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INTRODUCTION
The new trade theory, heterogeneous firms based models building on Melitz
(2003) and Bernard, Eaton, Jensen, and Kortum (2003), have become the standard theory to start off when looking at international trade at the firm level as
well as to explain the forces driving aggregate international trade. The literature
extensively covers the superiority of exporters to non-exporters in terms of their
firm characteristics and success (see Bernard and Jensen, 1995, 1999 or Wagner,
2008 for an overview). There is already a large body of theoretical and empirical
evidence on how the exporters themselves are heterogeneous. There are notable
differences between new and incumbent exporters, and especially between successful new and unsuccessful new exporters, all in terms of their characteristics
and market expansions on the intensive and extensive margins.
Bernard et al. (2006) and Bernard et al. (2007) show that the majority of firms
export only one product to one market, while there are only 11.9% percents of
those that export 5 or more products to 5 or more markets. Eaton et al. (2004)
analyze a panel of French manufacturing firms from different industries and examine their export behaviour. They discover a great variability across firms in
the extent of export involvement with the majority of firms selling only at home.
Furthermore, the number of firms selling to multiple export markets diminishes
quickly and the variation of export volume across export destinations can primarily be explained by the number of exporters present there (extensive margin),
rather than the amount each existing exporter sells (intensive margin). Eaton et
al. (2008) show on Colombian data that new exporters are typically small and
start with only one export market. Eaton et al. (2010) show that over half the variation across firms in export market entry can be attributed to productivity differences. They also reveal that the number of French exporters increases systematically with export market size, that sales distributions are similar across markets of
very different size and extent of French participation, and that average domestic
revenues rise systematically with firm selling to less popular markets and to larger
number of markets. Albornoz et al. (2010) develop a theoretical model of sequential exporting and discover that “firms typically start exporting small volumes to
a single country”, and that there is a lot of dropping out of the business. They also
demarcate successful firms from others and note that they grow on both the intensive and extensive margins. A related point on the fact that a lot of exporters
fail is made by Cadot et al. (2010), who show that less than 20% of newly formed
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trade relationship survive more than a year and examine the specific characteristics needed for survival. Görg et al. (2008) examine the dynamics of product
varieties and show that varieties are added and taken away from the export means,
furthermore, there are firm and firm-product specific characteristics which have
an effect on the probability of survival. Examining the case of China, Manova and
Zhang (2009) find that around 40%-50% of trade expansion can be attributed to
incumbent traders deepening their existing relationship; the rest depends on new
expansions on both intensive and extensive margins and possibly with new firms.
Also for Slovenian data, Damijan et al. (2011) show that the largest share of new
exporters starts with one product and one market, and remain so focused 6 years
after the entry. They also show that access to finance plays an important role in
firms’ expansion along the extensive margin.
The latest strand of literature explores spatial patterns of export entry and incorporates network externalities that arise from firm’s existing web of export contacts
and/or from other firms exporting to the same (or similar) destination. Albornoz
et al. (2010) develop a model with imperfectly informed firms that discover their
profitability only after entering an export market. Assuming that profitability is
correlated over time and across destinations, the model predicts that firms will sequentially enter markets similar to the countries already present in. Chaney (2010)
presents a model where firms can enter an export market only after obtaining a
contact. They acquire new contacts both at random and through their network
of existing contacts. The model incorporates an important network externality in
which the probability of a firm acquiring a contact in a new market increases in
the aggregate trade flows between the potential destination country and any other
market the firm has been engaged with. Defever (2010) set up a dynamic model
of firm export market choices which features correlation across export profitability of a firm induced by learning by exporting. They find that learning from past
exporting experience makes exporting to a neighboring country 1.7 times more
likely than exporting to a non-neighboring country. Morales et al. (2011) present a
model of export dynamics where firms decide in each period the set of export destinations, depending on how similar the potential export markets are to the firm’s
own home country and how similar it is to other destinations to which the firm
has been exporting. This extended gravity concept introduces an assumption that
some firms are better prepared than others to export to a certain markets because
they have been previously serving similar destinations and have therefore already
accomplished part of the costly adaptation of their products to different markets.
This study contributes to the empirical evidence on the differences between
new exporters, shows evidence on their export strategies and further differentiates between incumbent exporters, new successful exporters and unsuccessful
new exporters. We concentrate on the firm level differences between successful
and unsuccessful new exporters and their export strategies.
Section 2 of this monograph presents some data on the aggregate trade flows
in Slovenia and describes the firm level data used for micro analysis. Section
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3 presents some results of exporters’ movement on a country basis, section 4
presents the types of firms we are especially interested in and presents the differences in firm characteristics, section 5 describes the result of the BernardJensen premium calculations. Finally, section 6 describes and discusses different
export strategies taken by successful and unsuccessful new exporters, and section 7 summarizes the results and concludes.
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SLOVENIAN AGGREGATE TRADE FLOWS AND FIRM LEVEL
DATA
Aggregate trade flows 1994 – 2010
Slovenian total merchandise exports experienced a practically exponential growth
in the period from 1994 to 2008, going from a little bit under 7000 million current USD to almost 30000 millions, averaging to a 11% annual nominal growth.
Due to the crisis, we can see a drop in merchandise export in 2009 from Figure 1,
which shows both merchandise exports in millions of current USD and as a share
of GDP, but in 2010 it already bounces back.
Figure 1: Total merchandise exports, absolute and relative

Source: COMTRADE and WB

The top 5 export partners in value in 1994 for Slovenia were Germany, Croatia,
Austria, Italy and France. The dynamics of their importance in total merchandise
exports are seen from Figure 2, which shows especially a declining importance of
Germany as an export market, implying market diversification of Slovenian companies. Germany’s share as an export destination remains steady at around 20%
of total merchandise exports, after Slovenia joined the European Union in 2004.
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Figure 2: Biggest trading partners

Source: COMTRADE

Table 1 shows the most important merchandise export markets for Slovenia in
2010, and compares the value to those from 1994. We can see that the top 5 export
destinations have remained the same.
Table 1: Biggest export partners in 2010
Place
in 2010

Partner

Export shares Export shares
in 2010
in 1994

1

DEU

19.86%

30.38%

2

ITA

12.20%

13.56%

3

AUT

8.18%

5.48%

4

FRA

8.15%

8.61%

5

HRV

6.71%

10.74%

6

SER

3.59%

0.22%

7

POL

3.46%

1.41%

8

HUN

2.98%

1.33%

9

RUS

2.93%

3.88%

10

BIH

2.90%

0.99%

Source: COMTRADE and own calculations

Total exports can be disaggregated into merchandise exports and exports of
services. Their dynamics are shown in Figure 3. Total exports as a share of GDP
have increased from under 50% to over 65% in the period in question. Around
85% of total exports are merchandise exports on average in the period in question, and out of those, almost 90% are manufacturing products. Our analysis on
the firm level, due to this reasons and data availability, focuses on examining
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manufacturing exports. They alone represent more than 70% of the value of total
exports. Therefore, due to our focus on manufacturing exports and the fact that
they represent the bulk of value, the merchandise exports in the micro firm level
data are referred to simply as exports.
Figure 3: Total exports, merchandise and services

Source: World Bank

Data
We utilize a rich firm level data set on bilateral trade flows from Slovenian Customs
Administration (CARS), which is linked to balance sheet and income statement
from the Agency of Republic of Slovenia for Public Records and Related Services
(AJPES), all for the period of 1994 - 2010. There is a break in the series from Slovenia’s accession to EU in 2004 due to a changed system of recording trade flows. After
the 1st of May 2004, only flows of firms with trade exceeding 100 000 Euros on an
annual level were recorded, while before that all trade flows were recorded by CARS.
The smaller firms with lower values of total yearly exports are not able to make the
cut, although they might still be exporting. This curtails the sample on one side.
There is a limited solution to the problem, namely that the AJPES database,
in which all firms are included, still records the trade status of a particular firms,
namely, if a firm exports at all or not (regardless of the value). Using AJPES database to differentiate firms between each other concerning their export status
avoids the break in the series, but it only applies to comparisons of firms characteristics, which are drawn from AJPES database. The problem still remains when
using information from the CARS database, and caution is needed when interpreting those results.
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COUNTRY LEVEL RESULTS
The world maps below show exports in ther totality and the extensive margins
to locations across Europe. The used export variable in all figures is divided into
ordinal quartiles for easier representation. The first quartile represents lowest export intensity and is the lightest blues colour, and the forth quartile represents the
highest export intensity and is the darkest blue colour. Slovenia is categorized in
the figures as not having any data since it does not have an export value (i.e. it does
not export to itself). Moreover, Montenegro and Kosovo on their own also do not
have any data, but are aggregated with exports to Serbia.
Figure 4 shows the geographical distribution of Slovenian exports across the
European continent in two snapshot years, 1995 and 2010. As follows from the
aggregate data in Section 2, the major trading partners besides Germany were
Slovenia’s neighbouring countries. In 1995, Slovenia was intensely involved in the
transition process and still heavily export dependent on former Yugoslavian republics, despite ongoing Balkan wars. In the subsequent 14-year period Slovenian
exports shifted slightly from South-Western Balkan and CEEC region towards
Western Europe as a consequence of skill upgrading, improved competitiveness,
global and regional value-chain repositioning, and the trade-creating effects of
single market and common currency.
Figue 4: Geographical distribution of Slovenian export volume in 1995 and 2010

Source: CARS and own calculations
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Most popular export destinations according to the number of Slovenian exporters exporting to a particular European country in the mid 1990’s were neighbouring
countries, Germany and ex-Yugoslavian countries (Figure 5). In 2010 number of exporting firms became even more concentrically grouped around countries closest to
Slovenia, with France, United Kingdom and Sweden having fewer Slovenian firms
in the market, althohugh still important in terms of export volume (see Figure 4).
Figure 5: Geographical distribution of the number of Slovenian exporters in 1995
and 2010

Source: CARS and own calculations

Next, we look at the export dynamics in Figure 6, observing the number of
exporters starting to export to a chosen European country in 1995 and 2010. As
before, we notice a reorientation of firms from France and Sweden to geographically closer countries.
Figure 6: Geographical distribution of the number of exporters entering a market for
the first time in 1995 and 2010

Source: CARS and own calculations

