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Abstract

We analyse the impact of private equity buyouts on firm exports, on a panel of
UK non-financial firms over 2004-2017. Using difference-in-differences estimations, we
show that private equity ownership increases the probability of exporting, the value
of exports, and the export to sales ratio. We further show that the positive impact
of private equity ownership on exports holds only after private-to-private buyouts,
or acquisitions of small or young target firms. Our findings suggest that private eq-
uity investors mitigate the credit constraints faced by their portfolio companies, hence

boosting their exports.
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1 Introduction

Private equity (PE) buyouts have a significant impact on their targets’ activities. The liter-
ature shows, for example, that PE firms help targets enhance their operating performance,
both in the U.S. (Kaplan, 1989; Guo et al., 2011; Acharya et al., 2012; Fracassi et al., 2018;
Cohn et al., 2020) and in Europe (Boucly et al., 2011; Chung, 2011; Biesinger et al., 2020).
PE firms also help targets increase their productivity (Harris et al., 2005), investment in
innovation (Lerner et al., 2011), and employment (Davis et al., 2014; Lerner et al., 2019).
Nevertheless, PE investments also pose certain risks to operating performance, as they en-
gage in financial engineering and typically increase the leverage of their targets with negative
implications for performance, wages, and employment (Batt and Appelbaum, 2014, 2020)."

As far as we are aware, the literature is silent regarding how important changes of firms’
organizational structure affect their international expansion and exporting activities. Ac-
cordingly, we examine whether PE investment encourages companies to expand into interna-
tional markets, and we study their ensuing behaviour in export markets. Firms’ exporting
merits special attention, as it provides varied and diverse benefits relative to non export-
ing firms. Specifically, it improves firms’ financial health (Greenaway et al., 2007) and
their probability of survival (Bernard and Jensen, 1999a). Exporting is also associated with
more efficient resource reallocation, which can increase industry productivity (Bernard and
Jensen, 1999b). Moreover, evidence around employee-level benefits are that exporting firms
pay higher wages than non-exporting firms do (Bernard et al., 1995; Schank et al., 2007).
Finally, exporting can help to stimulate aggregate employment. Within the UK, a very re-
cent report from the UK government estimates that UK export production supports around

6.5 million jobs, or 23% of total UK full-time equivalent jobs (Black et al., 2021). The report

!There is an ongoing debate in the U.S. related to the “Stop Wall Street Looting” act, which was unveiled
by Elizabeth Warren, a U.S. senator, in response to a number of high-profile buyouts that ended in failure
and left employees and pensioners in a perilous state. https://www.congress.gov/116/bills/s2155/
BILLS-116s2155is.pdf. The reform aims to hold private equity investors accountable for the debt burdens
of their portfolio companies and would ultimately force investors to reconsider how they structure buyout
transactions.


https://www.congress.gov/116/bills/s2155/BILLS-116s2155is.pdf
https://www.congress.gov/116/bills/s2155/BILLS-116s2155is.pdf

likewise shows that the number of jobs supported by exports has increased considerably over
time.

With respect to exporting, PE targets receive strategic advice, financial support, and
industry specialisation. PE investors with international presence and operational knowledge
of the overseas markets may offer a comparative advantage to their portfolio firms relative to
non-PE-backed firms. Therefore, portfolio firms are more likely to expand their operations
abroad, improve their exporting status and overcome the sunk cost of entering a foreign
market. Our study provides novel evidence of how PE buyouts affect exporting among
portfolio companies at the intensive and extensive margin. Specifically, we document the
channel through which PE investors unlock firms’ exporting potential, paying attention to
relaxing financing constraints.

Our empirical work is based on a difference-in-differences analysis to estimate how PE
investment affects firms’ exporting status. On this basis, we define two groups of firms:
treated firms with PE-backed investment, and a matched sample of non-PE-backed control
firms. We match the latter group to our sample of buyout targets across four key areas:
two-digit SIC industry, size, profitability, and leverage in the pre buyout year. In doing so,
we construct a comprehensive panel data set of sponsored and non sponsored firms that
are similar in nature prior to the acquisition of our treated sample of PE-backed firms.
In the empirical analysis that follows, a probit model examines the probability of exporting
among firms with and without private equity backing. We then use a difference-in-differences
model to investigate how PE buyouts affect the value and intensity of firms’ exports. In
extensions of this, we exploit firm-level and deal-level heterogeneity to investigate whether
particular segments of firms and deals perform better following PE investment. In doing so,
we identify a novel channel of financing constraints: relative to the control group, treated
firms display better export performance after the buyout when they are less likely to be
financially constrained.

To conduct the analysis, we merge data from Standard and Poor’s (S&P) Capital 1Q



and Bureau van Dijk’s FAME database. This way we link PE transaction data with firm-
level accounting data for over 1,400 buyout targets in the UK from 2004 to 2017. The
UK is an ideal setting for the empirical analysis for three main reasons. First, it is the
largest and most active private equity market in Europe; in recent years it had the highest
average annual deal value, and aggregate annual deal value relative to GDP (Bernstein
et al., 2019).? Consistent with this, commercial data provider Pitchbook reports in its 2019
Annual European Private Equity Breakdown that the UK and Ireland account for 29% of
European private equity deal value over the last 10 years, which is more than any other
region in Europe. Similarly, it accounts for over 50% of funds raised in Europe over the
same period. Second, the law requires all limited companies in the UK to provide certain
accounting information to the public UK register. The depth and detail of this information
varies according to firm size; however, as most firms in our sample are mid-market companies,
there is excellent coverage of balance sheet and income statement information in our sample.
Accordingly, we have access to accounting statements for a rich dataset of firms, over 98%
of which are private. Private companies in our sample are generally the smallest, youngest,
and most bank-dependent firms. This is vitally important because these firms are more
likely to suffer from information asymmetry problems, and hence their exporting is likely
to respond more strongly to private equity investment. Finally, the UK is the sixth-largest
trader in the world and the third-largest exporter of services. The British government’s
Department for International Trade has a strong focus on export-promotion strategies to
increase the number of firms exporting in international markets. From an economic policy
point of view, understanding firms’ exporting is important, as export intensity, survival, and
firm growth are important aspects of industry dynamics, forming the competitive landscape
in an economy.

We document three main results. First, we find that PE-backed firms have a higher

probability of exporting, relative to control firms. That is, PE ownership appears to improve

2Bernstein et al. (2019) also note that international comparisons of country-level private equity activity
are difficult due to lack of harmonized data and definitions.



firms’ exporting at the extensive margin. Second, PE-backed firms have a higher exporting
intensity as measured by share of export sales to total sales. Both findings are robust to con-
trolling for various firm-level attributes and a range of fixed effects, implying that differences
in exporting behavior are due to changes in organizational structure as opposed to other
firm-level or macroeconomic factors. In addition, the results are economically significant. In
particular, we find that the probability of exporting after a PE buyout increases by 4-5%; the
value of exports among PE-backed companies rises by around 30% post-buyout relative to
non sponsored firms; and the share of export sales to total sales increases by between 2%-3%.
Finally, we present evidence that the positive effect on the probability of export, exporting
value, and intensity is considerably stronger in companies more likely to be financially con-
strained in the pre buyout period; that is, companies that are smaller and younger in the
pre buyout year experience significantly greater growth in exporting and are more likely to
start exporting. At the deal level, private-to-private buyouts drive our results, as opposed to
public-to-private transactions or divisional buyouts. We interpret this as evidence of private
equity investors mitigating constraints facing their portfolio companies.

This paper brings together two strands of the literature on firm performance. First, we
add to the literature investigating the firm-level effects of PE ownership. Previous research
shows that PE firms have a positive impact on the performance of the acquired companies.
This impact occurs through the easing of credit constraints of portfolio companies (Boucly
et al., 2011; Davis et al., 2014; Amess et al., 2016; Bernstein and Sheen, 2016; Bernstein et al.,
2019). Second, our study broadens the literature on firm-level engagement in international
export markets. Existing work supports that access to financing is critical in export activities
(Greenaway and Kneller, 2004; Minetti and Zhu, 2011; Manova, 2013; Muils, 2015; Chaney,
2016). Our evidence provides a key contribution to both strands of literature by documenting
the beneficial role of PE investment on firms’ exporting, both at the extensive and the
intensive margin.

The rest of the paper is set out as follows. In section 2, we provide a short discussion



of the related literature and derive our testable hypotheses. Section 3 describes our data
and presents some summary statistics. In section 4 we lay out our econometric modelling
strategy. Sections 5 and 6 illustrate our main empirical results and robustness tests. Section

7 concludes.

2 Hypotheses development

2.1 Private equity and exporting

A large literature shows that PE investors can add value to their portfolio companies in a
range of different ways, including through improved governance and advising on recruitment,
through various forms of operational engineering, by leveraging their network of potential
customers, suppliers and industry advisors, and in some cases, by advising on and facilitating
bolt-on acquisitions to their target companies (for surveys on how PE investors add value to
their portfolio companies see Gompers et al., 2016; Bernstein et al., 2019). In addition, PE
investors often have strong relationships with the banking industry (Ivashina and Kovner,
2011) and may help target firms better weather periods of crisis (Bernstein et al., 2019). As
a result, there is ample evidence that private equity targets become more productive after
being acquired, in both the UK (Harris et al., 2005; Amess, 2003) and in the US (Davis
et al., 2014; Lerner et al., 2019).

In the context of exporting, the implication is that PE-backed companies receive strategic
advice and financial support, both of which can enable them to overcome the associated costs
of exporting, allowing them to gain a foothold in foreign markets and expand their geographic
reach, thus improving their exporting status. Accordingly, we anticipate a link between PE
ownership and firms’ ability to grow successfully in international markets. Based on this
discussion, we stipulate testable hypotheses as follows:

Hypothesis la: Private equity investments help targets to become exporters (extensive

margin).



Hypothesis 1b: Private equity investments help targets to increase their export inten-

sity (intensive margin).

2.2 Inspecting the mechanism: credit constraints

Prior research attributes value creation among private equity investors to their ability to ease
financial constraints for the companies in which they invest. This effect depends on different
types of buyout transactions. Specifically, heterogeneity at the deal or firm level seems
to influence the degree to which PE investment affects firm performance. One strategy to
identify heterogeneity is to separate public and private firms, which differ in many ways. The
former are more likely to be larger, more mature, and suffer from potential agency problems
(Jensen, 1986), while the latter are more likely to be smaller and financially constrained
(Gao et al., 2013). Boucly et al. (2011) suggest that target firms involved in take-private
transactions involving listed firms and divisional buyouts of subsidiaries of larger groups are
less likely to be constrained pre-buyout, as they are more likely to have better access to capital
markets. Moreover, they find that private-to-private target firms experience spectacular
post-deal growth, while firms in other types of transactions do not.

Chung (2011) finds supporting evidence that investors alleviate constraints facing private-
to-private firms, thereby facilitating their growth, while public-to-private target firms down-
size. Similarly, Fracassi et al. (2018) shows that the sales growth in targets is predominantly
in private rather than public targets. Lerner et al. (2019) observe that gains in productivity
and employment occur in private target firms, as opposed to public-to-private and divisional
buyouts. Likewise, Amess et al. (2016) find the positive impact of private equity ownership
on firms’ patenting is concentrated in private-to-private deals, and Cumming et al. (2020)
show that a reduction in patents and patent citations follow public-to-private buyouts.

As well as considering different deal types, financial constraints can be identified at
the firm level. Empirical evidence of firm-level international trade show that exporters

significantly display better financial health than their counterparts (Greenaway et al., 2007).



In a similar vein, Mutls (2015) analyse the interaction between credit constraints and export
behaviour at the firm level. Her results show that the chances of firms being exporters are
higher if they enjoy lower credit constraints and higher productivity levels. Finally, Bernstein
et al. (2019) note that smaller firms, more leveraged firms, or target firms operating in more
financially dependent industries outperform buyout target firms less likely to be ex-ante
constrained during the global financial crisis.?

To sum up, the literature suggests that private equity investors can play an important
role in relaxing financial constraints in their portfolio firms. In terms of exporting, when
financially constrained firms gain access to PE funding, they are able to cover the variable
trade costs and expand their sales to foreign markets. This could be explained by virtue of
the fact that PE-backed firms are able to diversify their sources of financing and the associ-
ated risks. To define testable hypotheses, we assess targets’ credit constraints using various
attributes at the onset of the transaction. We focus on three well-established dimensions:
listing status, size, and age. As private firms have limited access to external funding com-
pared to public firms, we should expect that private-to-private buyouts might experience a
more potent post-deal increase in exporting activity. Similarly, we should expect that the
beneficial impact of PE on firms’ exporting might be more significant for firms that are
more likely to be financially constrained. Motivated by these considerations, we examine
the role of deal- and firm-level heterogeneity in exporting following buyouts. Based on these
arguments, our testable hypotheses are as follows.

Hypothesis 2a: Targets are more likely to experience an increase in exports in private-
to-private transactions.

Hypothesis 2b: Small and young targets are likely to experience an increase in export

activity.

3Boucly et al. (2011) also observe stronger growth in companies that are ex-ante more likely to be
constrained pre-buyout.



3 Data and descriptive statistics

3.1 Sample characterization

We construct our dataset using different data sources. First, to build our sample of pri-
vate equity-backed companies, we use Standard and Poor’s (S&P) Capital 1Q to identify
all private equity transactions with targets in the UK.* Capital 1Q is the primary source of
private equity transactions in recent academic studies.” We consider deals shown as “com-
pleted” between 2004 and 2017.6 We omit deals which are announced but not yet completed.
Following prior work, we identify private equity transactions by searching for “leveraged buy-

bRN14

out,” “going private,” “management buyout,” and “platform” transactions in Capital 1Q. This
yields an initial 7,505 private equity transactions. We then drop all deals for which there is
no defined buyer/private equity investor, leaving us with 3,310 transactions.

We take all relevant information, such as transaction date, name(s) and location(s) of
buyer/investor(s), transaction value, and type of transaction. Using Capital 1Q, we also
check the name, vintage year, and size of the PE fund through which the transaction is
made. When the target company is not explicitly linked to a PE fund in Capital 1Q, we take
the size of the most recent fund that is in its investment period prior to the transaction (Arcot
et al., 2015). In order to identify how and when the private equity investor exits a deal in
each case, we use a variety of resources. We use Capital IQ’s merger & acquisition database
to search for sales to trade buyers and sales to other private equity investors (secondary
buyouts). We also use Factiva and manual searches of financial news for acquisitions, initial

public offerings, and bankruptcies/liquidations involving the target firms. In some cases, we

conduct extensive web searches on a deal-by-deal basis to deduce the ultimate outcome of

4We also rely on Thomson Reuters Eikon to supplement our deal search.

®Other authors use this database as a source of private equity buyouts (eg Stromberg, 2008; Fang et al.,
2013; Jenkinson and Sousa, 2015; Bernstein and Sheen, 2016; Faccio and Hsu, 2017; Fracassi et al., 2018;
Bernstein et al., 2019).

5The choice of sample years is driven by the desire to have relatively sufficient pre- and post-deal ac-
counting information for target companies, and, as we explain later, we have data from 2000 through to
2019.



the transaction.

To source companies’ financial accounts, we use the FAME database, published by Bu-
reau Van Dijk Electronic Publishing (BvDEP). This database sources historical accounts of
companies in the UK from Companies House, the national UK register. We first download
company accounts (balance sheets and income statements) and static firm information (such
as industry codes, location, date of incorporation) for all companies in the FAME database
for 2000 through 2019. The next step is to match target firms from our list of transactions
from Capital 1Q to the FAME database. In order to maximize our matches, we do so man-
ually. An advantage of FAME in this case is that it tracks firms’ prior names. If company
names differ between our list of transactions from Capital IQ and FAME, we verify that we
are tracking the correct company by cross-checking information such as reported sales, total
assets, and company address or website are consistent between the two sources. We also use
Companies House in this respect. In total, we match 1,434 private equity-backed companies
from Capital IQ to FAME over a 14-year period. This equates to 44% of the deals initially
identified in Capital IQ with a defined private equity investor. Using similar data sources,
Jenkinson and Sousa (2015) report a 40% match from an initial sample of 2,567 exited deals

involving European targets.”

3.2 Creating a matched control sample

To estimate the difference-in-differences models, we define a matched control group of non-
PE-backed firms, which should be similar to sponsored firms in the pre buyout period. To
construct a control group, we use a matching procedure inspired by Boucly et al. (2011) and
Bernstein et al. (2019). Each matched control company meets the following four criteria: 1)
it has the same two-digit SIC code as the target firm; 2) it has total assets in the pre deal

year within a 50% bracket of the target; 3) it has a ROA in the pre deal year within a 50%

"The only difference is that Jenkinson and Sousa (2015) match from Capital IQ to all of FAME, Amadeus,
and Orbis, all of which are managed by Bureau van Dijk. Amadeus and Orbis provide coverage of European
firms, whereas FAME only follows UK and Irish firms.



bracket of the target firm, and 4) it has leverage, defined as the ratio of total debt to assets
in the pre deal year within a 50% bracket of the target firm.

Using this procedure, we match up to five control firms for as many target firms as
possible. Where a target generates more than five matches, we retain the five closest matches
as measured by the sum of the squares of the difference between the target and the control
firm’s total assets, ROA, and leverage. Naturally, the choice of percentage bracket involves a
trade-off between matching accuracy and finding control firms for as many targets as possible.
Using a 50% bracket, we find control firms for 733 of our 1,434 private equity-backed firms,
equating to 51% success in matching.® We finish with a sample of 733 private equity-backed

firms and 3,104 control firms.

3.3 Descriptive analysis

Table 1 provides preliminary analysis of our sample of transactions. Panel A shows the
industry distribution of the target firms, which tend to be concentrated in the services and
manufacturing sectors, similar to other recent work in deal-level private equity research
(Chung, 2011; Jenkinson and Sousa, 2015; Bernstein et al., 2019). Other important sec-
tors include retail trade and transportation & communication. Panel B of table 1 gives a
breakdown of the types of deals in our sample. Similar to studies such as Stromberg (2008),
Kaplan and Stromberg (2009), Boucly et al. (2011), and Bernstein et al. (2019), the majority
of the deals in our sample are private-to-private buyouts. Around 5% are public-to-private
transactions, a figure very similar to the samples in the above papers. Likewise, our pro-
portion of secondary buyouts is also representative of the literature, which largely reports
similar deal type distributions. Our sample contains a slightly lower proportion of divisional
sales (17.1%) compared to these studies. This is likely because accounting information is
harder to find when divisions are carved out of companies. Finally, in panel C, we can see

how the transactions are exited. Consistent with other deal samples, selling to a strategic

8This is not too dissimilar to the matching success in Bernstein et al. (2019) who report a 60% match
using a similar matching technique.
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buyer (trade sale) or to another private equity investor (secondary buyout) are the primary
forms of exit, whereas going public via an an IPO is less common (Strémberg, 2008; Kaplan
and Stromberg, 2009; Jenkinson and Sousa, 2015).° Around 65% of the transactions have
experienced some form of exit.

Table 2 presents pre-buyout descriptive statistics and provides initial evidence that, by
construction, our two groups of firms are fairly similar in the pre buyout period. They share
similar characteristics, with the only significant exception being that private equity-backed
firms have slightly higher pre buyout sales; a difference which is statistically significant only
at the 10% level. Studies such as Boucly et al. (2011) and Bernstein et al. (2019) likewise find
private equity-backed firms are slightly larger relative to control firms, in terms of turnover,
prior to being acquired. In any case, in all empirical specifications we augment our model
with a vector of control variables (which includes firm sales) taken in the pre-buyout year.
By construction, the distribution of pre-transaction profitability (ROA) and leverage is very
similar across both groups, as is the size (as measured by total assets) and the industry
in which they operate. Other variables such as cash flow, earnings, and firm productivity
are very similar across both sets of firms. Finally, the export sales of the two groups is
similar, with very little difference between the pre buyout dollar value of their export sales.
However, the non-PE-backed firms tend to have a higher pre transaction exporting intensity,
as measured by the ratio of export sales to total sales.

Moving a step further, table 3 explores the parallel trends assumption behind the difference-
in-differences model where we consider the pre-buyout three-year growth rates of various
firm-level variables.!® Again, the target firms and controls exhibit similar trends across most

variables. The only difference of note in the growth trends is that target firms have a slightly

9Similarly, figures from the BVCA, the leading UK industry body for private equity investors, report that
of 5,533 deal divestments from 2007 to 2019, selling to trade acquirers was by far the most common exit
route, with almost 25% of target companies being sold to trade.

10Tn the online appendix, we also provide pre-buyout one- and two-year growth rates for all variables.
The results are similar, with the only key difference being that treated firms have higher one- and two-year
pre-deal growth in sales.
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higher pre buyout growth rate in sales.!> We later show that our results hold when control-
ling for the pre transaction growth in sales, as well as other variables measured in the pre
buyout year. Taking the static pre buyout period figures and the pre-buyout growth rates
together, we can appreciate that both groups of firms are generally similar in nature in the
pre transaction period.

To provide a simple visual account of the evolution of firms’ exports around the transac-

tion, we present figure 1. Specifically, the graph shows the a; of the following equation:

Yip = ap + i + €t (3.1)

where «; captures year fixed effects and «; stands for company fixed effects. The x axis
spans four years prior to and four years after the buyout transaction occurs. We examine a
four-year window around the buyout since the average holding period of the target company
is 4 years. In addition, setting up foreign supply chains and reorganising a firm to engage in
exporting activities can be a lengthy process . We use the year before the buyout as the
base period and we normalize its corresponding coefficient to zero. We estimate equation
3.1 separately for both the private equity-backed and control samples, with standard errors
clustered at the firm level. We observe that both our treated and control samples follow
similar paths in the run-up to the transaction, after which there is a divergence in exporting
behavior. This gives us an initial insight into how private equity ownership may affect the
exporting behavior of target firms. Taken together, we can plausibly assume that the parallel

trends assumption is satisfied.

HBoucly et al. (2011) likewise find that private equity-backed targets exhibit greater growth in sales in
the pre-transaction period relative to a sample of matched control firms.
12\We shorten the window where the investor exits in less than four years.

12



4 Empirical model

4.1 Extensive margin of export

We begin our empirical investigation by testing whether PE buyout targets are more likely

to become exporters, relative to the control group by estimating:

Prob(EX Py > 0) = oy + a; + a. + B1(PE; * Posty) + BaPostyy + 60X, % Post;y + €, (4.1)

where 7 is a firm index, ¢ is the firm industry, and ¢ is a year index constructed around
the buyout. The dependent variable £ X P, is a dummy variable that equals one if firm 7 in
industry ¢ has a positive amount of exports in year ¢, and zero otherwise. PE; is a dummy
variable that equals one for PE-backed companies, and zero for the control group. Post; is a
dummy variable that equals one after the buyout, and zero before. For control firms, Post;
equals one when the matched target firm corresponding to the control has been acquired,
and zero before. In line with the literature, we estimate both linear probability and probit
models based on the above specifications (see Greenaway et al., 2007; Minetti and Zhu, 2011;
Minetti et al., 2015; Muuls, 2015). The model also includes year fixed effects, ay; firm fixed
effects, «;, which absorb the PE; dummy; and industry fixed effects, a. (at the two-digit
SIC code). To deal with serial correlation, we cluster standard errors at the firm level.

We also construct several firm-level control variables to control for pre-buyout hetero-
geneity in firm-level characteristics (captured by vector X; in equation 4.1). In particular,
following Bernstein et al. (2019), we control for firm size (the log of sales), cash flow scaled
by total assets, leverage, profitability (ROA), and earnings (EBITDA) normalized by assets.
Including such controls helps to alleviate any concerns regarding any differences between the
treated and control samples in the pre-buyout period. We take these control variables in

the pre transaction year and interact them with the Post; variable in order to avoid any

13



endogeneity concerns.

A positive coefficient for $; would signal that after a buyout, target firms are more likely
to export than control firms. Since the matching ensures that treated and control firms are
alike before the buyout, we attribute any post-buyout differences to the effect that PE firms
exert on their portfolio companies. Such a result would therefore provide evidence in favour

of Hla, indicating that PE firms help their portfolio companies to become exporters.

4.2 Intensive margin of export

In this sub-section we explore whether the value of firms’ exports and their exporting intensity
are affected by being backed by a private equity sponsor. To do so, we use a standard
difference-in-differences (DiD) approach to estimate the changes in firm-level exporting after

buyout transactions, relative to changes at control firms.'* Our baseline specification is:

Yict = O + o + o, + ﬂl (PEZ * POStit) + /BQPOStit + GX, * POStit + Eict (42)

where the dependent variable is the log of export value or export sales as a percentage
of total sales. The rest of the control variables are equivalent to those in equation 4.1. The
main coefficient of interest is again 1, which captures the estimated change in private equity
targets’ exporting from before to after a buyout for target firms relative to control firms. A
positive sign would reveal that PE buyouts boost target’s exporting at the intensive margin,
relative to the control group. This rests on the identification assumption that treated and
control firms experience a similar pre-buyout growth trend in exporting. This assumption is
validated by the summary statistics on pre-buyout growth rates shown in table 3, discussed
in detail in section 3. We can therefore interpret that any differences after the buyout relate
to the changes brought about as a result of the buyout. Support for H1b is reflected in a

positive coefficient for the PE;* Post;, interaction.

13Boucly et al. (2011), Bernstein et al. (2019), or Cohn et al. (2021) use similar models to estimate the
impact of private equity on firm dynamics.
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4.3 Credit constraints

We conduct a third exercise to test whether PE firms boost the exports of the target firms
through easing the credit constraints, as hypothesized in subsection 2.2. Specifically, our
main interest lies in examining whether PE-backed firms facing financial constraints exhibit
different sensitivities to their exporting after a buyout compared to firms in the control
group. To this end, we split the sample of treated firms into two sub-samples, namely credit
constrained and unconstrained targets. In order to ensure robustness, we focus on three
dimensions of financial constraints: type of transaction, firm size, and firm age. Private
target firms are more likely to face constraints than are publicly-listed targets or divisions of
larger firms, which ought to have better access to capital markets (Boucly et al., 2011). As
for firm-level heterogeneity, large firms cope well with financial constraints and have greater
access to external financing, which is necessary to cover the sunk and fixed costs of exports
(Greenaway et al., 2007). In addition, younger firms are more likely to face problems of
asymmetric information, given that their short track record makes it more difficult to judge
their quality (Guariglia, 2008). Finally, Hadlock and Pierce (2010) provide evidence that
both firm size and age are particularly useful predictors of financial constraints.

To implement the test for H2a and H2b, we estimate equations 4.1 and 4.2 for two sub-
samples (constrained and unconstrained firms). These specifications capture how firm-level
heterogeneity, measured by deal type, firm size, and firm age, affects the way exporting
responds to private equity investment in firms that are more and less likely to suffer from
financial constraints at acquisition. Large is a dummy variable that takes the value one if the
firm’s total assets are above the upper 25th percentile of the distribution of the total assets
of all the firms, and zero otherwise. Old is a dummy variable that takes the value one if the
firm’s age is above the upper 25th percentile of the distribution of age of all the firms, and
zero otherwise. We opt for the top quartile as a cut-off point due to the skewed distribution of
firm size and age, which is also consistent with previous research using UK firms (Bernstein

et al., 2019). This acknowledges that a significant fraction of the firms in our sample are
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bunched at low levels of size and age; while only a small fraction of firms standing out as
significantly large, or mature. To support H2a,b we expect the impact of private equity
investment to be stronger for firms classified as financially constrained compared to their

unconstrained counterparts.

5 Results

5.1 Extensive margin of export

We start by examining whether private equity-backed firms are more likely to be exporters,
relative to comparable unsponsored firms. Specifically, we test whether the difference in
the probability of exporting from the pre-deal period to the post-deal period is greater for
private equity-backed firms relative to control firms. In each specification we include firm,
industry, and year fixed effects. Table 4 shows the results. We report coefficient estimates
and standard errors clustered at the firm-level.

In column 1 we show results of a linear probability model, which support that private
equity ownership positively and significantly affect firms’ probability of exporting after the
PE transaction. This is reflected in the positive sign of the key variable of interest, namely
the interaction between the firm-level dummy PFE; and the time period dummy Post;; (PE;x*
Post;;). The effect is economically significant. The probability of entering the export market
increases by 4.6 percentage points, when a firm is acquired by a PE company.

Our main finding is robust when we add firm-level controls, as we show in column 2 of
table 4. Specifically, the model includes interactions between Post;; and firm sales, earnings,
leverage, profitability and cash flow. The point estimate is very similar in magnitude, which
reassures that our findings are not driven by differences in firm attributes before the buyout
period. Moreover, in column 3, we show the results when we further add to the model
industry*year fixed effects. The results hold confirming that our conclusions are not driven by

any contemporaneous changes in demand or any other time-varying industry characteristics.
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Finally, results hold when we estimate the equations with a probit model. Columns 4 and 5
report, respectively, estimates of the model without and with firm controls; column 6 shows
the estimates when we add the industry*year fixed effects.

We conclude that private equity buyouts affect the extensive margin of exporting. These
findings provide strong support for Hla and the idea that private equity firms help companies
grow and improve their operating performance relative to unsponsored peers. They suggest
that PE-firms help targets to overcome the lack of expertise in reaching external markets,

and cover financial costs.

5.2 Intensive margin of export

We now turn our attention to the impact of private equity backing on the intensive margin
of exporting. Specifically, we examine how private equity buyouts affect the value of foreign
sales and exporting intensity (i.e. foreign sales as a share of total firm sales). We estimate
difference-in-differences models, and present the results in table 5. In columns 1 to 4 the
dependent variable is the logarithm of the sterling pound value of export sales, and in columns
5 to 8 it the ratio of export sales to total sales.'*

We focus on the sign and significance of the double-interaction term (PE; x Post;;), which
reveals whether private equity-backed firms are more likely to have a higher exporting inten-
sity compared to our sample of control firms during the post-transaction period. We find that,
following the buyout, the intensive margin of exporting is more sensitive for sponsored firms.
Specifically, we find a positive and highly significant coefficient on the double-interaction
term PFE; x Post;, which implies that private-equity backed firms increase the value of their
export sales by approximately 30 percentage points, relative to similar non-PE-backed firms.
When we control for firm-level covariates in the pre-buyout period the statistical significance
and economic magnitude of our baseline coefficient are barely affected (column 2). Finally,

our results remain unchanged when we further include industry*year fixed effects to control

14Tn this exercise, we examine only companies that export; therefore, the number of observations diminishes
relative to table 4.
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for any potential time-varying, industry-specific variables such as contemporaneous changes
in demand, and industry*year fixed effects (column 3).

Considering exporting intensity, in columns 4, 5, and 6, we likewise, detect a significant
effect of private equity ownership on the share of export sales to total sales. In particular,
we find that exports as a share of total firm sales among buyout targets increases by around
2.5% more than in matched control firms. Once again, this is robust to the inclusion of firm
controls (column 3), and sets of fixed effects.

In summary, our results provide strong empirical support for Hlb as we observe that
private equity-backed firms sell more abroad and have a higher exporting intensity relative
to similar non-PE-backed firms. As know-how is a key resource for business, our findings
suggest that private equity investors may provide financial and active strategic support
to help companies accelerate their growth. 53% of PE investors in our sample have an
international presence with offices in the UK and abroad. As a result, investors can bring
expertise and experience of overseas markets, and act as a source of knowledge transfer for
their portfolio firms, allowing them to reap the benefits of PE sponsorship via a growth in

international sales.

5.3 Credit constraints

Our results thus far document an economically and statistically significant association be-
tween private equity ownership and exporting. We now turn to the hypothesis relating
private equity investment, financial constraints, and exporting. Specifically, we test whether
the identified effect is driven by easing credit constraints. We conduct three tests to ob-
serve the mechanism through which private equity investors alleviate financial constraints.
First, in table 6 we split our sample into two groups of deals (private-to-private buyouts,
and public-to-private buyouts & divisional buyouts). This empirical exercise is motivated by
prior studies that document heterogeneity in the firm-level effects of different buyout types.

In particular, private-to-private transactions are associated with greater post-buyout growth
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relative to public-to-private buyouts and divisional buyouts (Boucly et al., 2011; Fracassi
et al., 2018; Lerner et al., 2019).

In panel A of table 6, we find strong evidence of post-buyout growth at both the ex-
tensive and intensive margins of exporting in private-to-private targets, with all coefficients
significant at the 1% confidence level. At the extensive margin, private-to-private targets
are around 6 percentage points more likely to be exporters relative to matched control firms.
At the intensive margin, the value of exports grows by over 40% relative to matched control
firms in private-to-private targets, while the coefficient on exporting intensity implies that
the ratio of export sales to total sales increases by around 3% post-buyout in private-to-
private targets. Immediately, it appears that private-to-private buyouts are the driving force
behind our main results.

By contrast, where take-private and divisional carve-out deals are concerned (panel B),
the coefficients on the probability of exporting are statistically insignificant (columns 1 and
2), implying that targets of these transactions are not more likely to become exporters relative
to control firms. Similarly, we do not find any impact on the value of exports (columns 3
and 4), or the share of exports to sales (columns 5 and 6). Overall, our results parallel prior
work noting heterogeneity in post-transaction growth across various deal types, particularly
private-to-private deals leading to positive firm growth relative to public-to-private deals
(Boucly et al., 2011; Fracassi et al., 2018; Lerner et al., 2019).

We provide further evidence of private equity investors alleviating constraints in portfolio
companies. In table 7, we identify large firms by looking at the top quartile of real total
assets in the pre-buyout year and classify the remaining firms as small. Similarly, in table
8, we partition firms on the basis of their age, where we classify the top quartile of firms on
the basis of their pre-buyout age as old, and the remainder of firms as young. We focus on
the upper quartile of the distribution given that our sample largely contains relatively small

firms.!?

15Bernstein et al. (2019) partition their sample of UK PE-backed firms in a similar manner.
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In columns 1 and 2 of table 7 we examine the probability of smaller and larger target
firms exporting. The coefficients in columns 1 and 2 indicate that the positive effect on
the probability of firms exporting is considerably stronger in magnitude and in significance
on smaller target firms. The coefficients for larger firms are negative and statistically in-
significant. Where the intensive margin of exporting is concerned, the differences between
the coefficients on the export value of smaller and larger companies in columns 3 and 4
are statistically insignificant, implying private equity ownership’s effect on export value is
similar for both groups of firms. However, when we consider the exporting intensity of firms
in columns 5 and 6, the effect is strongly significant on smaller firms and suggests an in-
crease of over 2 percentage points. The same coefficients for larger firms yield no statistical
significance.

Finally, in table 8 we split our sample based on companies’ pre-transaction age. The
results in table 8 echo those in table 7: Companies that are younger and therefore more
likely to be financially constrained, exhibit considerably higher post-transaction growth in
exporting activity relative to older firms. Specifically, the coefficients in columns 1 and 2
concerning the probability of exporting show clear differences between younger and older
firms. The coefficients on younger targets are positive and statistically significant at the
1% confidence level, implying the probability of exporting increases by over 5 percentage
points, whereas the coefficients on older target firms are small in economic magnitude and
statistically insignificant. Likewise, the coefficients on the intensive margin of export in
columns 3 to 6 parallel those in table 7. The coefficients on exporting intensity in columns
5 and 6 imply that the effect of buyouts on the post-transaction exporting intensity is only
statistically significant for companies that are ex-ante more likely to be constrained; that is,
younger firms. The coefficients regarding the value of exports are larger in magnitude for
younger firms, but the difference is statistically insignificant from older target firms.

In summary, the results in tables 6, 7 and 8 provide strong empirical support for both H2a

and H2b. We find evidence that targets of private-to-private deals and targets that are ex-
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ante more likely to be financially constrained exhibit greater sensitivity of post-transaction
growth in exporting to buyout transactions. Thus, availability of outside capital through
private equity investment plays an important role when markets face higher trade costs and

exporters require more external financing to meet these costs.

6 Robustness tests

We now put our findings through a battery of checks in order to investigate their robustness.
We summarize these robustness tests below, but do not report them due to space constraints.

They are available in the online appendix.

6.1 Alternative matching methodologies

Our results may be sensitive to the construction of the matched control group. We address
this issue by adjusting our matching technique in two ways. First, we follow Bernstein et al.
(2019) and tighten our matching bandwidths from 50% to 30%. This reduces our sample to
651 sponsored firms and 2,184 control firms. Second, we use the matching technique in Boucly
et al. (2011) and drop leverage from the matching procedure, thereby allowing the two groups
of firms to have different leverage ratios in the pre-buyout year. This increases our sample
of private equity-backed firms to 935. We continue to find that private equity ownership
positively affects firm-level exporting at both the extensive margin and the intensive margin.
The baseline regression results when using these alternative matching methodologies are in

tables A5 and A6. We confirm that our main results remain unchanged.

6.2 Pre-buyout growth patterns

One potential concern regarding the results presented thus far, is that private equity investors
may simply choose to invest in companies that are already growing faster than other firms

in the pre transaction period. Indeed, table 3 illustrates that PE-equity backed firms have
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higher sales growth rates in the pre deal years, and it may be that this is driving our results.
In order to control for pre-buyout growth, we include an interaction term between the three-
year pre buyout growth rate in sales and the Post;; variable. Thus, we estimate the following

specification:

Yiet = o + o + a + B1(PE; % Posty) + Po(SalesGr; x Posty) + 0X; * Posty + €y (6.1)

where SalesGr is the three-year growth in sales prior to the transaction year. We report
the results in table A7 in the online appendix. Although we find that growth in pre buyout
sales has a positive effect on the post buyout growth in the value of exports, its inclusion does
not have a material impact on our estimates of private equity buyouts on firms’ exporting
activity. In other words, we find that it does not diminish the effect of private equity

ownership, and our results remain intact after controlling for pre-buyout growth trends.

6.3 Attrition bias

In order to account for any potential attrition bias from firms exiting via acquisition or
liquidation, we reduce our sample to include only those deals that experience an exit. The
results are in table A8. This process of elimination reduces our sample of private equity-
backed firms from 733 to 459. Nevertheless, the significance of our results concerning both
the extensive and intensive margins of exporting remain intact. The magnitudes actually
increase in size. The coefficients indicate that private equity-backed firms experiencing an
exit increase the value of their exports by around 35% relative to control firms, and their

export intensity increases by around 2.5%.
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6.4 Controlling for management buyouts (MBOs)

We allow for the fact that after a transaction, new management teams may drive the improve-
ment in firms’ exporting. The difference-in-differences setting partly resolves this potential
concern based on firm fixed effects for removing channels that may influence firms during
the sample period. However, to ensure the robustness of our main results, we repeat our
baseline estimations after dropping all management buyouts (MBOs) from the sample. An
MBO is a buyout in which the existing management team takes a significant stake from the
existing owners and therefore has increased incentives to improve operating performance.
As such, Bernstein et al. (2019) suggest that MBOs may have lower engagement from PE
investors. In our matched sample of deals, 44% of the private equity buyouts are MBOs.'6
Table A9 presents the results, which demonstrate a significant impact of PE investment on
both extensive and intensive margins of export. We conclude that the inclusion of MBOs

does not have a material effect on our results.

6.5 Controlling for secondary buyouts

We also rerun the main specifications after dropping all secondary buyouts from our sample
in table A10. Recent research finds the rationale and motives for secondary buyouts to
differ from that of primary buyouts (Wang, 2012; Arcot et al., 2015; Degeorge et al., 2016).
Accordingly, to control for the potential that including secondary buyouts may affect our
results, we omit these deals from our sample and the main results hold. We continue to
observe that PE ownership has a significant and positive effect on firm exporting at both

the extensive and intensive margins.

16Tn our initial sample of all 3,310 UK buyouts from Capital IQ from 2004 to 2017, 40% of deals are MBOs.
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6.6 Investor experience

To supplement our findings regarding deal level heterogeneity, we account for differences
across PE investors by looking at their prior experience. We split the sample on the basis
of investor experience and present the outputs in table A11. As more experienced PE firms
invest more frequently in public-to-private buyouts and in larger portfolio companies, we
expect their exporting behavior to be in line with the public-to-private buyouts in table 6.
We identify portfolio companies as backed by more experienced investors by taking the top
quartile of investor experience at the time of the deal across four measures of experience:
investor age, the number of funds raised, the value of funds raised, and the number of
investments made.!” The results clearly show that investors’ prior experience does not matter
for portfolio companies’ exporting performance.

We stipulate that the results are due to the fact that the oldest/largest GPs (general
partners) are more prevalent in executing deals involving larger target companies and in
engaging in more public-to-private buyouts.'® The probability to start exporting in interna-

tional markets and the potential growth prospect in exporting is diminishing.

6.7 Additional control variables

Table A14 in the appendix offers a further robustness check, where we include controls that
are widely used in the firm-level exporting literature. Typically larger, more productive
firms export (Bernard and Jensen, 2004; Greenaway and Kneller, 2004). To test whether

these firm-level variables may drive our results, and not the change in firm ownership, we

1"The median investor age is 13 at acquisition, the median number of funds raised is three (at a median
value of 1.1 $billion) and the median number of prior buyout deals is 39.

18This is consistent with the data. In table A12 in the appendix, we show that investors are, on average,
significantly older and more experienced in the sample of public-to-private buyouts relative to the sample of
private-to-private buyouts. For example, investors in public-to-private buyouts have on average raised funds
totalling $12 billion and executed over 450 buyouts deals. In comparison, investors in private-to-private
buyouts have, on average, raised less than half of this amount ($5.9 billion) and have been involved in
considerably fewer deal (117). These differences are strongly statistically significant. Moreover, in table A13
in the appendix, we also find that the most experienced investors typically invest in larger target firms. This
is in line with Gompers et al. (2016), who present survey evidence showing that the target companies in
deals of older, larger investors are considerably larger in size.
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augment our models in equations 4.1 and 4.2 with further controls, including the firm size,
as measured by number of employees, labor costs and firm productivity, measured by profit
per employee. As before, we take these controls in the pre deal year and interact them with
the post variable. The results are consistent with our baseline results. In columns 1 to 4 we
find that our results regarding firms’ exporting at the extensive margin are unaffected by the
inclusion of these further controls. Similarly, at the intensive margin, the coefficients still
imply that private equity sponsorship is associated with an increase of over 30 percentage
points in the value of firm’s export sales. Where exporting intensity of firms is concerned,
the coefficients imply a similar economic magnitude as our baseline results. In summary, we
conclude that our main results are robust to including additional firm-level characteristics,

typically associated with exporting firms.

6.8 Further evidence on credit constraints

Finally, we present further evidence that PE investors ease financing constraints for their
portfolio companies. We split our sample on the basis of those defined as SMEs by the
European Commission (EC).' Under the EC guidelines, firms with a headcount of fewer
than 250 and either turnover of less than 50 million euros or a balance sheet total of less
than 43 million euros are SMEs. Given that SMEs are typically more likely to be constrained
in access to financing, we partition the sample based on whether the firm is an SME. The
results in table A15 are consistent with our findings so far, as we find that private equity
ownership’s effect on firm exporting is stronger for firms defined as SMEs by the EC, at both

the extensive and the intensive margin.

19Tn unreported analysis, when we split the sample based on pre-deal firm leverage, likewise, the effect on
firm exporting is greater on more leveraged (and hence more constrained) firms.
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7 Conclusion

Recent literature on corporate finance measures how private equity investment affects firm
performance. Our study builds on these foundations, focusing on private equity buyouts and
their effect on target firms’ export performance. Our results from a panel of 733 private
equity-backed firms and 3,104 control firms from 2004 to 2017 show that private equity
investors are able to relax credit constraints, making their portfolio companies subject to
fewer distortions and hence improving their exporting infrastructure. This effect holds for
both the intensive and the extensive margin of export.

When we split our sample into different deal types and groups of firms, we uncover sig-
nificant heterogeneity. In particular, the positive effect of private equity is more potent for
private-to-private deals and financially constrained firms in the pre-buyout period. This find-
ing implies that the availability of outside capital through private equity investment plays
an important role when markets face higher trade costs and exporters require more exter-
nal finance to meet these costs. Our results are robust to re-specifications and alternative
matching methodologies.

Exporting provides many benefits to firms, including higher survival amid economic crisis.
By helping their portfolio companies to increase their exports, private equity firms protect
them from crises. This boon is particularly important now that the Covid-19 pandemic has

badly hit the corporate sector.
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Figures

Figure 1: The effect of PE ownership on export activity
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Tables

Table 1: Sample statistics

The table provides sample statistics on the transactions used in our study. Panel A displays the industry
distribution of the target company involved in the transactions. Panel B describes deal types and panel C
details the exit status of the deals.

Number Percentage

Panel A: Industry distribution

Agriculture, forestry, fishing 5 0.4%
Mining 14 1.0%
Construction 39 2.7%
Manufacturing 344 24.2%
Transportation & communication 130 9.2%
Wholesale trade 76 5.4%
Retail trade 147 10.4%
Finance, insurance, real estate 131 9.2%
Services 530 37.3%
Public administration 4 0.3%

Panel B: Deal Type

Private-to-private 881 61.5%
Public-to-private 79 5.5%
Secondary buyout 228 15.9%
Divisional buyout 245 17.1%

Panel C: Exits

Sale 485 34.1%
Secondary buyout 266 18.7%
IPO 54 3.8%
Write-off 85 6.0%
Other/Unknown 16 1.1%
Not yet exited 517 36.3%
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Table 2: Descriptive statistics

The table reports summary statistics for the pre-transaction year across PE-backed companies and control
firms. PE-backed refers to all PE-backed companies; Control refers to a sample of non-PE-backed firms,
matched on their two-digit SIC code, size (total assets), ROA (net income/total assets), and leverage (total
debt/total assets) within a 50% bracket in the pre-transaction year. Log(export) is the natural logarithm
of the value of export sales. Ezport intensity is exports as a percentage of total sales. Size is total assets,
measured in thousands of pounds. Sales is total firm sales. Cash flow is net income plus depreciation and is
scaled by total assets. Earnings is earnings before interest, taxes, depreciation, and amortization (EBITDA)
normalized by total assets. ROA is the ratio of net income to total assets. Leverage is the ratio of total debt

to total assets. Productivity is earnings per employee. All ratios are winsorized at 1%.

PE Control
Variable N Mean Median SD N Mean Median SD Mean-diff
FEzxporting
Log(export) 271 8.15 8.29 1.80 912 8.31 8.49 1.82 -0.16
Export intensity 271 0.29 0.18 0.30 912 0.34 0.22 0.32 -0.05%*
Firm Variables
Size 733 98,961 18,625 394.238 3,104 76,693 15,181 332,988 22,267
Sales 717 71,997 25,115 172,078 2,867 59,307 20,742 158.727 12,690*
Cash flow 719 0.16 0.13 0.11 2,815 0.15 0.13 0.10 0.01
Earnings 730 0.26 0.17 1.85 3,075 0.17 0.15 0.19 0.09
ROA 733 0.12 0.10 0.10 3,104 0.12 0.09 0.10 0.00
Leverage 733 0.63 0.63 0.26 3,104 0.63 0.63 0.22 0.00
Productivity 701 24.26 17.01 20.65 2,692 25.50 17.14 22.15 -1.24
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Table 3: Growth rates

The table displays three-year pre-transaction growth rates for firm-level variables across treated PE-backed
and control firms. PE-backed refers to all PE-backed companies; Control refers to a sample of non-PE-backed
firms, matched on their two-digit SIC code, size (total assets), ROA (net income/total assets), and leverage
(total debt/ttal assets) within a 50% bracket in the pre-transaction year. Log(export) is the natural logarithm
of the value of export sales. FExport intensity is foreign sales as a percentage of total sales. Size is total assets,
measured in thousands of pounds. Sales is total firm sales. Cash flow is net income plus depreciation and is
scaled by total assets. Earnings is earnings before interest, taxes, depreciation, and amortization (EBITDA)
normalized by total assets. ROA is the ratio of net income to total assets. Leverage is the ratio of total debt
to total assets. Productivity is earnings per employee. All growth rates are winsorized at 1%.

PE Control
Variable N Mean Median SD N Mean Median SD Mean-diff
Ezxporting - three-year rate
Log(export) 167 0.38 0.37 0.89 578 0.28 0.26 0.85 0.10
Export intensity 167 0.58 0.05 2.69 578 0.53 0.03 2.58 0.05
Firm variables - three-year rate
Size 678 1.81 0.50 8.17 2,740 1.86 0.32 9.05 -0.05
Sales 557 0.75 0.36 1.55 2,164 0.62 0.25 1.56 0.13*
Cash flow 574 0.06 0.10 4.88 2,205 0.36 0.13 4.22 -0.30
Earnings 585 0.48 0.12 4.72 2,435 0.44 0.06 4.39 0.04
ROA 495 0.81 0.23 1.56 2,088 0.85 0.26 1.53 -0.03
Leverage 599 -0.03 -0.07 0.36 2,400 -0.02 -0.07 0.38 -0.01
Productivity 498 0.39 0.30 0.87 1,881 0.36 0.24 0.83 0.03
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Table 6: Deal types

We estimate specifications in columns 1-2 using a linear probability model, and we estimate specifications
in columns 3-6 using a difference-in-differences estimator. The dependent variables are a dummy variable
equal to 1 for firm-year observations where export sales exceed zero, and 0 otherwise (columns 1-2), the log
of export value (columns 3-4), and the ratio of export sales to total sales (columns 5-6). PE is a dummy
variable equal to 1 for PE-backed firms and 0 for control firms. Post is a dummy variable equal to 1 for
post-buyout years, and 0 otherwise. anel A shows results on the subsample of private-to-private buyouts.
Panel B shows results on the subsample of public-to-private and divisional buyouts. In columns 2, 4 and
6 we augment the baseline model with firm variables measured in the pre-buyout year, interacted with the
Post dummy. Firm controls include sales, earnings, leverage, profitability (ROA) and cash flow. *** denotes
statistical significance at the 1% level, ** denotes the 5% level, and * denotes the 10% level.

Exporting dummy LogExport Export intensity
(1) 2) (3) (4) (5) (6)
Panel A: Private-to-private
PE*Post 0.071**%%  0.064*** 0.454%%* 0.444*%*%  (0.034*** 0.034**
(0.017) (0.018) (0.096) (0.097) (0.012) (0.013)
Post -0.005 0.011 -0.050 0.110 -0.001 -0.043
(0.007) (0.025) (0.038) (0.327) (0.007) (0.047)
Observations 20,283 20,283 5,510 5,510 5,510 5,510
Panel B: Public-to-private & divisional buyouts
PE*Post -0.044 -0.045 0.032 -0.005 0.016 0.015
(0.030) (0.029) (0.134) (0.135) (0.019) (0.018)
Post -0.002 -0.037 0.111 1.459 -0.006 0.058
(0.014) (0.058) (0.078) (0.583) (0.009) (0.059)
Observations 5,385 5,385 1,741 1,741 1,741 1,741
Firm FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm controls No Yes No Yes No Yes
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Table 7: Financial constraints: Size

We estimate specifications in columns 1-2 using a linear probability model, and we estimate specifications
in columns 3-6 using a difference-in-differences estimator. The dependent variables are a dummy variable
equal to 1 for firm-year observations where export sales exceed zero, and 0 otherwise (columns 1-2), the
log of export value (columns 3-4), and the ratio of export sales to total sales (columns 5-6). Large is a
dummy variable that takes the value one if the firm’s total assets are above the upper 25th percentile of the
distribution of the total assets of all the firms, and zero otherwise. PE is a dummy variable equal to 1 for
PE-backed firms and 0 for control firms. Post is a dummy variable equal to 1 for post-buyout years, and 0
otherwise. In columns 2, 4 and 6 we augment the baseline model with firm variables measured in the pre-
buyout year, interacted with the Post dummy. Firm controls include sales, earnings, leverage, profitability
(ROA) and cash flow. *** denotes statistical significance at the 1% level, ** denotes the 5% level, and *
denotes the 10% level.

Exporting dummy LogExport Export intensity
1) (2) 3) 4) (5) (6)
Panel A: Large=0
PE*Post 0.080%*** 0.073%** 0.297%** 0.270%** 0.024** 0.023**
(0.016) (0.017) (0.080) (0.081) (0.010) (0.010)
Post -0.007 0.008 -0.011 0.242 -0.001 -0.009
(0.007) (0.019) (0.034) (0.348) (0.005) (0.042)
Observations 23,989 23,989 7,251 7,251 7,251 7,251
Panel B: Large=1
PE*Post -0.015 -0.025 0.347** 0.342%* 0.026 0.028
(0.024) (0.024) (0.158) (0.161) (0.022) (0.023)
Post -0.005 -0.031 -0.043 0.456 -0.007 -0.116
(0.009) (0.021) (0.063) (0.749) (0.010) (0.115)
Observations 8,135 8,135 1,967 1,967 1,967 1,967
Firm FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm controls No Yes No Yes No Yes
Test of equality (P-value) for PE*Post 0.001 0.000 0.389 0.344 0.000 0.000
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Table 8: Financial constraints: Age

We estimate specifications in columns 1-2 using a linear probability model, and we estimate specifications
in columns 3-6 using a difference-in-differences estimator. The dependent variables are a dummy variable
equal to 1 for firm-year observations where export sales exceed zero, and 0 otherwise (columns 1-2), the log
of export value (columns 3-4), and the ratio of export sales to total sales (columns 5-6). Old is a dummy
variable that takes the value one if the firm’s age is above the upper 25th percentile of the distribution of
the age of all the firms, and zero otherwise. PE is a dummy variable equal to 1 for PE-backed firms and 0
for control firms. Post is a dummy variable equal to 1 for post-buyout years, and 0 otherwise. In columns
2, 4 and 6 we augment the baseline model with firm variables measured in the pre-buyout year, interacted
with the Post dummy. Firm controls include sales, earnings, leverage, profitability (ROA) and cash flow.
*** denotes statistical significance at the 1% level, ** denotes the 5% level, and * denotes the 10% level.

Exporting dummy LogExport Export intensity
1) (2) 3) (4) (5) (6)
Panel A: Old=0
PE*Post 0.058%*** 0.051%%* 0.304*** 0.300%** 0.026** 0.027**
(0.015) (0.015) (0.094) (0.095) (0.013) (0.012)
Post -0.010 -0.020 -0.008 -0.175 0.001 -0.032
(0.007) (0.018) (0.039) (0.35) (0.006) (0.050)
Observations 24,394 24,394 6,204 6,204 6,204 6,204
Panel B: Old=1
PE*Post 0.009 0.012 0.285%*** 0.288%*** 0.021 0.022
(0.031) (0.031) (0.106) (0.107) (0.015) (0.014)
Post 0.010 0.072%* -0.021 0.467 -0.008 0.007
(0.009) (0.031) (0.041) (0.333) (0.005) (0.031)
Observations 7,730 7,730 3,014 3,014 3,014 3,014
Firm FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm controls No Yes No Yes No Yes
Test of equality (P-value) for PE*Post 0.000 0.000 0.448 0.464 0.000 0.000
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