Appendix A: Selection Effect
(i) Woolridge’s two-step estimation
The results reported in Table 3 to 5 are likely to face selection bias as firm’s pricing decisions are only observed when they report positive level of exports. We introduce a variable as a regressor in Table 6 labelled as ‘Selection Effect’ to control for the selection bias. We replicate the strategy adopted in Harrigan, Ma and Sch (2015), who derive theirs from the seminal paper of Helpman, Melitz and Rubenstein (2008). 
We first consider the following reduced export value equation:
ln] 							(B.1)
where   is the value of exports of product k by firm j to market i. We assume  to be normally distributed. We censor the data where export sales at the firm-product destination level is at least US $10,000. Further, we assume that , an estimation of the errors , will be correlated with the error term in Equation (9). Market specific shocks that can impact demand and supply of the products exported by a firm can lead to selection bias. Using , we estimate the following equation by OLS:
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where the variables are as defined in Equation B.1. 
(ii) Woolridge’s three-step estimation
A major drawback of the Woolridge’s two-step estimator is that it assumes  to be constant for all values of latent exports. We use Woolridge’s three-step estimator to avoid the drawback. This involves using a Probit estimator to estimate the probability of an exporter entering a particular market, followed by estimating the export value for positive value of exports using OLS. We set US $10,000 as the threshold for positive export value at the firm-product-destination level as discussed in the section describing the data. The third step involves incorporating the residuals from the second-step equation as a control for selection in the export price equation, the third-step[footnoteRef:1]. [1:  As  is a generated variable, the standard errors need to be adjusted by bootstrapping across the three estimations. This exercise computationally infeasible as it will require many estimations. Although, the standard errors reported in the results are not correct, the coefficient for the selection effect variable is not only small but the influence of the other variables on export unit value are consistent with the results in Table 4.] 

The first step involves using a Probit estimation:
								(B.3)
We estimate the inverse Mills ratio, , from the above Probit estimation and include it in the list of regressors in the export price equation below and regress by OLS:
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The residual estimated from Equation is then included as a control for selection in the export price equation: 
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