e The good or service is produced in Australia or benefits Australia, or the export service (i.e. tourist
services) is delivered in Australia®, and

e Had received no more than eight EMDGs previously.

Expenses from eight categories of promotional activity are allowed:

e Qverseas representatives

e  Marketing consultants

e  Marketing visits

e Free samples

e Trade fairs, seminars and in-store promotions
e Promotional literature and advertising

e Qverseas buyers, and

e |P registration and related insurance.

2 Initial payments are capped under $150,000 in order to ensure a more even distribution of funding for firms. The capped
amount is announced at the beginning of each financial year. Any remaining funds after the first tranche is distributed are
distributed on a pro-rata basis.

3 Goods produced overseas can receive EMDG grant, so long that there is a benefit to Australia. Section 24B of the
EMDG Act applies to providing assistance to firms that manufacture goods that are “not made in Australia”. It recognises
that many Australian manufacturers increasingly have their final manufacturing and assembly stages carried out overseas,
while carrying out their design, research and development and other “knowledge’ activities in Australia.
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2.2 Austrade Tailored Services

In contrast to the EMDG scheme, the Austrade tailored services program is not a direct export incentive
program. It is an export facilitation program to help Australian organisations that either begin exporting or
expanding their export markets in new markets. This support can be as simple as business intelligence
research such as providing data on market trends. It can also involve more complex activity such as developing
overseas partnerships and facilitating offshore trade missions. Austrade provides these services at a uniform

fee of AS275 per hour.

Tailored services offered by Austrade are categorised into five general areas*:

e Market or country research which will help with specific exporting issues including gathering data on
market trends, identifying market barriers and regulations, assessing market potential or gathering

information and advice on the suitability of a product or service.

e Potential partner and customer identification which will help with identifying local contacts in
international markets to assist with importing, distributing and supporting Australian products or

services in the foreign market.

e Creating appointments during market visits with potential partners or customers that will maximise

the value of Australian firms when overseas.

e Following-upinitial introductions which Austrade uses to gather information from potential customers

or partners on their assessment of the Australian organisations product or service.

e Market promotions which allow organisations to travel overseas that can facilitate introductions to

new partners or customers.

2.3 Austrade General Services

Austrade also provides organisations with general export facilitation services such as market tips for
exporting and how to do business in the international market. These services can include general market
briefings, cultural tips on conducting overseas business, information on local practices and requirements,
referrals to specialist business services, strategic advice, and assistance for setting up a business in an

international market.

4 Compiled from https://www.austrade.gov.au/Australian/How-Austrade-can-help/trade-services
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2.4 Austrade Program Participants in 2012-13 - 2016-17

This evaluation utilises the Austrade’s administrative data for both EMDG grant recipients and tailored and
general service participants and the BLADE database. The Austrade databases provides participant-level
details of the participating organisations from 1 July 2012 through 30 June 2017. Specifically, the database

contains:

e Organisation names and ABNs

e Financial year of participation

e Program Type: EMDG Grant, Tailored Service or General Service

In addition, we have a database of all past participants in EMDG schemes from 1976. The database contains

the financial year of grant payment as well as the ACN or ABN of the entity receiving a grant.

Table 2.1 presents the number of unique recipients of the EMDG scheme as well as the number of unique
recipients which received both an EMDG as well as tailored services from Austrade during the study period.
The table is broken down first by the number of program participants by major sector. The second column is
the subset of firms used in the analysis as they had sufficient financial information to be used in the matching

regressions.®

Based on the administrative data from Austrade that was linked to BLADE, 7,682 unique organisations at the
ABN-level have had qualifying expenses that were reimbursed via EMDG scheme between 2012-13 and 2016-
17 financial years. For those firms, 5,355 were used in the analysis. The remaining were excluded due to

missing financial information in BLADE. This represents 69.7 per cent of firms in BLADE that received an EMDG.

Most organisations receiving EMDGs were in the service sector. During the period of study, 6,124
organisations (or 79.7 per cent) were from the service sector. The respective numbers for manufacturing and
resources were 1191 (15.5 per cent) and 237 (3.1 per cent) respectively. The remaining were unclassified in

ANZSIC. For firms with non-missing financials, the distribution is largely unchanged.

The administrative data shows that 732 firms or 9.5 per cent of firms received tailored services in addition to

an EMDG. Of those, 536 were in the service sectors, 44 in resource sectors, and 145 within manufacturing.

5 See Appendix 2 for information regarding the financial information used in the matching step.
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Table 2.1 Number of unique program participants between 2012-13 and 2016-17.

Treatment Control*
Austrade Participants All Firms Ayailal?le gif\:‘ii:;
Financial
EMDG Only 6,950 4,696
EMDG + Tailored Services 732 659
Total 7,682 5,355 3,336
...in Resources
EMDG Only 193 157
EMDG + Tailored Services 44 35
Total 237 192 460
...in Manufacturing
EMDG Only 1,046 781
EMDG + Tailored Services 145 134
Total 1,191 915 698
...in Services
EMDG Only 5,588 3,752
EMDG + Tailored Services 536 490
Total 6,124 4,242 2,174

Source: Computed based on Austrade administrative data merged by ABN to BLADE which had sufficient financial information to be

included in the analysis.

Notes: The number of organisations used in the final analysis may differ slightly as not all treatment firms had a matched control firm.
Of the firms receiving tailored services, only those which also had qualifying EMDG are included in this report. Available Financial are
the subset of firms in BLADE which have sufficient financial information within BAS and BIT to match to a potential firm in the control
group. Breakdown by sector does not equal the overall total as some firms remain unclassified by ANZSIC in BLADE. * matched on

turnover, export participation, imports, employment, industry, state of headquarters, and age.

To evaluate the impact of the EMDG scheme as well as the joint impact of tailored services and EMDGs, we
use a control group that is based on organisations that have received general services from Austrade, but no
other service. This includes both current and historical EMDGs as well as tailored services. Within the linked
dataset, 5,509 organisations have received general services, but no other services from Austrade. Within that

set, 3,336 are potentially available to be in the control group based on the availability of financial data.
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3. Evaluation method and data
3.1 Difference-in-differences analysis with matching

We implement a difference-in-differences (DID) analysis with a further refinement that the control group is
selected by matching the economic characteristics of participant and non-participants. The basic premise is to
compare the pre-service business performance of participants. We normalise this change in participants’
performance by comparing it to the change in performance of non-participants. In this manner, we compare
any participating firm’s performance to a simulated situation in which they had not participated (that s, if they

had not received an EMDG).

We separately explore two treatment groups:

e  Firms only with qualifying EMDG expenditures

e Firms with both qualifying EMDG expenditures and receiving a tailored service

In the first case, we consider firms to have been treated in the financial year that they had a qualifying EMDG
expenditure.® In the second case, we consider a firm to be treated in the first financial year in which they either

had a qualifying EMDG expenditure or received tailored services from Austrade.

As firms who use Austrade services are not randomly selected, it is not feasible to obtain an unbiased estimate
of the true change in firm performance by comparing the results to a random selection of firms not using
services. To reduce the possibility of any selection bias, a control group needs to be constructed using
observed characteristics of non-participating firms that is as closely matched to the characteristics of
participating firms as possible prior to accessing Austrade tailored services. We use two pools of firms as
potential control groups. The first group are firms who have received general services from Austrade but had
not subsequently engaged with Austrade for tailored services or received an EMDG in the period prior to the
2012-13 financial year. The second control group is based on the pool of all economically active firms in
Australia.” The first pool is our preferred comparison group as these firms accessing general services from
Austrade signal a potential willingness to export or expand their goods and services. This signal is otherwise
not fully captured in the pool of all economically active firms. Both pools are compared unmatched and

matched on turnover, export participation, imports, employment and age.

6 And not when they were reimbursed via the EMDG scheme.

7 Economically active firms are defined as firms which have sales turnover or a non-zero headcount in a given fiscal year.
This is similar to the ABS definition used in the Business Characteristics Survey which defines economically active firms
as those that have a registered ABN and an active tax role.
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We consider several measures of performance: Export Sales, Export Participation, Employment, Export

Intensity, Survival and Export Survival.

3.2 Data

To obtain unbiased estimates of the impacts of EMDGs, we need business performance data on organisations
receiving EMDGs as well as those seeking tailored and general services. This allows us to explore the outcomes
of organisations receiving Austrade support compared the control group. To construct the above measures,
we use business performance measures available from Business Activity Statement (BAS), Business Income
Tax (BIT) and Pay as You Go (PAYG) modules within the Australian Bureau of Statistics’ Business Longitudinal
Analytical Data Environment (BLADE). The BAS component contains annualised statements provided by
organisations with Australian Business Numbers (ABN) in Australia since 2001-02 to comply with their GST

obligations.

BLADE provides several indicators of business performance derived from BAS such as value of exports of goods
and services from Australia that are GST-free; and sales and turnover for more than 2 million active businesses
in Australia based on linked administrative databases such as the Australian Taxation Office (BIT and BAS), ABS
Business Characteristics Survey database and the IP Australia intellectual property rights protection data.
Sales and turnover information are particularly valuable for small firms that are heavily reliant on export

revenues.

For the evaluation, the identified GST-free export sales® from the Business Activities Statements (BAS) is the
most direct measure of export performance.® Exported goods are GST-free if they are exported from Australia
within 60 days of one of the following, whichever occurs first: the supplier receives payment for the goods and
services or the supplier issues an invoice for the goods and services. Other exports generally include supplies
of things other than goods or real property for consumption outside Australia, such as services, various rights,

recreational boats, financial supplies and other professional services.

The data also provides good coverage for a large class of service exports. Generally, a supply of a services is
GST-free if the recipient of the service is outside Australia and the use of the service is outside Australia.
Examples include any consultancy services, contract research or business services undertaken in Australia, but

paid for by an overseas company. Exceptions include health, tourism and education services consumed in

8 GST-free means the business does not include GST in the price of its product or service. The business can also claim
credits for the GST included in the price of purchases it used to make its GST-free sales.

9 The Business Income Tax (BIT) component of BLADE also includes net foreign income. However, the measurement
mixes both sales and investment income which makes it more difficult to disentangle how much the net foreign income
represents export performance. Due to this complication, we do not use net foreign income for this evaluation.

13



Australia.’® Although these services can be GST-free, they would be recorded in those in cases as “Other GST-

Free Sales” or if they charge GST, would not be included in the BAS database under export sales.
In summary, export sales on the BAS statement for services include:

e The free on-board value of exported goods that meet the GST-free export rules such as consulting

services
e Payments for the repairs of goods from overseas that are to be exported, and
e Payments for goods used in the repair of goods from overseas that are to be exported

Export Sales in the BAS statement does not include:

e Amounts for GST-free services (such as health and education) unless they relate to the repair,

renovation, modification or treatment of goods from overseas whose destination is outside Australia

e Amounts for freight and insurance for transport of the goods outside Australia, or other charges

imposed outside Australia in the free on-board value
e Amounts for international transport of goods or international transport of passengers.

The points above suggest that the measured export sales for the service sector can be underestimated relative
to measured goods export sales.!! However, the fact that the service export sales is underestimated does not
necessarily mean that the impact of EMDGs is underestimated. If the extent of underestimation remains
constant before and after receiving EMDGs or does not vary by participation in the services, the evaluation

will still produce unbiased estimates (especially when expressed as a relative change) of the program impact.

As discussed earlier, the BAS component of the BLADE dataset contains information from all tax records
provided by businesses with ABNs within Australia. However, firms and organisations can use one or multiple
ABNs to conduct business across multiple industries. To standardise their analysis, the ABS uses an “Economic
Units Model” that attempts to classify organisations across several “type of activity units” (TAUs).1? This model
is both complicated and confidential. Situations can arise where financial data from several ABNs are

aggregated into one TAU as well as cases where the economic activity in one ABN is split across several TAUs.

10 These sectors are still included in the current analysis, but with health and education services, we use an outcome
measure for sales that includes sales from other GST-free services.

11 Recently, merchandise export and import data provided by the Department of Home Affairs has been made available,
but they will underestimate exports of services.

12 A Type of Activity Unit attempts to be homogenous within a two-digit ANZSIC subdivision.
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This relationship is not publicly available to researchers outside of the ABS and can result in differences in the

number of organisations in summary statistics between the administrative data and BLADE.*3

We merge the Austrade administration data for both tailored and general service participation into BLADE’s
business records. When comparing the treated firms to the remaining set of Australian firms, we exclude
businesses with no sales revenues, business income, total expenses, or salary and wage expenses as well as
those missing values in any of the matching variables. We refer to this set of firms as those that are

economically active.

The match rate from the administration data for the EMDG was very high. Approximately 96.5% of the 7,875
unique ABNs identified in the Austrade EMDG program dataset, or 7,600 ABNs, were mapped onto 7,682 type
of activity units within BLADE.*

Table 3.1 presents the mean of the average pre-treatment characteristics of organisations in the program
database. For the EMDG recipients and organisations receiving tailored services, the pre-treatment
characteristics range from the first year they appear in BLADE until the financial year prior to their first entry
in the program database. For general services, the pre-treatment characteristics are averaged between 2001-
02 (or their first financial year in BLADE) and 2011-12. As seen in the summary statistics presented in the table,
EMDG Only recipients are typically smaller than those organisations receiving both an EMDG and tailored
services both in terms of export sales and employment. While around two-thirds of EMDG only organisations
had exports prior to the financial year of qualifying EMDG expenditures, over 85 per cent of organisations of

EMDG + Tailored Services organisations were exporting prior to their first service with Austrade.

13 A more detailed explanation of the Economic Units model can be found in Appendix 1 of the “Australian Bureau of
Statistics Business Register,

http://www.abs.gov.au/ausstats/abs@.nsf/dossbytitle/ AC79D33ED6045E88CA25706E0074E77A?0penDocument

14 The exact number is approximate as match rates were provided only for the combined EMDG, tailored service and
general service database.
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Table 3.1: Number of organisations and mean of average pre-treatment firm characteristics

EMDG Only EMDG + TS
Treated Control Treated Control
(Matched*) (Matched* General (Matched*) (Matched* General
Services) Services)

N 4,686 1,774 657 483
Export Sales 456,259 631,809 1,135,504 1,348,851
Export 0.6793 0.6268 0.8524 0.8467
Participation
Employment 28.5 35.5 78.4 77.5

Source: Computed based on merged Austrade administrative database and cleaned version of BAS database in the BLADE.

Note: *The matched sample is based on the one nearest neighbour match using the specification described in Section 3.2. The match
is based on turnover, export participation, imports, employment, industry, state of headquarters, and age. Further summary statistics

are available in the appendix.
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When comparing the treated organisations to their matched control group, we see that the respective
Matched General Services organisations had larger average export sales (5631,809) and employment (35.5),
but were slightly less likely to export (0.6268) when compared the EMDG Only treatment group (with
corresponding averages of $456,259, 28.5 and 0.6793). These differences are statistically significant, indicating
that the matching process using observable characteristics have not eliminated any pre-treatment differentials
between the treated and control group. However, it should be noted that the pre-treatment bias seems to
“favour” the control group in terms of export sales and employment. Furthermore, the lower half figures in
Table 3.1 show that the pre-treatment differences between the general service control group and the EMDG
+ Tailored Service treatment group are not statistically significant, indicating that the matching process
eliminated any pre-treatment differentials. More detail discussions on the results of the matching process can

be found in the Appendix 2.

Table 3.2 shows the breakdown of the average pre-treatment characteristics of the matched treated firms
over the subsamples used in the regression analysis to be presented in Section 5. The summarised pre-
treatment characteristics suggest that the manufacturing firms receiving an EMDG are typically more export
focussed than resource and service firms. Moreover, firms with an EMDG and further receiving tailored
services are larger than those firms receiving only an EMDG. The average of export sales, export participation
and employment over the distribution of pre-treatment turnover is as predicted. It is interesting to note
though that within each of these bands, firms receiving both an EMDG and tailored services are more export
focused. For example, only 48 per cent of firms in the smallest turnover band ($0 - $250,000) were exporting
prior to treatment, over 63 per cent of those receiving both an EMDG and tailored services were exporting.
For those firms that were exporting, the value of exports were also higher for the latter group. These results

remained consistent across the nine turnover bands.
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Table 3.2: Mean of average pre-treatment firm characteristics by subsample Participation

EMDG-Only Recipients

EMDG + TS Recipients

Subsample N Export Sales Export Employment | N Export Sales Export Employment
Participation Participation

Overall 4,686 456,259 0.6793 28.5 657 1,135,504 0.8524 78.4
Resources 154 570,079 0.6558 24.9 34 1,398,616 0.8824 42.4
Manufacturing 781 659,259 0.8156 27.0 134 882,572 0.9254 44.0
Services 3,731 410,120 0.6510 29.0 488 995,388 0.8299 88.9
S0 - $250k 1,035 22,303 0.4783 4.0 65 47,317 0.6308 4.5
$250k - $500k 621 66,749 0.6538 6.0 47 107,413 0.8085 5.7
$500k - $750k 409 113,213 0.6968 8.9 54 129,833 0.8889 9.8
$750k - S1m 300 157,079 0.7200 10.8 34 231,810 0.8529 10.1
S1m -$2.5m 931 260,502 0.7186 17.2 133 418,072 0.8797 18.1
$2.5m - $5m 536 568,217 0.7612 31.2 109 650,648 0.8532 38.9
S5m - $10m 370 1,051,278 0.8405 49.7 96 1,244,604 0.8854 57.6
$10m - $20m 207 2,403,932 0.8357 88.0 43 2,087,662 0.9302 109.6
$20m - $50m 73 4,072,961 0.8493 136.3 25 6,376,039 0.9200 115.0

Source: Computed based on merged Austrade administrative database and cleaned version of BAS database in the BLADE.

Notes: The matched sample is based on the one nearest neighbour match using the specification described in Section 3.2. Turnover bands are based on average pre-treatment real turnover in

2002 dollars.
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4, Literature Review

The theoretical and international business literature has argued that firms may face significant barriers to
begin trading abroad and thus need to have appropriate foreign market entry strategy. Johanson and Vahlne
(1972) suggest that firms tend to gradually increase their international involvement through several steps.
They may begin exporting through an agent, then developing a subsidiary, before ultimately building
production in the foreign country. Johanson and Vahlne (2009) follow up with a note that intensification in
internationalization can be developed or hindered by the networks available within firms. International trade
is initiated less by an open market trade of goods and services, but rather through a network of contacts and
information that has been accumulated through experience. As noted by Rangan (2000), search and
deliberation are costs that are challenging in international trade due to the presence of physical or cultural
borders which increase the transaction costs when compared to trading within a country. Rauch (1996) further
observes that the first firm within an industry to begin exporting to a foreign buyer has the risk of free-riding
by other firms within the industry. This can create disincentives to be the first business to enter the foreign

market.

Government trade promotion activities such as Austrade have attempted to lower these search and
deliberation costs to export through two main methods. The first method is a process to introduce a firm to
the agencies or national embassies international network of firms and contacts either through direct meetings
or trade fairs. They can provide services that assist firms in understanding the complexities of international
trade. These processes may be more direct such as providing firms market research, introducing firms to
customers through a direct network or participation in international trade fairs. The second method is less
direct through the subsidy of costs borne by the firm to engage in the search for international customers.
Austrade engages in both areas, the more direct methods typically falling within the tailored services, while

the EMDG scheme is an indirect subsidy to the search costs of international trade.

Export promotion programs are common across many countries as a mode in which to provide support
services to firms looking to begin exporting. Volpe Martincus and Carballo (2008) is one of the earlier papers
using a firm-level difference-in-differences method to evaluate government export promotion programs. They
evaluated PROMPEX, a program in Peru aimed at directly assisting firms with market information and current
opportunities to contact foreign suppliers or buyers. They find evidence to support that export promotions
are an effective strategy in increasing the extensive margin of exports (i.e. number of destinations and/or
products), yet found limited evidence that these programs were effective in increasing the value of exports

per product or per country destination.

Volpe Martincus and Carballo (2010) followed their previous study by evaluating the services provided by

PROCHILE, the trade promotion agency in Chile. Although they again employed a difference-in-differences
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approach, they explored the impact across the quantile distribution of the outcome. The results suggest that
PROCHILE was most effective in assisting firms which had lower starting levels of exports. Unlike the results
for Peru, they found that the intensive margins for firms were also improved, but that this assistance again

helped firms that were not exporting intensively compared to other firms.

Whereas a number of recent papers such as Volpe Martincus, Carballo and Garcia (2012), Durmusoglu,
Apfelthaler, Nayir, Alvarez, and Mughan (2012); Miocevic (2013), Cadot, Fernandes, Gourdon and Mattoo
(2015) have explored the impact of export promotion programs in developing and transition economies at the

firm-level, the literature until recently for developed economies is scarce.

The major exceptions are recent papers by Brooks and Van Biesebroeck (2017) as well as Munch and Schaur
(2018) which measures the impact of trade promotion activities in Belgium and Denmark, respectively. These
papers are also useful as a benchmark as both closely match the design of this EMDG report due to their access
to population firm characteristics and their use of a benchmark control group based on firms which have
shown a degree of interest in exporting but had not sought formal assistance in market research or trade

support.

Brooks and Van Biesebroeck (2017) use data from the Flanders Investment & Trade (FIT), an agency tasked to
help firms with their first sale abroad. They compare firms which had received some level of support either
through a direct action or subsidy from FIT and compared those firms against firms selected from a pool which
had received only minimal support, receiving an answer to a question that the firm submitted to FIT. Their
outcomes focused on market entrance. Their primary results suggest that support from the FIT was associated
with an 8 percentage point increase in a firm’s probability to export outside of the European Union. These
results note that subsidies rather than “actions” performed by FIT were more beneficial. Further, they noted
that a subsidy of one euro was associated with an additional average of 16 to 29 euros in export revenue over

the following two years.

Similar to the previous work, Munch and Schaur (2018) merges the export-promotion services provided by the
Trade Council of Denmark with financial data provided by the Statistics Denmark. The program assistance fell
largely under trade promotion activities which were offered as a service to Danish firms. They do not have a
baseline group of firms for controls but employ a robust set of controls from a matched employee-employer
dataset. One unique aspect however, is that the Trade Council proactively contacted firms to assist with trade
promotion activities. They found that two years after receiving trade support, firms were 6 percentage points
more likely to export, experienced 6 per cent increase in exports, but saw no change in employment levels as
a result of the trade promotion activities. Overall, they suggest that particularly for small firms, the gain in

value added for firms is nearly three times higher than the direct costs of the trade promotion programs.
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5. Results
5.1 Primary Results

For both sets of treatment groups, EMDG Only and EMDG + Tailored Services (EMDG + TS), we used three
difference-in-differences models which varied the control group to estimate the impact of the Austrade
programs. The EMDG Only treatment contains only the firms that had qualifying EMDG expenditures no
earlier than the 2012-13 financial year and excludes those receiving any other treatment from Austrade, while
the EMDG + TS treatment contains only those firms that received both an EMDG and tailored services from

Austrade.

All control groups were based on organisations which received general services, but have not received any
other service or grant from Austrade. In the first model, we did not perform any matching, thus all firms
receiving general services and no other Austrade service were used as the control group. We further created
a matched control group from the pool of organisations based on nearest-neighbour propensity score
matching. Organisations in the control group are allowed to be matched to multiple treated organisations. To
assess the sensitivity of our results, we matched both on the nearest neighbour and five nearest neighbours
respectively based on firm turnover, export participation, imports, employment, industry, state of
headquarters, and age. In general, the difference in means are statistically closer in the one nearest neighbour

matching, thus they are our preferred results.15

Table 5.1 summarises the estimated cumulative impacts for each of outcome measures and the models. In
this table, we define the treatment for the EMDG Only firms beginning on the first and every subsequent
financial year after an organisation had a qualifying expenditure within the EMDG scheme. For the EMDG +
TS treatment, we define a firm as treated beginning on the first financial year in which they either had a
qualifying EMDG expenditure or received a tailored service from Austrade. In both cases, we refer to these

results as the Cumulative Impact defined as the change in the outcome variable comparing the first and

subsequent fiscal years that a firm had qualifying EMDG expenditures to the fiscal years prior to their EMDG
qualifying expenditures. Thus the cumulative impact estimates are not annual increases, but rather the per
cent increase of the average annual value of export sales (or other outcome) after the EMDG expenditures
when compared to the average annual export sales prior to the EMDG expenditures. The cumulative impact
can thus be visualised as a step increase. Furthermore, since we are including a control group which did not
receive an EMDG or tailored service, these results are above any growth that the treated firms would have in

the absence of these programs.'®

15 The t-tests for pre-treatment means are shown in Table A2.2.
16 The growth rate for the control and treated group is captured within the year fixed effects included in the second step of
the analysis after matching and is not provided in this report.

21



Table 5.1: Estimated cumulative impact of EMDGs 2012-13 to 2016-17 on firm performance

EMDG Only EMDG + TS
Average Lower Upper | Average Lower  Upper

Export Sales (%)

No Matching 163.6* 155.3 172.0 189.7* 171.7 207.7

INN Matching 156.8* 146.0 167.6 190.0* 163.2 216.8

5NN Matching 157.2* 147.6 166.9 217.3% 1954 239.1
Export Participation (% Points)

No Matching 18.8* 17.2 20.3 24.3% 20.4 28.2

1NN Matching 18.1* 16.2 19.9 26.6* 22.1 31.2

5NN Matching 18.7* 17.0 20.5 31.4%* 27.2 35.5
Export Intensity (Share Sales)

No Matching 14.3 -38.1 66.7 -4.2 -152.9 144.6

1NN Matching 45.3 -26.1 116.7 -178.9 -344.8 -13.1

5NN Matching 139 -50.5 78.3 -10.5 -245.0 224.0
Employment (%)

No Matching 10.7* 9.2 12.3 19.3% 16.1 22.5

1NN Matching 8.6* 6.9 104 16.1%* 12.2 20.1

5NN Matching 11.2%* 9.6 12.8 20.1* 16.8 23.3
Labour Productivity (%)

No Matching 1.8 -1.2 4.9 4.1 -2.2 10.3

1NN Matching 2.3 -1.2 5.8 2.6 -5.1 10.3

5NN Matching 2.1 -1.1 5.2 3.9 -2.5 10.2
Capital Productivity (%)

No Matching 9.9* 3.8 15.9 2.7 -10.9 16.3

1NN Matching 10.3* 3.3 17.3 25.9* 8.7 43.1

5NN Matching 11.2* 4.7 17.7 5.5 -8.8 19.8
Survival Probability (% points)

No Matching 7.5* 6.5 8.5 20.7* 15.5 25.9

1NN Matching 5.4* 4.3 6.5 6.7* 3.9 9.6

5NN Matching 6.1* 5.1 7.2 11.1% 7.4 14.7
Export Survival (% points)

No Matching 9.0* 8.4 9.6 12.6* 11.8 13.4

1NN Matching 11.6* 10.8 12.3 12.3% 11.0 13.5

5NN Matching 10.5%* 9.9 11.1 12.4%* 11.6 13.3

Notes: Estimates that are bold and have * are statistically different than zero at the 5 per cent level of significance or lower. Estimates are
based on difference-in-differences analysis of participating firms compared to organisations receiving general services, but no other Austrade
service. “No Matching” uses all firms seeking general services, excluding those also receiving any other Austrade service. “INN Matching”
uses one nearest neighbour propensity score matched general service firms as a control for each firm receiving an EMDG, while “5NN
Matching” uses five nearest neighbour propensity score matched firms. A firm in the control group can be matched to multiple treatment
firms. Lower and upper bounds (Lower 95%-Cl and Upper 95%-Cl) are estimated 95% confidence intervals. Treatment for an EMDG is a
cumulative effect where the binary variable is equal to one beginning in the first fiscal year that the firm had an eligible EMDG expense and
zero otherwise. Treatment for an EMDG + TS is a cumulative effect where the binary variable is equal to one beginning in the first fiscal year
in which a firm either had an eligible EMDG expense or had a tailored service and zero otherwise. The match is based on turnover, export
participation, imports, employment, industry, state of headquarters, and age.
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Table 5.1 shows that when compared to the general services control group, Austrade EMDGs provide a
significant boost to export sales. The three models suggest the average increase ranges between 157 and 164
per cent of pre-treatment export sales. Each of these estimates are statistically significant. However, our
preferred model is more conservative with the 95 per cent confidence interval ranging between 146 and 168
per cent. To put this amount in perspective for the INN model and based on the average pre-treatment export
sales of $456,259, the EMDG scheme is estimated to increase export sales an additional $715,414 higher per

firm per year on average than in the absence of the EMDG scheme.

The estimated impact of the 1NN matching for the joint EMDG + TS model is slightly higher with an estimated
impact for the 95 per cent confidence interval of the preferred model (1NN) ranging between 163 and 217 per
cent per year. The average estimated impact across the three specifications are close, ranging between 190
and 217 per cent. However, the average pre-treatment export sales at $1,135,504 are higher for firms
receiving both an EMDG and tailored services and thus this would translate for the 1NN model at an additional
$2,157,457 export sales on average per year per firm. However, as the confidence interval for the impacts
between EMDG Only and EMDG and tailored services overlap, we cannot reject the hypothesis that the
impacts are the same. Thus we should be cautious when interpreting the difference between the average

effects as evidence for additionality between EMDGs and Tailored Services.

The next outcome of interest is export participation. This measures the probability that a firm will enter the
export market. Export participation is defined as any firm which has positive exports in the BAS statements.?’
The estimates between the three models for the EMDG only results vary slightly and suggest that the EMDG
scheme increased export participation on average between 18.1 and 18.8 percentage points with the 95 per
cent confidence interval ranging between 16.2 and 20.5 percentage points. The summary statistics in Table
A2.2 suggest that nearly 68 per cent of firms had exported in the financial years prior to their EMDG

application, the scheme appears to induce nearly the rest of the firms to export.

Although it is beneficial for firms to export, this benefit for the Australian economy may be muted if the EMDG
scheme induces firms to substitute domestic sales for exports.'® To measure the extent in which firms as
substituting, we look at a measure of export intensity, exports as a share of turnover. The average estimates

for all three models in the EMDG Only treatment are positive, but we can see from the 95 per cent confidence

17 As a robustness check, we restricted the definition for any firm which had export sales in excess of $5,000 to be
considered an exporter. The results were robust to the definition of exporter.

8 Following the work of Melitz (2003), there is an extensive literature which evaluates how export activity may have
positive impacts arising from resource reallocation in the domestic economy including the benefits from learning in the
export market. Therefore, a substitution from domestic sales to export may not be necessarily bad for the domestic
economy. A deeper analysis of this issue and the broader effect of export promotion programs such as Austrade’s EMDG
on the future would be fruitful.

23



interval that these results are not statistically significant. Similarly, while the average estimates for the EMDG
+ TS treatment are negative, we again do not see statistically significant results. This suggests that the export

sales are true growth for firms and not merely a substitution of their customers.

Employment is also an important policy outcome, so we explored the relationship between the EMDG scheme
and the headcount of firms.® The average estimated impact of the EMDG scheme on employment ranged
between an 8.6 per cent increase for the 1NN model and 11.2 per cent increase for the 5NN model. The 95
per cent confidence intervals ranged between 6.9 and 12.8 per cent. The typical firm in the scheme employed
28.5 people prior to treatment, so it is estimated that the scheme increased employment between 1.9 and 3.6
people per firm. The estimated impact of treatment for the EMDG + TS treatment was higher with the average
impact ranging between 16.1 and 20.1 per cent for the 1NN and 5NN models respectively. Asthe average pre-
treatment firm size for the EMDG + TS cohort was 78.4 people, this translates into an additional 12.6 to 15.8

employees per firm after treatment.

Similar to export intensity, we further looked at outcomes of labour and capital productivity to measure how
the structure of a firm changed with an EMDG. ?° The estimates for the average impact of EMDG on labour
productivity was positive, but not statistically significant at the 95 per cent confidence level for both the EMDG
Only and EMDG + TS treatments. This is consistent with the increased employment results, suggesting that
the value added in a firm per employee did not increase as a firm increased their staffing levels to handle the
increased exports. In contrast, the estimates for capital productivity increased and were statistically significant
estimates in the EMDG Only models as well as our preferred 1NN model for the EMDG + TS treatment. This
suggests firms which chose to engage in export-related activities had been not fully utilising their capital stock

in the domestic and pre-existing export markets.

Survival models are a further method to explore the impact of the EMDG scheme on firm performance. We
consider two definitions of survival. The first is whether EMDGs assisted firms’ likelihood to continue to
actively trade.?! To estimate this, we use a probit model with the outcome whether the firm was still actively
in 2017 with an independent variable defined as whether a firm had received one of the two treatments
between 2012-13 and 2016-17. The results suggest that in the INN matching, having qualified EMDG
expenditures increased the probability that a firm survived by 5.4 percentage points, with the 95 per cent
confidence interval ranging from 4.3 to 6.5 percentage points. With 4,686 treated firms, this suggests that

around 253 firms continued to trade in 2016-17 that would not have in the absence of the EMDG scheme. The

19 Estimates for FTE were similar to the estimated impact on headcount.

20 Labour productivity is measured as the firm'’s value added per employee. Capital productivity is measured as the firm’s
value added per capital asset.

21 we define actively trading if a firm has non-missing turnover or employment data in BLADE in the current or future fiscal
years.
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combined EMDG + TS treatment was also found to have a statistically significant impact on the probability of
survival. The average estimates for the INN model are an increase of 6.7 percentage points with a 95 per cent
confidence interval ranging from 3.9 to 9.6 percentage points. With 657 firms in the latter treatment group,

this suggests that another 44 firms were still actively trading in 2016-17 that would not have otherwise.

The second set of survival estimates focuses on the survival of firms’ exporter status. Conceptually this can be
more complicated than firm survival as a firm in either the control or treatment group may be exporters or
may enter the export market in any given time period. To control for these issues, we run a parametric survival
model using the Weibull distribution as a baseline to predict the relative hazard of exiting the export market.
From these estimates, we create an estimate of the impact that EMDGs have on the change in the probability
of a firm leaving the export market. Thus our estimates suggest that the EMDG scheme lowers the probability
of a firm leaving the export market by 11.6 percentage points in the 1NN model for the EMDG only treatment.
The 95 per cent confidence interval for the model ranges from 10.8 to 12.3 percentage points. The estimates
for the EMDG + TS are similar with the average impact for the 1NN model being 12.3 percentage points and a
95 per cent confidence interval ranging from 11.0 to 13.5 percentage points. As earlier, this suggests that the
EMDG scheme assisted 544 firms receiving EMDGs and another 80 firms receiving both EMDGs plus tailored
services to continue to export during the period of study. Given the short period of the study, it would be
inappropriate to estimate the length of the period in which we would expect the typical firm to continue to be

an exporter.

5.2 Results by ANZSIC Sector: Resources, Manufacturing, and Services

In addition to estimating the overall impact, we have explored the impact of EMDGs vary across three broad
economic sectors: Resources, Manufacturing and Services. Organisations in Resources are any firms which
has an ANZSIC one-digit classification, “A” or “B”, organisations in Manufacturing are any firms with a
classification in “C”, while Services are any organisation in the remaining ANZSIC divisions. The interpretation
of these results in Tables 5.2 through 5.4 are the same contain the same control groups as found in Table 5.1.
It should be noted that in the matching models, the matches for the control group are constrained to be within
the same broad economic sector as the treatment firm. This varies slightly in the overall model as that

restriction does not apply.

The average impact of the results for services appear to underperform relative to manufacturing and
resources. Nonetheless, all broad sectors have had positive firm performance due to their participation in the
EMDG scheme. It should be noted however that in the case of capital productivity, we found statistically
significant effects only within the manufacturing sector. This could be suggestive that while manufacturing

firms may have idle capital stock available for exporting, this was not true for resource and service firms.
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When comparing the differences between the broad sectors, it is again important to be cautious when
comparing the magnitudes between the average impacts of the various outcomes. In cases where the 95 per
cent confidence intervals overlap across sectors or across treatments, from a statistical point of view, we
cannot reject the hypothesis that the estimated impacts are equal. As also indicated in the tables the missing
estimates for the survival probability for Resource firms in the EMDG + TS treatment is due to no failures in

the treatment group and is noted by “N/A” in the tables.
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Table 5.2: Estimated cumulative impact of EMDGs 2012-13 to 2016-17 on firm performance in

Resources

EMDG Only EMDG + TS
Average Lower  Upper Average Lower  Upper

Export Sales (%)

No Matching 196.4* 159.1 233.7 312.7%* 240.8 384.6

INN Matching 201.7%* 150.8 252.6 277.0%* 152.6 401.4

5NN Matching 195.5* 152.1 238.9 326.9%* 226.9 426.9
Export Participation (% Points)

No Matching 22.2% 14.9 29.4 27.4%* 13.9 41.0

1NN Matching 19.9* 11.1 28.7 25.8% 8.5 43.2

5NN Matching 25.3% 16.9 33.7 32.3% 17.0 47.7
Export Intensity (Share Sales)

No Matching 90.2* 17.1 163.2 10.6 -29.4 50.5

1NN Matching 74.8 -72.7 222.3 18.2% 10.5 25.9

5NN Matching 95.8 -3.4 195.0 15.9% 10.3 21.4
Employment (%)

No Matching 0.0 -8.0 8.0 13.8 -1.1 28.6

1NN Matching 11.9% 3.2 20.5 6.6 -14.0 27.2

5NN Matching 4.8 -3.1 12.6 12.0 -4.7 28.6
Labour Productivity (%)

No Matching -10.5 -25.4 4.5 6.0 -18.3 30.2

1NN Matching -13.8 -31.8 4.3 12.4 -19.8 44.6

5NN Matching 9.1 -24.0 5.8 14.1 -10.6 38.8
Capital Productivity (%)

No Matching 13.7 -16.1 43.5 -43.5 -95.3 8.2

1NN Matching 16.7 -20.7 54.0 -5.2 -77.1 66.6

5NN Matching 18.9 -13.2 51.0 -26.3 -84.1 31.6
Survival Probability (% points)

No Matching 8.1*% 2.5 13.6 N/A

1NN Matching 6.0* 0.3 11.8 N/A

5NN Matching 7.2% 1.3 13.2 N/A
Export Survival (% points)

No Matching 12.0* 9.6 14.3 12.4* 8.2 16.6

1NN Matching 9.7* 6.1 134 6.5 -1.8 14.8

5NN Matching 13.7* 10.9 16.4 9.7* 4.8 14.6

Notes: Estimates that are bold and have * are statistically different than zero at the 5 per cent level of significance or lower. Estimates are
based on difference-in-differences analysis of participating firms compared to organisations receiving general services, but no other Austrade
service. “No Matching” uses all firms seeking general services, excluding those also receiving any other Austrade service. “INN Matching”
uses one nearest neighbour propensity score matched general service firms as a control for each firm receiving an EMDG, while “5NN
Matching” uses five nearest neighbour propensity score matched firms. A firm in the control group can be matched to multiple treatment
firms. Lower and upper bounds (Lower 95%-Cl and Upper 95%-Cl) are estimated 95% confidence intervals. Treatment for an EMDG is a
cumulative effect where the binary variable is equal to one beginning in the first fiscal year that the firm had an eligible EMDG expense and
zero otherwise. Treatment for an EMDG + TS is a cumulative effect where the binary variable is equal to one beginning in the first fiscal year
in which a firm either had an eligible EMDG expense or had a tailored service and zero otherwise. Firms are classified as resources if they are
classified as “A” or “B” in the ANZSIC (2006) classifications. “N/A” indicates the model was not able to be estimated due to the lack of firm

failures in the treatment group for the subcategory being estimated.
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Table 5.3: Estimated cumulative impact of EMDGs 2012-13 to 2016-17 on firm performance in

Manufacturing

EMDG Only EMDG + TS
Average Lower  Upper Average Lower  Upper

Export Sales (%)

No Matching 226.2%* 205.6 246.8 258.3*% 217.2 299.4

INN Matching 218.1%* 192.3 243.8 276.9* 222.8 330.9

5NN Matching 224.0%* 201.0 247.0 276.8* 229.6 324.0
Export Participation (% Points)

No Matching 30.1%* 25.9 34.3 64.7* 49.8 79.5

1NN Matching 29.0%* 24.2 33.9 59.7* 43.5 75.9

5NN Matching 30.9* 26.3 35.5 69.6* 54.9 84.3
Export Intensity (Share Sales)

No Matching -13.8 -46.9 194 11.9 -17.2 41.0

1NN Matching -18.8 -64.2 26.5 13.9 -6.4 34.2

5NN Matching -14.9 -53.8 24.0 18.3 -24.2 60.9
Employment (%)

No Matching 11.7* 8.4 15.0 19.9% 13.5 26.2

1NN Matching 9.6* 5.9 13.2 22.7* 15.0 30.5

5NN Matching 10.6* 7.2 14.0 23.8* 17.3 30.3
Labour Productivity (%)

No Matching 5.3 -0.1 10.8 2.9 -6.9 12.8

1NN Matching 5.9 -0.2 12.1 -5.6 -18.0 6.8

5NN Matching 6.4* 0.8 12.0 3.0 -7.2 13.2
Capital Productivity (%)

No Matching 14.7* 0.3 29.0 20.0 -9.7 49.7

1NN Matching 22.9* 6.6 39.1 14.6 -21.2 50.5

5NN Matching 16.9* 1.8 31.9 18.9 -11.9 49.7
Survival Probability (% points)

No Matching 6.2* 3.9 8.5 13.8* 5.0 22.6

1NN Matching 6.4* 3.7 9.1 4.1 -1.0 9.3

5NN Matching 7.4* 4.7 10.2 11.2% 34 19.0
Export Survival (% points)

No Matching 10.3* 9.2 11.4 25.5% 24.5 26.5

1NN Matching 11.5% 10.2 12.8 29.3% 27.0 31.7

5NN Matching 11.0* 9.9 12.0 24.8%* 23.6 26.0

Notes: Estimates that are bold and have * are statistically different than zero at the 5 per cent level of significance or lower. Estimates are
based on difference-in-differences analysis of participating firms compared to organisations receiving general services, but no other Austrade
service. “No Matching” uses all firms seeking general services, excluding those also receiving any other Austrade service. “INN Matching”
uses one nearest neighbour propensity score matched general service firms as a control for each firm receiving an EMDG, while “5NN
Matching” uses five nearest neighbour propensity score matched firms. A firm in the control group can be matched to multiple treatment
firms. Lower and upper bounds (Lower 95%-Cl and Upper 95%-Cl) are estimated 95% confidence intervals. Treatment for an EMDG is a
cumulative effect where the binary variable is equal to one beginning in the first fiscal year that the firm had an eligible EMDG expense and
zero otherwise. Treatment for an EMDG + TS is a cumulative effect where the binary variable is equal to one beginning in the first fiscal year
in which a firm either had an eligible EMDG expense or had a tailored service and zero otherwise. Firms are classified as manuf