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Abstract: 

Despite the relevance in terms of policy, we still know little in Spain about where and by whom 

jobs are created, and how that is affecting the size distribution of firms. The main innovation of this paper 

is to use a rich database that overcomes the problems encountered by other firm-level studies to shed 

some light on the employment generation of small firms in Spain. We find that small firms contribute to 

employment disproportionately across all sectors of the economy although the difference between their 

employment and job creation share is largest in the manufacturing sector. The job creators in that sector 

are both new and established firms whereas only new small firms outperform their larger counterparts in 

the service sector. The large annual job creation of the small firm size class is shifting the firm size 

distribution towards the very small production units, although not uniformly across industries of different 

technology intensity. 

 


