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The export sector in Spain: a value-added perspective

The transformation of the Spanish economy in the last

decade has been particularly visible in the external sector.

It went from losing competitiveness and running ever-
increasing deficits between 1997 and 2007 (the current
account deficit reached over 9% of GDP) to recovering
competitiveness and maintaining a consistently positive
foreign balance since 2012 (+1.8% on average over the
period 2012-2020). To better understand how this
transformation will help the economy after the
pandemic, we analyse the trend in exports from a new
perspective.

The value added of Spanish exports

In an environment marked by fragmented production
chains, increasing «servification»' and the digitalisation
of the economy and international trade — where final
goods increasingly include more services in their value
chains, services themselves become more marketable
and companies incorporate information and
communication technologies more intensively into their
production processes - it is important to understand
the evolution of Spanish exports from a value added
perspective. Domestic value added (DVA) in exports
offers us a measure of the value that is added by Spanish
workers and firms to the products and services which
they export.2 Between 2005 and 2015, Spain’s DVA
amassed a growth of 38%, a particularly noteworthy
figure in the context of a double-dip recession in which
the gross value added (GVA) of the economy as a whole
rose by just 4% (see first chart).

In addition, we can split the DVA in exports between
direct DVA, which is the value added generated in the
final export sectors of each country, and indirect DVA,
generated in other sectors that are considered
intermediate in each value chain but which nevertheless
add value to exports of «final» goods and services. With
this distinction, we see that the growth in DVA in Spanish
exports has an unusually high contribution from indirect
DVA, which is responsible for 16 pps of the total growth
of the DVA in exports, well above that observed in

other European countries (5.5 pps in France and 9 pps

in Germany).

1. See for instance WTO (2019), «World Trade Report 2019: The future of
services trade» and S. Miroudot and C. Cadestin (2017), «Services in
Global Value Chains: From inputs to value-creating activities» OECD
Trade Policy Papers 197.

2.DVA in Spanish exports accounts for 77% of gross exports. The EU
average is 68%, with a range varying between around 80% in Germany,
France or Croatia and around 40% in countries such as Luxembourg or
Malta. By sector, DVA represents a higher proportion of gross exports in
services (79% on average in EU countries), while DVA in industry
represents an average of 62% of exports.

Evolution of GVA and DVA in exports
(%, change in GVA and contributions to the change in DVA
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Notes: Direct domestic value added (DVA) measures the contribution which final exporters
provide to the GVA. Indirect DVA measures the contribution of «intermediate exporters»,

i.e. companies and workers that are involved in the value chain but are not final exporters
of a given product. In aggregate, indirect DVA provides a measure of the knock-on effect
of exports.

Source: CaixaBank Research, based on data from the OECD.

Internationalisation and value added:
knock-on capacity and services

But how did these exports grow? By sector, the main
exporters in terms of DVA are vehicle sale and repair
services, chemical and non-metallic mineral products,
transport equipment and sundry business services. If we
distinguish between direct DVA (originating directly in
the sector) and indirect DVA (originating in other sectors,
but incorporated into the exports of the final export
sector), we see that exports of the manufacturing sector
stand out for their knock-on effect. In particular, in the
agrifood and metallurgical industries, indirect DVA
accounts for around 60% of the total export DVA, and in
the petrochemical and transport goods sectors it exceeds
50%. In addition, between 2005 and 2015, the agrifood
sector and information and communication services are
among those that have seen their indirect effect increase
the most, making a significant contribution to the
growth of the relative importance of these exports to the
Spanish economy. Also of note is the increase in direct
DVA in information and communication services, as well
as in commercial and other business services, reinforcing
the importance of these sectors to Spain’s exports (see
second chart).

An analysis of the trade balance from a value-added
perspective gives us a more accurate picture of how

the foreign sector’s performance has evolved over time.
In particular, it enables us to unravel how each sector,
whether directly or indirectly, provides value added and
to what extent its foreign dimension is significant for the
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national economy.? First of all, it is noteworthy that all of
the sectors analysed provided a positive contribution to
the dramatic improvement in the trade balance between
2005 and 2015, with the exception of the «other
manufactured goods» category (explained entirely by
the deterioration in the external deficit of the textile
sector). Secondly, the significant improvement in
commercial services and other business services is worth
highlighting, marking the key role played by services
throughout the value chain of the Spanish economy, with
an aggregate contribution of 4 pps to the improvement
in the trade balance over the period in question (see third
chart). Among goods, the performance of certain heavy
manufacturing sectors with a high knock-on capacity,
such as capital equipment goods and metal products, is
particularly relevant. As for the biggest contributions to
the trade balance, tourism and logistics services remain
top of the list, although their relative contribution has
decreased, both as a result of a lower direct contribution
and due to a lower knock-on effect.

Quo vadis, DVA?

In the last decade, Spain’s economy became more
internationalised and achieved important transformations
in its exporting sectors. Looking ahead to the future, the
economy’s competitiveness will depend on the ability to
sustain productivity gains and to spread the value added
which is generated in the most dynamic sectors across
the rest of the economy. In addition to the usual
ingredients of investment in education, training and
digitalisation, it will also be important to continue to
work towards greater integration between sectors. In this
regard, it is important to highlight the growth in the role
of services, given their capacity to generate value and as
an amalgam of the entire production chain, as well as the
successful implementation of the Strategic Projects for
Economic Recovery and Transformation (known as
PERTE)* as key tools for the success of this mission.

Luis Pinheiro de Matos

3. Specifically, the sectoral foreign balance in value added measures

the difference between the DVA in exports and the external value
added in imports for each sector, thus revealing trade relations that are
not readily evident when looking at the relationship between exports
and imports in gross terms. By aggregating this foreign balance in value
added for all sectors of the economy, we obtain the trade balance in
value added, which may differ from the «standard» measure of the trade
balance which is calculated based on gross export and import flows.
4.The so-called PERTE projects are projects which are identified as
having a high knock-on capacity for the economy and are defined

in the decree law regulating European funds. Among their main
characteristics, PERTE projects must have private funding, which

can be coordinated with public funding, for instance through grants

or consortia. The criteria that are valued in order for a project to be
declared a PERTE include its innovative nature and the contribution

of value added.
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Spain: domestic value added (DVA) in exports
(2005 vs. 2015)

(% of the total domestic value added in exports)

Vehicle sale and repair 9.3 13.0
services 84 3.7 12.1
Chemical and non-metallic 6.3 125
mineral products 6.4 54 1.9
. 6.3 1.3
Transport equipment 61 6.2 124
Sundry business services (incl ‘ 80‘ ‘ 108
real estate and financial activities) 68 54 192
Transportation and 57 8.7
storage services 7.5 4.2 0.7
Other capital goods 4.6 8.3
(excl. transport) 4.2 43 8.6
2.6 70
Food, beverages 22 3.7 6.0

and tobacco

Accommodation
and food services

Basic metals and manufactured
metal goods

Information and communication
services

Other manufactured goods

Agriculture, forestry and
fisheries

Other goods and services

0% 2% 4% 6% 8% 10% 12% 14%

] Direct DVA B indirect DVA

Notes: Direct domestic value added (DVA) measures the sector’s (direct) contribution to the DVA of
the sector’s own exports. Indirect DVA measures the (indirect) contribution of other sectors to the DVA
of the sector's exports. The DVAs corresponding to the year with the latest available data (2015) are
shown in a darker colour, while the baseline year (2005) is shown in a lighter colour.

Source: CaixaBank Research, based on data from the OECD.

Spain: trade balance in value added
(sector contributions)
(% of the Spanish economy's GVA in 2005 and 2015)

TOTAL

Accommodation and food services
Transportation and storage services
Vehicle sale and repair services

Transport equipment

Information and communication
services

Food, beverages and tobacco
Sundry business services (incl. real
estate and financial activities)

Basic metals and manufactured
metal goods

Agriculture, forestry and fisheries

Chemical and non-metallic
mineral products

Other manufactured goods

Other capital goods (excl. transport)

Other goods and services

6% 5% -4% -3% 2% -1% 0% 1% 2%
[ 2005 M 2015

Note: The foreign balance in value added measures, for each sector, the difference between
the domestic value added in final foreign demand and the external value added in final
domestic demand.

Source: CaixaBank Research, based on data from the OECD.
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