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This paper uses Spanish firm-level data to analyze the difference in the des-
tination and variety-portfolios among service exporters. As for manufacture
exporters, there is heterogeneity in the value of exports, the number of des-
tinations and the number of varieties supplied among service exporters.
However, compared to manufacture exporters, service exporters have a
higher number of destinations and the number and value of transactions play
a major role in explaining the evolution of aggregate exports.
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uring the last decades, service exports have grown faster than merchandise

exports and by the year 2013 they already represented 20% of world exports!.

Moreover, during the Great Recession export of services suffered a lower de-

cline than merchandise exports [Borchert and Maattoo, 2009; Ariu, 2016b].

Despite its increasing relevance in international flows, the micro-level liter-
ature has just begun to analyze the trade behavior of firms that export services [Conti
et al., 2010; Breinlich and Criscuolo, 2011; Jensen, 2011; Vogel, 2011; Ariu, 2016a;
Minondo, 2013; Haller et al., 2014].

Most of the recent literature on service exporters has focused on the first layer
of heterogeneity, which analyzes why some firms export and others do not. How-
ever, previous literature based on manufacture exporters points out that there are also
large differences among exporting firms regarding the number of destinations they
serve and the number of products they sell [Lawless, 2009]. This second layer het-
erogeneity is important to understand the dynamics in aggregate exports and high-
lights a new margin to reallocate resources and improve productivity at the firm level
[Eaton et al., 2008; Bernard et al., 2010; Goldberg et al., 2010; Tacovone and Javor-
cik, 2010]. The analysis of the processes that might raise productivity in service ex-
porters is relevant from the policy perspective as many of these firms belong to the
services sector, an economic branch that accounts for a growing share of the over-
all economic activity both in developed and developing countries.

(1) This paper is linked to a research project on services firms in Spain leaded by Professor Juan Ramén
Cuadrado Roura. I acknowledge the financial support from the Spanish Ministry of Spanish Ministry
of Economy and Competitiveness (MINECO ECO2015-68057-R and ECO2016-79650-P, co-financed
with FEDER), and from the Basque Government Department of Education, Language policy and Cul-
ture (IT886-16). I wish to thank Benita Aybar, Cristina Casaseca and Alicia Fernandez from the Spanish
Statistical Institute (INE) for their support and advice during the analysis of the data for this study.

(1) World Trade Organization trade database. Available at: http//www.wto.org
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This paper contributes to the scant literature on the heterogeneity among ser-
vice exporters and the micro-structure of trade dynamics in services, analyzing the
Spanish case, a leading exporter of services in the world. I study the heterogeneity
among service exporters regarding their destination and product portfolio, and the
dynamics of these portfolios, during the period 2008-2013. Comparing the results
on service exporters with the ample evidence on manufacture exporters, this paper
also contributes to identify the differences between service exporters and manufac-
ture exporters. The main results can be summarized as follows. There is a large het-
erogeneity across exporters of services regarding the number of destinations and va-
rieties supplied. Exports of services are concentrated in a small group of firms. These
firms export to many destinations, but they do not offer many varieties. Moreover,
firms concentrate their service exports in one variety and one destination. Spanish
firms tend to select destinations that have a large market size, are relatively close to
Spain and belong to the European Union. Regarding the dynamics of destination and
product portfolios, the results suggest that firms follow a weak productivity hierar-
chy when adding and dropping new destinations and service varieties. Results also
suggest that the number and the value of transactions play an important role in ex-
plaining firm-level export dynamics.

Some of these results, such as the heterogeneity in destinations and products,
or the concentration of exports per firm, are similar to those found for exporters of
manufactures. This seems surprising given the substantial differences between ser-
vices and manufactures?. However, I also identify some differences between ex-
porters of services and exporters of manufactures. Service exporters, as average, have
a higher number of destinations and the number and value of transactions play a more
important role in explaining the evolution of aggregate exports. This suggests that
service exporters are more likely to increase the value of their foreign operations in-
tensifying the relations in the markets they are already present, than expanding to
new markets [Ariu, 2016a].

The rest of the paper is organized as follows. Section 1 presents the database
used in the empirical analyses, Section 2 presents the results of the empirical analy-
ses and Section 3 concludes.

1. Darta

Data for the empirical analyses are from the Spanish Statistical Institute’s (INE)
Index of International Trade in Services (IITS) database. The IITS includes all firms
that export services on a regular basis according to the Bank of Spain Foreign Pay-
ments and Collections Declarations System?. It complements this information by ran-
dom samples from three additional populations: 1) Firms listed in the Large Firms
Valued Added Tax File of the Spanish Revenue Agency which declare an international
transaction and are not included in the regular exporters group; 2) Firms listed in the

(2) For example, services are not tangible, cannot be stored and frequently require the simultaneous
presence in space and time of both the customer and the supplier.

(3) A firm is a regular exporter if it exports, at least, in a quarter during four consecutive years.
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Large Firms Valued Added Tax File of the Spanish Revenue Agency which do not
declare any international transaction in goods and are not included in the previous
group; 3) Firms with more than 10 employees included in INE’s Firms’ General Di-
rectory (DIRCE). Every year the IITS renews 25% of the firms included in the ran-
dom samples.

Firms might belong to any economic activity (primary sector, industry and ser-
vices). IITS classifies services exports into the 51 categories of the Extended Bal-
ance of Services Classification (EBOPS)*. It is important to point out that this dis-
aggregation level is much lower than found for manufactures’ classifications, which
can identify more than 5,000 product categories. Hence, we should be careful when
comparing exporters of manufactures and services regarding the range and dynam-
ics of the product portfolio. The IITS observation reports the code of the firm, the
number of employees, the classification of the exported service, the destination coun-
try, the year and the quarter in which the export operation took place. Our period of
analysis is 2008-2013. We exclude from the sample all transactions below 1,500 €,
and all firms with no employees.

Table A1 in the appendix presents the average number of firms, employees and
exports during the period 2008-2013. As average, the IITS sample includes almost
3,000 firms per year, which employ around 1.5 million employees and account for
37 billion € in service exports; 83% of firms operate in services, 13% in manufac-
turing and the remaining 4% in primary & mining, and utilities; 80% of the employees
covered in the sample work in the services sector and 88% of service exports are car-
ried out by firms that operate in the services sector. Manufacturing accounts for 9%
of service exports and the remaining 3% by the rest of sectors. The IITS is repre-
sentative of the firms that export services regularly, and covers between 75% and 80%
of services exports recorded by the Bank of Spain [INE, 2008]. The average exports
per firm are 12,5 million € and the average number of employees per firm is 505.

Table A2 in the appendix presents the main export of each 2-digit NACE sub-
sector. Most of primary and manufacturing industries export business services and
few of them export transportation services. The construction and services industries
export their activity. Table A3 shows that most of service exports correspond to other
business services: 47%; the next chapters in the ranking are transportation (24%),
computer and information services (14%) and financial services (5%).

2. EMPIRICAL ANALYSES ON THE GEOGRAPHY, VARIETY AND DYNAMICS
OF SERVICE EXPORTERS

In this section I analyze the heterogeneity in the number of destinations and va-
rieties among service exporters. I also study the concentration of exports across and
within firms, the hierarchy of destinations and varieties, and the extensive and in-
tensive margins of trade, from a static and a dynamic perspective.

(4) We exclude from the analysis two sub-chapters: reinsurance premiums and reinsurance compen-
sations, because they might take negative values in the year 2008.
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2.1. Number of destinations and service varieties

Figure 1a and 1b present the percentage of firms by number of destinations and
number of service varieties. The figures show that there is heterogeneity in the num-
ber of destinations and varieties across exporters of services. Around 26% of exporters
only serve one destination, 12% two destinations and 9% three destinations. If we com-
pare our results with those reported by Bernard et al. (2012) for exporters of manu-
factures, we find that the percentage of exporting firms that only export to one mar-
ket is lower in services than in manufactures (26% vs. 64%)>. One possible explanation
is that some services are provided through the Internet. In these cases, the market-spe-
cific barriers are lower. If a firm has the productivity-level to break-in a foreign mar-
ket, it will not face large costs to expand to new markets. Another possible explana-
tion is related to the fact that the provision of a service to a foreign customer by a firm
in its domestic market is recorded as an export of services. For example, if a Spanish
bus company provides a transport service to a foreign tour-operator, this service will
be accounted as exports. In these cases as well, the cost of providing a service to a dif-
ferent country seems to be lower than when the local firm has to provide the service
or sell the product in the foreign market, such as in manufactures. In fact, we find that
the number of destination per exporter is higher in transportation (10), characterized
by the provision of services to foreign customers in the local market, and in computer
services (7), which rely heavily on the Internet, than in business services (6) and con-
struction (3), which have much higher market-specific entry costs®.

Figure 1a: PERCENTAGE OF EXPORTERS BY NUMBER OF DESTINATIONS
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Source: Author’s own elaboration from IITS database.

(5) Gaulier et al. (2011) also find that the number of destinations is larger in service exporters than
in goods exporters in France.

(6) See Walsh (2008) and Borchert et al. (2012).
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Figure 1b: PERCENTAGE OF EXPORTERS BY SERVICE VARIETIES
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Source: Author’s own elaboration from IITS database.

The specialization is much higher regarding service varieties: 73% of ex-
porters only sell one variety, 17% sell two varieties and 6% export three varieties.
However, we should be careful with this analysis, because the level of varieties dis-
aggregation is low: 51. This low level might conceal the fact that firms supply dif-
ferent varieties within each broad category.

I analyze whether size, measured by the number of employees, is correlated with
the number of destinations and services provided by the exporter. The estimated re-
gression is

lan-,= Ot+ﬂlnLi, [1]

where N, is the variable of interest (number of destinations or number of services)
of exporter i at time ¢, o is a constant and L;; is the number of employees. As shown
in Table 1, size is positively correlated with the number of destinations and varieties
exported by a firm. The positive relationship between size and the number of desti-
nations and services might be explained by the positive correlation between size and
productivity found by empirical studies [Bernard et al., 2007]. For example, for firms
operating in the service sector in Spain, Minondo (2013) finds that exporters tend
to be both larger and more productivity. For activities that face market-specific costs,
there is a positive correlation between firm productivity and number of destinations
[Lawless, 2009; Bernard et al., 2013]. Likewise, if firms have to face a sunk cost
every time they introduce a new variety, only the most productive firms will market
many varieties [Bernard et al., 2010].
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Table 1: RELATIONSHIP BETWEEN THE NUMBER OF DESTINATIONS AND NUMBER
OF SERVICES, AND FIRM-LEVEL PRODUCTIVITY

(Ln) Number of destinations  (Ln) Number of services

Ln (Employment) 0.225%%* 0.037%**
(0.004) (0.001)
Observations 17,876 17,876

Note: ***, * Statistically significant at 1% and 10% respectively. Standard errors in parentheses.
Regressions include year and industry 2-digit fixed effects.

Source: Author’s own elaboration from IITS database.

2.2. Concentration of exports across firms and within firms

Table 2 presents data on the concentration of exports across firms. Panel A cov-
ers the concentration by firms, Panel B by firms and number of destinations, and
Panel C by firms and number of services. Exports are highly concentrated by firms:
the top 1% of exporters account for 55% of all exports and the top 5% account for
75% of all exports. These percentages are similar to those reported by Mayer and
Ottaviano (2007) for exporters of manufactures in some European countries, but
lower than those presented in Bernard ef al. (2007) for US trade. As shown in Panel
B, exports are concentrated in firms that serve a large number of destinations. In par-
ticular, firms exporting to more than 50 destinations account for 41% of all exports.
However, there is no positive correlation between the number of varieties and the
amount of exports. Firms exporting only one variety represent 55% of all exports and
firms exporting more than 5 varieties only represent 3% of exports. This is in stark
contrast with manufacture exporters, where exports are concentrated in firms that ex-
port a large number of products [Bernard et al. 2007]. However, as mentioned be-
fore, we should be very careful with this comparison, because the disaggregation
level for manufactures is much larger than for services.

Itis also interesting to analyze how exports are concentrated across destinations and
varieties within a firm. Table 3-Panel A presents the distribution of firm-level exports
by top destinations. As average, firms sell 68% of their exports in their top export des-
tination; this percentage is 3.5 times higher than the share of the second destination
(19.3%) and 6.8 times higher than the third destination’. These results are similar to those
found by Breinlich and Criscuolo (2011) for exporters of services in the United King-
dom. The table also presents data on the share of each destination for firms with differ-
ent number of destinations. For example, for firms that only export to two destinations,
the first destination is four times more important than the second destination. As the num-
ber of destination increases, the weight of the top destination is reduced. Notwithstanding
this trend, the weight of the top destination remains important; for example, for firms
that export to 50 destinations the top market still represents 30% of total exports.

(7) Itis important to note that the sum of percentages does not have to add-up to 100, because figu-
res are calculated as averages across firms.
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Table 2. CONCENTRATION OF EXPORTS

Panel A. Top exporters

Top exporters N° of firms % of firms % of exports
1 179 1 55
894 75
10 1788 10 83
20 3576 20 91

Panel B. Concentration by firms and number of destinations

N° of destinations N° of firms % of firms % of exports
1 4571 26 7
2 2120 12 4
3-5 3835 21 8
6-10 3176 18 8
11-25 2896 16 18
26-50 901 5 14
>50 377 2 41

Panel C. Concentration by firms and number of services

N° of services N° of firms % of firms % of exports
1 13018 73 55
2 3012 17 28
3 1070 6 11
4 433 2 2
5 150 1 1
>5 193 1 3

Source: Author’s own elaboration from IITS database.

Regarding the number of varieties, the weight of the top service is very high.
For all exporters, the top service represents 94% of exports, and the second service
only 20% of exports. The weight of the first service remains very high when we an-
alyze the shares by number of services exported. For example, for firms that export
two services, top service exports are four times higher than second service exports.
Compared to the number of destinations, the weight of the top service reduces more
gradually, remaining above 60%.

2.3. Destinations and service hierarchies

As explained in Lawless (2009), trade models based on firm-heterogeneity pre-
dict a strict hierarchy of destinations. It is assumed that each destination has a cut-
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off threshold productivity and firms can rank destinations based on this threshold.
Hence, firms should follow a strict order when adding new destinations: they should
start exporting to the destination with the lowest threshold and follow with the des-
tination with the next lowest threshold. Firms will stop adding destinations when their
productivity is lower than the cut-off productivity of the next destination. I use the
procedure developed in Eaton et al. (2011) to test the strict hierarchy prediction in
the top five destinations of Spanish service exporters. Top five destinations are iden-
tified by the number of firms that export to these markets (Table 4-Column 1). These
markets, from top to bottom, are: France, United Kingdom, Germany, Portugal and
Italy. If there was a strict hierarchy, Spanish service exporters would add new des-
tinations following the order of the most important destinations. So, firms should be-
gin exporting to France; then, they should expand to the United Kingdom, then to
Germany, then to Portugal and, finally, to Italy. Table 4-Column 5 reports the num-
ber of exporters in each destination-combination. For example, the number corre-
sponding to FR denotes that 1,046 Spanish firms exported services to France but not
to the United Kingdom, Germany, Portugal or Italy. Only 28% of firms (5009/17876)
obey the strict hierarchy rule for the top five destinations. This low percentage does
not support the strong destination hierarchy model.

Table 4: HIERARCHY OF DESTINATIONS

Export Number of Fraction of Destinations Actual  N° of exporters

destination firms exporters combination number of under
exporters independence

assumption

FR 8,557 479 FR 1,046 1,035

UK 7,867 44.0 FR-UK 353 814

DE 7,841 439 FR-UK-DE 474 636

PT 6,989 39.1  FR-UK-DE-PT 410 408

IT 6,578 36.8  FR-UK-DE-PT-IT 2,726 238

dAens)t/inati on 17,876 100.0 Total 5,009 3,131

Note: FR = France; UK = United Kingdom; DE = Germany; PT = Portugal; IT = Italy. The destina-
tions combination FR-UK means that the firm exports to France and the United Kingdom, but not to
another top 5 destination.

Source: Author’s own elaboration from IITS database.

However, firms seem to follow a weaker version of a destination hierarchy. Col-
umn 6 in Table 4 reports the number of firms expected to export to each destination
combination if selling in one market was independent of selling in another market.
To calculate these figures, first, I calculate the independent probabilities of export-
ing to each of the five top markets (Table 4-Column 2). Then, I multiple the num-
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ber of exporters by the independent probabilities of exporting to the selected com-
bined destinations, and by the independent probabilities of not exporting to rest of
the top five destinations. The comparison of the total figure in column 6 with the fig-
ure in column 5 shows that the number of firms following a strict hierarchy under
independence is around 60% of what we observe in the data (3131/5009). This re-
sult points out that the ranking of hierarchies does not follow a pure independence
rule, giving support to the weak version of a destination hierarchy.

Following Lawless (2009), we look to the entry and exit of firms from export
destinations as an additional proof for the existence of a weak destination hierarchy.
The theory predicts that a firm should enter destinations that are less popular than
the destinations it is already serving; and a firm should leave the least popular des-
tination within its set of destinations. Figure 2 analyzes this hypothesis. The hori-
zontal axis measures the change in the number of destinations served by a firm be-
tween year ¢ and year 7+/; the vertical axis measures the change in the ranking of
the least popular market between year ¢ and year 7+ /. Firms are expected to locate
in the upper-right quadrant and the lower-left quadrant. As shown in the figure, the
majority of firms are located on these quadrants, which gives some support to the
weak hierarchy hypothesis.

Figure 2: HIERARCHY IN ENTRY AND EXIT
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Source: Author’s own elaboration from IITS database.
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Recent models on multiple-product firms also predict a hierarchy in how firms add
or remove varieties from their export portfolio. Bernard et al. (2010) argue that firms
start exporting the variety in which their profitability is higher and expand their export
portfolio with less profitable varieties. As profitability determines export volumes, the
model predicts that when a firm adds a new variety its exports should be lower than the
exports of incumbent varieties; and when a firm drops a variety from its export-port-
folio, exports of the dropped variety ought to be lower than exports of the remaining
varieties. In our sample, when a variety was dropped the export value of the dropped
variety was lower than the minimum value of the remaining varieties in 70% of cases;
in 63% of cases the export value of the added variety was lower than the minimum ex-
port value of the incumbent varieties. These results support the claim that exporters also
follow a weak hierarchy when adding and dropping new service varieties.

2.4. Extensive and intensive margins of trade

Following Breinlich and Criscuolo (2011), this section analyzes the contribu-
tion of the extensive and intensive margins to the differences in service exports across
firms and countries. To analyze the differences in exports across firms, total firm-
exports are divided into three components: number of destinations, number of ser-
vice varieties, and exports per destination and service variety. The first two compo-
nents belong to the extensive margin of trade and the third component to the
intensive margin of trade. To determine the contribution of each margin to explain
the difference in exports across firms, I run separate regressions of the log of each
component on the log of exports:

lnNil =0+ ﬂ lnX,», [2]

where N, is the dependent variable of interest (number of destinations, number of
service varieties, and exports per destination per variety) of firm 7 at time ¢, o is a
constant and X, are firm-level exports at time .

Table 5-Panel A shows that the intensive margin is much more important than
the extensive margin in explaining the differences in exports across firms. The in-
tensive margin explains 70% of the difference in exports across firms, the number
of destinations explains 26% of the differences and the number of services only ex-
plains 4% of the differences. These results are similar to those reported by Brein-
lich and Criscuolo (2011) for exporters of services in the United Kingdom. The con-
tribution of the intensive margin is also similar to that found for merchandises
[Bernard et al., 2007].

We can use a similar procedure to understand the differences in Spanish service
exports across countries:

InN;, = a+ B InX, [3]

where N is the dependent variable of interest (number of firms, number of varieties
and average export value per firm and variety) for destination j and time #, o is a con-
stant and X, total export of services to destination j at time . Table 5-Panel B shows
that the number of firms explains 53% of the difference in exports across countries,
the number of services explains 29% of the differences and the intensive margin ex-
plains 18% of the differences.
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Table 5: Panel A. CONTRIBUTION OF THE EXTENSIVE AND THE INTENSIVE
MARGINS TO DIFFERENCES IN SERVICE EXPORTS ACROSS FIRMS (2008-2013)

Extensive margin Intensive margin

N° of destinations N° of services Exports per destination

(log) (log) and service (log)
Value of exports (log) 0.263 0.036 0.701
(0.006) (0.003) (0.007)
Observations 17,876 17,876 17,876
R-squared 0.26 0.02 0.72

Note: The regression coefficient is estimated in a regression where the (log) of the component is
regressed on the (log) of firm exports. All regressions include industry 2-digit and year fixed ef-
fects. Standard errors in parentheses clustered at the firm level. All coefficients are statistically sig-
nificant at 1%.

Panel B. CONTRIBUTION OF EXTENSIVE AND INTENSIVE MARGINS TO DIFFERENCE
IN SERVICE EXPORTS ACROSS COUNTRIES (2008-2013)

Extensive margin Intensive margin
N° of firms NP° of services Exports per firm
(log) (log) and service (log)
Section 1
Value of exports (log) 0.530%*%* 0.293%*%* 0.177%%**
(0.006) (0.004) (0.009)
Observations 1,291 1,291 1,291
R-squared 0.86 0.82 24
Section 2
GDP destination (log) 0.521%*%* 0.266%%** 0.1007%**
(0.011) (0.008) (0.017)
Distance (log) -0.469%%** -0.353%%** 0.072
(0.051) (0.034) (0.076)
Language 1.284%#%%* 0.827%%* 0.167
(0.078) (0.051) (0.115)
Adjacency 0.531%%* -0.415%%%* 0.513
(0.232) (0.155) (0.345)
Trade agreement 0.697%** 0.174%** -0.226*
(0.080) (0.054) (0.120)
Observations 870 870 870
R-squared 0.83 0.74 0.05

Note: In Section 1 the regression coefficient is estimated in a regression where the (log) of the
component is regressed on the (log) of firm exports. All regressions include year dummies. Stan-
dard deviations in parentheses. ***, **_* statistically significant at 1%, 5% and 10% respectively.

Source: Author’s own elaboration from IITS database.
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In the second section of the table, I analyze how gravity forces influence each trade
component:
InNj, = a+ By InGDP;, + B, Indist; + B; lang; + B, adj; + Bs RTA; [4]

Jt

where N}, is the same dependent variable of interest as in equation [3], o is a con-
stant, GDP}, is the GDP of the importing country j at time ¢, dist; is the distance be-
tween the destination and Spain, lang; is a dummy variable that takes the value of 1
if Spain and the importer speak the same language and zero otherwise, adj; is a
dummy variable that takes the value of 1 if Spain and the importer share a border
and zero otherwise, and RTA ; is a dummy variable that takes the value of 1 if Spain
and the importer belong to the same trade agreement and zero otherwise®.

Estimations show that a larger GDP in the destination market, a lower distance,
speaking the same language, sharing a border and belonging to the same trade agree-
ment increase the number of exporters®. Except for sharing a border, the effect of the
rest of variables is the same on service varieties. However, the intensive margin is
only correlated positively with the size of the market and negatively with belonging
to the same trade agreement. This result is different to that reported by Bernard et
al. (2007) for merchandises, who find that the intensive margin is negatively related
with GDP and positively related with distance.

I end up the empirical analyses looking to the contribution of the extensive and
intensive margins to the evolution of aggregate service exports. As 25% of the non-
regular firms are renewed in the sample every year, I restrict the analysis to firms that
are present during the whole period 2008-2013. This period is interesting because
it encompasses a time-interval characterized by a severe decline in world exports and
a time-interval characterized by a sharp recovery in trade flows. As shown in Table 6,
the extensive margin is divided into three components: number of destinations
(dest), number of services (ser) and number of transactions (tran). I proxy, loosely,
this latter component by the number of quarters a firm exports a variety to a desti-
nation. Now, the intensive margin is the value of exports per transaction. I add an-
other component, which captures the combined effect of the changes in all previous
components. For each component, I distinguish between the contribution of the in-
crease of the component and the contribution of the decrease of the component. As
shown in the table, between the year 2008 and the year 2009 export of services by
regular exporters suffered a severe decline: 17%. In the year 2010 exports grew by
11% and kept on rising until 2012; however, in the year 2013, there was a small de-
cline in the value of service exports by regular exporters.

(8) GDP data is obtained from the World Bank’s Word Development Indicators database (available
at http:\\databank.worldbank.org). The rest of variables are obtained from CEPII’s database (avail-
able at http:\\www.cepii.fr).

(9) As explained in Feenstra and van Wincoop (2012), not controlling for destination effects might bias
the estimated coefficients. However, the inclusion of destination-specific fixed effects would preclude
the estimation of the coefficients of the variables that are invariant in time, such as distance, language,
adjacency and sharing a trade agreement (which does not change in the short period covered in our sam-
ple). Hence, recognizing the limitations of the estimations, and following the procedure of previous stud-
ies [Bernard, 2007; Lawless, 2010], we estimate the equation without destination-specific fixed effects.
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The year-to-year evolution is governed by the evolution in the number of trans-
actions, a component of the extensive margin, and the value per transaction, a com-
ponent of the intensive margin, and the combined effect of both components. These
results are in line with Ariu (2016a), who also finds an important role for the trans-
action margin in the dynamics of services exports. The contribution of the other com-
ponents of the extensive margin, new destinations and new varieties, to annual
growth rates is modest. In fact, as shown in Table A4 in the appendix, the average num-
ber of destinations per firm remains quite stable during the period 2008-2012, and rises
in 2013; the average number of service varieties per firm remains quite stable during
the whole period. I also observe a large degree of stability in the adding and dropping
of destinations and service varieties at the firm level (gross churning). Regarding the
churning of destinations, around 40% of firms do not change the number of markets
they serve, and less than 20% add or drop a destination (Figure 3a). The stability is
even more remarkable at the service variety level (Figure 3b): more than 80% of firms
do not add or drop a service variety. This contrast with the evidence for manufactur-
ing firms, which finds much larger changes in the product mix within firms, especially
in developed countries [Bernard et al., 2010; Goldberg et al. 2010]. However, as men-
tioned before, we should be very careful with this latter comparison, due to the dif-
ferences in disaggregation levels between service and manufacture classifications.

3. CONCLUSIONS

Recent studies which measure trade with value added point out that services and
manufactures represent similar shares of world exports [Johnson, 2014]. Despite is
importance in international trade, evidence of firm-level exports of services is scant.
The contribution of this paper is to enhance our knowledge on the characteristics of
services exporters using firm-level Spanish data for the period 2008-2013. In par-
ticular, it analyzes the differences across firms regarding destinations, varieties and
value of exports; the contribution of the most important markets and varieties to firm
level exports; and the micro-structure of trade dynamics. As previous studies based
on exporters of manufactures, I find heterogeneity across service exporters regard-
ing the value of exports, number of destinations served and number of varieties ex-
ported. As for manufacture exporters, the adding and dropping of destinations and
varieties follow a weak hierarchy rule and the intensive margin is the main contrib-
utor to the difference in exports across firms. However, I also identify some differ-
ences between exporters of services and exporters of manufactures. In particular, ser-
vice exporters have a larger number of destinations and the number and value of
transactions contribute more to changes in the aggregate value of exports.

We can draw some policy recommendations from our findings. First, the het-
erogeneity in the number of destinations across firms suggests that exporters en-
counter destination-specific fixed costs for some services. A policy to reduce and ho-
mogenize the technical barriers across countries would facilitate the entry of firms
in new markets. Notwithstanding that, our results also suggest that firm exports are
highly concentrated in one country and in one product. Hence, policies aiming to fos-
ter service exports should take into account that exports’ growth is more likely to hap-
pen through the intensification of the presence in one market, rather than the ex-
pansion to other markets.
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Figure 3a: CHURNING OF DESTINATIONS
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Source: Author’s own elaboration from IITS database.

Figure 3b: CHURNING OF SERVICE VARIETIES
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Source: Author’s own elaboration from IITS database.
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Table A1: NUMBER OF FIRMS, EMPLOYEES AND EXPORTS INCLUDED IN THE SAMPLE.
AVERAGE FOR THE PERIOD 2008-2013

Sector Firms Employees Exports (million €)
Total 2,979 1,504,907 37,341
Primary & mining 9 1,485 112
Manufacturing 394 203,102 3,333
Utilities 15 28,846 113
Construction 100 64,514 1,011
Services 2,461 1,206,960 32,772

Source: Author’s own elaboration from IITS database.

Table A2: MAIN SERVICES EXPORT PER NACE 2-DIGIT INDUSTRIAL ACTIVITY

NACE 2-digit industrial activity

Services export chapter

Crop, animal production and hunting

Forestry and logging

Fishing and aquaculture

Mining of coal and lignite
Extraction of crude petroleum and gas
Other mining and quarrying

Mining support service activities
Food products

Beverages

Tobacco products

Textiles

Wearing apparel

Leather and related products

Wood and wood products

Paper and paper products

Printing and reproduction of recorded media
Coke and refined petroleum products
Chemicals

Pharmaceutical products

Rubber and plastic products

Other non-metallic mineral products
Basic metals

Fabricated metal products

Personal, cultural and
recreational services

Other business services
Other business services
Other business services
Other business services
Other business services
Construction services
Other business services
Other business services
Other business services
Other business services
Other business services
Transportation
Transportation

Other business services
Other business services
Transportation

Other business services
Other business services
Other business services
Transportation

Other business services
Construction services
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NACE 2-digit industrial activity

Services export chapter

Computer, electronic and optical products
Electrical equipment

Machinery and equipment

Motor vehicles

Other transport equipment

Furniture

Other manufacturing

Repair and installation of machinery and equipment
Electricity, gas, steam and air conditioning supply
Water collection, treatment and supply

Waste collection, treatment and disposal activities
Remediation activities

Construction of buildings

Civil engineering

Specialized construction activities

Sale and repair of motor vehicles and motorcycles
Wholesale trade

Retail trade

Land transport

Water transport

Air transport

Warehousing and support activities for transportation
Postal and courier activities

Accommodation

Food and beverage service activities

Publishing activities

Motion picture, video and television

Programming and broadcasting activities

Telecommunications

Computer programming, consultancy
and related activities

Information service activities

Financial service activities

Insurance, reinsurance and pension funding
Activities auxiliary to financial services
and insurance activities

Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Construction services
Construction services
Construction services
Other business services
Other business services
Other business services
Transportation
Transportation
Transportation
Transportation
Transportation

Other business services
Other business services
Other business services

Personal, cultural and
recreational services

Personal, cultural and
recreational services
Communications services
Computer and information
services

Computer and information
services

Financial services
Insurance services
Financial services
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NACE 2-digit industrial activity

Services export chapter

Real estate activities

Legal and accounting services

Management of consultancy activities
Architectural and engineering activities
Scientific research and development
Advertising and market research

Other professional, scientific and technical activities
Veterinary activities

Rental and leasing activities

Employment activities

Travel agencies and tour operators

Security and investigation activities

Services to buildings and landscape activities
Office administration, office support and other
business support activities

Public administration and defense

Education
Human health activities

Residential care activities
Social work activities without accommodation
Creative, arts and entertainment activities

Libraries, archives, museums and other
cultural activities

Gambling and betting activities

Sports activities and amusement and
recreation activities

Activities of membership organizations

Repair of computers and personal and
household goods
Other personal service activities

Activities of extraterritorial organizations and bodies

Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Other business services
Transportation

Other business services
Other business services
Other business services

Personal, cultural and
recreational services

Other business services

Personal, cultural and
recreational services

Personal, cultural and
recreational services

Personal, cultural and
recreational services

Personal, cultural and
recreational services

Personal, cultural and
recreational services

Other business services
Other business services

Financial services
Other business services

Personal, cultural and
recreational services

Other business services

Source: Author’s own elaboration from IITS database.
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Table A3: EXPORTS BY MAIN CHAPTER
(PERCENTAGE OF TOTAL EXPORTS; 2008-2013 AVERAGE)

Export chapter Share
Other business services 47
Transportation 24
Computer and information services 14

Financial services

Communications services

Construction services

Insurance services

Royalties and license fees

Personal, cultural and recreational services
Government services

S = = NN W

Source: Author’s own elaboration from IITS database.

Table A4: AVERAGE NUMBER OF DESTINATIONS
AND VARIETIES PER FIRM, 2008-2013

Year Number of destinations Number of varieties
2008 8.42 1.46
2009 8.34 1.41
2010 8.50 1.44
2011 8.93 1.45
2012 9.05 1.46
2013 9.96 1.60

Source: Author’s own elaboration from IITS database.
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RESUMEN

Este trabajo analiza, a partir de microdatos, las diferencias en la cartera de
destinos y variedades de las empresas exportadoras de servicios. Al igual
que en las empresas exportadoras de manufacturas, existe heterogeneidad
entre los exportadores de servicios con relacion al valor exportado, el nu-
mero de paises a los que exportan y la variedad de servicios que ofrecen.
Sin embargo, en comparacién a los exportadores de manufacturas, las em-
presas exportadoras de servicios tienen un mayor nimero de destinos, y el
nimero y el valor de las transacciones juegan un papel mds relevante en la
evolucion de las exportaciones.

Palabras clave: servicios, exportaciones, datos de empresa, heterogeneidad.
Clasificacion JEL: F14, F19, F23.
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