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New	  Perspec7ves	  

•  This	  talk	  draws	  on	  several	  recent	  papers:	  

–  “Mul7-‐Product	  Firms	  and	  Trade	  Liberaliza7on”,	  working	  paper,	  Sept	  2010	  

•  Andrew	  B.	  Bernard,	  Stephen	  J.	  Redding	  and	  Peter	  K.	  SchoV	  

–  “The	  Margins	  of	  U.S.	  Trade”,	  AER,	  May	  2009	  

•  Andrew	  B.	  Bernard,	  J.	  Bradford	  Jensen,	  Stephen	  J.	  Redding	  and	  Peter	  K.	  
SchoV	  

–  “Wholesalers	  and	  Retailers	  in	  U.S.	  Trade”,	  AER,	  May	  2010	  

•  Andrew	  B.	  Bernard,	  J.	  Bradford	  Jensen,	  Stephen	  J.	  Redding	  and	  Peter	  K.	  
SchoV	  
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New	  Perspec7ves	  
•  This	  conference	  focuses	  on	  the	  role	  of	  
heterogeneous	  firms	  in	  foreign	  trade	  and	  
investment.	  

•  This	  talk	  focuses	  which	  firms	  are	  trading	  

•  Exports	  respond	  differently	  to	  trade	  costs,	  
country	  characteris7cs	  and	  large	  economic	  
shocks	  depending	  on	  who	  is	  trading.	  

•  In	  the	  aggregate	  this	  maVers	  for	  trade	  and	  
welfare.	  
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Original	  Perspec7ves	  

•  Countries	  trade	  (Ricardo,	  H-‐O)	  
–  Endowments	  and	  industry	  characteris7cs	  maVer	  for	  
aggregate	  flows	  

•  Two-‐way	  flows	  in	  trade	  (Krugman,	  Ethier,	  
Helpman-‐Krugman)	  
–  Product	  heterogeneity/variety	  maVers	  
–  Firms	  exist	  but	  are	  symmetric	  so	  firm	  iden7ty	  is	  not	  
important	  

•  Increasing	  returns	  in	  produc7on	  

5	  



A	  Recent	  New	  Perspec7ve	  

•  Firms	  trade	  
–  Exporters	  and	  non-‐exporters	  in	  the	  same	  industry	  
–  Firm	  heterogeneity	  exists	  and	  is	  related	  to	  export	  status	  

•  Firms	  make	  and	  export	  a	  single	  product	  and	  send	  it	  
“abroad”	  

•  Export	  status	  maVers	  
–  Trade	  status	  is	  correlated	  with	  firm	  performance	  

•  Exporters	  are	  ex	  ante	  more	  produc7ve	  

•  The	  extensive	  margin	  of	  trade	  maVers	  
•  Selec7on	  offers	  new	  poten7al	  gains	  from	  trade	  

6	  



A	  More	  Recent	  New	  Perspec7ve	  

•  Firms	  make	  and	  export	  a	  single	  product	  and	  send	  it	  to	  
one	  or	  more	  markets	  (e.g	  Eaton,	  Kortum	  and	  Kramarz)	  

•  Firms	  trade	  with	  countries	  
–  Single	  des7na7on	  exporters	  coexist	  with	  mul7ple	  
des7na7on	  exporters	  

•  Another	  extensive	  margin	  of	  trade	  (des7na7ons)	  
–  #	  of	  des7na7ons	  is	  correlated	  with	  firm	  performance	  

•  Bigger	  exporters	  serve	  more	  markets	  (and	  ship	  more	  to	  each	  
market)	  
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The	  Most	  Recent	  Perspec7ve	  

•  Firms	  make	  mul7ple	  products	  and	  export	  some	  or	  
all	  of	  them	  to	  one	  or	  more	  markets	  

•  Mul7-‐product	  firms	  dominate	  produc7on	  and	  
exports	  
– Not	  every	  product	  is	  shipped	  to	  every	  country	  

•  Another	  extensive	  margin	  of	  trade	  (products)	  
–  #	  of	  products	  is	  correlated	  with	  firm	  performance	  

•  Bigger	  exporters	  export	  more	  products	  to	  more	  markets	  
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The	  Next	  Perspec7ve	  

•  Deeper	  understanding	  of	  export	  dynamics	  
– The	  long	  run	  and	  short	  run	  look	  quite	  different	  
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Cross-‐Country	  Trade	  Flows	  -‐	  US	  
(BRS,	  2010)	  
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•  Mean	  net	  contribu7on	  of	  entry/exit: 	  -‐31	  percent	  

•  Mean	  net	  contribu7on	  of	  add/drop: 	  31	  percent	  

•  Mean	  net	  contribu7on	  of	  intensive: 	  101	  percent	  

Short-‐run	  Dynamics	  (BJRS	  2009)	  
Export	  Growth	  ($Billion)	  

Extensive	  margins	  likely	  less	  
influen7al	  here	  than	  in	  cross	  sec7on	  
because	  entrants/adds	  are	  small	  

rela7ve	  to	  incumbents	  
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Medium-‐run	  Dynamics	  (BJRS	  2009)	  

Note:	  Contribu7on	  of	  intensive	  margin	  to	  export	  growth	  is	  	  
rela7vely	  less	  important	  in	  longer	  differences	  

Export	  Growth	  ($Billion)	  
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The	  Next	  Perspec7ve	  

•  Deeper	  understanding	  of	  export	  dynamics	  
– The	  long	  run	  and	  short	  run	  look	  quite	  different	  

•  More	  complete	  picture	  of	  who	  is	  trading	  
– Direct	  versus	  indirect	  expor7ng	  
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Intermediaries	  in	  Interna7onal	  Trade	  
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Intermediaries	  in	  Interna7onal	  Trade	  
•  What	  is	  the	  role	  of	  intermediaries	  in	  trade,	  in	  
economy	  more	  generally?	  

•  Trade	  models	  typically	  assume	  producers	  in	  one	  
country	  trade	  directly	  with	  final	  consumers	  in	  
another.	  

•  Trade	  can	  involve	  long	  chains	  of	  poten7ally	  
independent	  actors,	  with	  goods	  moving	  through	  
wholesale	  and	  retail	  networks	  that	  affect	  both	  the	  
magnitude	  and	  nature	  of	  trade	  fric7ons	  and	  
therefore	  trade	  paVerns	  and	  welfare	  gains	  from	  
trade.	  
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Intermediaries	  in	  Interna7onal	  Trade	  

•  How	  important	  are	  intermediaries	  in	  aggregate	  
trade?	  

•  Why	  do	  they	  exist?	  

•  What	  do	  they	  look	  like?	  

•  What	  country	  and	  product	  characteris7cs	  
determine	  the	  choice	  between	  direct	  and	  
indirect	  modes	  of	  expor7ng?	  
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Related	  Literature	  
•  Empirics	  

– Bernard,	  Jensen,	  and	  SchoV	  (2009)	  [US];	  Blum,	  
Claro	  and	  Horstmann	  (2009)	  [Chile];	  Ahn,	  
Khandelwal,	  and	  Wei	  (2010)	  [China];	  Akerman	  
(2010)	  [Sweden];	  Bernard,	  Jensen,	  Redding,	  and	  
SchoV	  (2010)	  [US]	  

•  Theory	  
– Petropoulou	  (2007)	  
– Blum,	  Claro	  and	  Horstmann	  (2009)	  
– Ahn,	  Khandelwal,	  and	  Wei	  (2010);	  Akerman	  (2010)	  
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Wholesalers	  and	  Retailers	  
•  Wholesale	  and	  retail	  firms	  account	  for	  23%	  of	  US	  firms	  
and	  25%	  of	  US	  employment	  in	  2000	  (BJS	  2009)	  

•  Wholesale/Intermediary	  firms	  account	  for:	  

–  10%	  of	  exports	  and	  23%	  of	  imports	  in	  the	  US	  

–  35%	  of	  imports	  in	  Chile	  (Blum,	  Claro	  and	  Horstmann,	  2009)	  

–  20%	  of	  exports	  in	  China	  (Ahn,	  Khandelwal,	  and	  Wei	  2010)	  

–  11%	  of	  exports	  and	  37%	  of	  imports	  in	  Italy	  
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Pure	  Intermediaries	  
•  “Technology”-‐based	  model	  (Ahn	  et	  al,	  
Akerman)	  
– Domes7c	  single-‐product	  firms	  can	  either	  export	  
directly	  or	  indirectly	  

– Producers	  and	  intermediaries	  are	  dis7nct	  firms.	  
–  Intermedia7on	  technology	  offers	  the	  poten7al	  to	  
lower	  the	  fixed	  costs	  of	  expor7ng	  by	  spreading	  the	  
country/industry	  component	  across	  varie7es.	  
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Pure	  Intermediaries	  
•  Fixed	  costs	  of	  expor7ng	  

– Country	  component	  –	  common	  to	  all	  products	  

–  Industry	  component	  –	  common	  to	  all	  countries	  
– Product-‐country	  component	  –	  specific	  to	  the	  
product	  and	  country	  
•  for	  example	  
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Pure	  Intermediaries	  
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Pure	  Intermediaries	  
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Pure	  Intermediaries	  
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Pure	  Intermediaries	  

24	  

d

xd

xdxid

i

fd

fi

fx

Fixed	  costs	  are	  
lower	  for	  

intermediaries	  

Variable	  costs	  
are	  higher	  



Pure	  Intermediaries	  
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Pure	  Intermediaries	  
•  More	  firms	  choose	  the	  intermedia7on	  
technology	  when:	  
– The	  idiosyncra7c	  (product/firm-‐specific)	  part	  of	  
fixed	  expor7ng	  costs	  is	  low	  

– The	  general	  (market/industry-‐specific)	  part	  of	  fixed	  
expor7ng	  costs	  is	  high	  

– The	  addi7onal	  variable	  costs	  are	  lower	  
•  Products	  with	  lower	  markups	  (Akerman,	  2010)	  
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Italian	  Data	  
•  Sta7s7che	  del	  Commercio	  Estero	  (COE)	  

–  All	  cross-‐border	  transac7ons,	  1998-‐2003	  
–  Exports	  by	  firm	  by	  country	  

•  No	  data	  on	  product-‐level	  exports	  (yet)	  

•  Archivio	  Sta7s7co	  Imprese	  Aqve	  (ASIA)	  
– Main	  ac7vity	  of	  firm,	  employment,	  sales	  

– Manufacturers	  and	  Wholesalers	  
•  Defined	  according	  to	  their	  primary	  NACE	  3digit	  industry	  
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Country	  Data	  
•  GDP	   	  –	  World	  Bank	  Development	  Indicators	  

•  Distance	   	  –	  CEPII	  
•  Governance	  –	  World	  Bank	  governance	  dataset	  

•  Costs	  of	  Expor7ng	  –	  World	  Bank	  Doing	  Business	  

•  Tariffs	   	  –	  WITS	  
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Differences	  Between	  Export	  Types	  
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•  Sales,	  Employment	  

Manufacturers	  are	  larger	  in	  terms	  of	  sales,	  much	  larger	  in	  terms	  of	  employment.	  
Exporters	  are	  larger	  –	  both	  manufacturers	  and	  wholesalers	  
Sales	  per	  employee	  are	  higher	  at	  wholesalers,	  especially	  for	  exporters	  

Dependent Variable DW DX DW*DX Observations R-squared 

Ln(Sales) -0.094 2.599 -0.006 985719 0.23 
(0.004) (0.006) (0.010) 

Ln (Employees) -0.520 1.415 -0.422 1022424 0.29 
(0.002) (0.003) (0.005) 

Ln (Sales/Employees) 0.435 1.174 0.399 985710 0.15 
(0.003) (0.004) (0.007) 
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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•  Industries,	  Countries	  

Differences	  Between	  Export	  Types	  
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#C f = c + Df
W + lnSize f + ε f

#I f = c + Df
W + lnSize f + ε f

Exporting firms 
Industry diversification Geographic Diversification 

DW DW 

NIE -0.565 NCE -3.871 
(0.026) (0.057) 

NIE(empl) 0.837 NIE(empl) -0.131 
(0.026) (0.053) 

NIE(sales) 0.353 NIE(sales) -1.522 
(0.023) (0.045) 

Manufacturers	  export	  to	  more	  countries	  
Wholesalers	  export	  in	  more	  industries	  



Des7na7ons	  
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Industries	  
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Intermediary	  Share	  in	  Exports	  

•  Indirect	  exporters	  have	  different	  characteris7cs	  
than	  direct	  exporters	  

•  Do	  they	  differ	  in	  terms	  of	  the	  markets	  they	  
serve?	  

•  Market	  characteris7cs:	  
– Size	  
– Distance	  
– Fixed	  export	  costs	  
– Variable	  export	  costs	  
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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b= 0.067 (0.014)
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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Market	  Characteris7cs	  

•  Indirect	  exporters	  are	  more	  likely	  to	  serve:	  
– Smaller	  markets	  

– Markets	  with	  high	  fixed	  costs	  of	  expor7ng	  
– Markets	  with	  weaker	  governance	  structures	  

•  Variable	  trade	  costs	  do	  not	  seem	  to	  maVer	  for	  
direct	  versus	  indirect	  exports	  
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Intermediary	  Share	  in	  Exports	  

•  Do	  they	  differ	  in	  terms	  of	  the	  products	  they	  
export?	  

•  Product	  characteris7cs*:	  
– Rela7onship	  specificity	  (Nunn)	  
– Elas7city	  (Broda-‐	  Weinstein)	  
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Direct	  versus	  Indirect	  
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Direct	  versus	  Indirect	  
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Aggregate	  Exports	  and	  Country	  
Characteris7cs	  

•  Modified	  country-‐level	  gravity	  regression	  
– GDP,	  distance,	  fixed	  cost	  measures,	  tariff	  

– Full	  set	  of	  interac7ons	  with	  wholesale	  dummy	  
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Aggregate	  Exports	  and	  Country	  
Characteris7cs	  

Table 5 
Total Exports 

Intermediary Dummy 1.315 
(0.974) 

Log (GDP) 0.860 
(0.042) 

    * Intermediary Dummy -0.035 
(0.045) 

Log (Distance) -1.026 
(0.069) 

    * Intermediary Dummy -0.277 
(0.062) 

Market Costs -0.510 
(0.099) 

    * Intermediary Dummy 0.133 
(0.073) 

Governance Indicator -0.033 
(0.112) 

    * Intermediary Dummy -0.237 
(0.117) 

Tariff 0.015 
(0.012) 

    * Intermediary Dummy 0.000 
(0.008) 
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Exports	  by	  Wholesalers	  

• 	  Fall	  faster	  with	  distance	  
• 	  Fall	  less	  with	  rising	  
country	  fixed	  costs	  
• 	  Rise	  less	  with	  improved	  
country	  governance	  



Firm	  Exports	  and	  Country	  
Characteris7cs	  

•  Modified	  firm-‐level	  gravity	  regression	  
– GDP,	  distance,	  fixed	  cost	  measures,	  tariff	  

– Full	  set	  of	  interac7ons	  with	  wholesale	  dummy	  
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Firm	  Exports	  and	  Country	  
Characteris7cs	  
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Wholesaler	  exports	  

• 	  rise	  less	  with	  market	  size	  	  
• 	  fall	  less	  with	  distance	  
• 	  Increase	  in	  country	  fixed	  
costs	  
• 	  Rise	  less	  with	  improved	  
country	  governance	  

Table 9 
Firm Exports 

Log (GDP) 0.388 
(0.026) 

    * Intermediary Dummy -0.158 
(0.015) 

Log (Distance) -0.341 
(0.040) 

    * Intermediary Dummy 0.103 
(0.022) 

Market Costs 0.102 
(0.072) 

    * Intermediary Dummy 0.058 
(0.035) 

Governance Indicator 0.059 
(0.055) 

    * Intermediary Dummy -0.084 
(0.033) 

Tariff -0.008 
(0.005) 

    * Intermediary Dummy 0.001 
(0.002) 



Conclusions	  –	  Intermediaries	  in	  Trade	  	  

•  Our	  understanding	  of	  “exporters”	  is	  s7ll	  developing	  rapidly	  

•  Trading	  firms	  exhibit	  substan7al	  heterogeneity	  in	  terms	  of	  firm	  
characteris7cs	  and	  product/country	  mix	  

•  The	  work	  on	  intermediaries	  points	  out	  that	  there	  are	  mul7ple	  ways	  
to	  access	  foreign	  markets.	  

•  The	  results	  highlight	  the	  need	  to	  understand	  issues	  of	  the	  decision	  
to	  produce	  both	  the	  good	  and	  the	  services	  associated	  with	  trade.	  

•  This	  is	  clearly	  a	  small	  first	  step	  in	  developing	  our	  understanding	  of	  
trade	  by	  intermediaries.	  
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Who	  Trades	  What	  With	  Whom	  
•  If	  we	  want	  to	  understand	  the	  short	  and	  long-‐run	  responses	  of	  trade	  

flows	  to	  aggregate	  shocks	  and	  policy,	  we	  must	  understand	  who	  is	  
trading	  

•  Small	  but	  growing	  body	  of	  evidence	  of	  the	  importance	  of	  the	  joint	  
determina7on	  of	  firm-‐type,	  product	  mix	  and	  source/des7na7on	  
country	  

•  The	  way	  forward	  is	  not	  easy	  
–  Data	  requirements	  are	  severe	  
–  Both	  theory	  and	  empirics	  must	  address	  complicated,	  endogenous	  

decisions	  

•  However,	  the	  policy	  and	  welfare	  implica7ons	  are	  poten7ally	  large	  
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