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@ Assess empirically the impact of international outsourcing
in services on

m wages
m R& D

@ Uses firm-level data for Irish firms spanning over
2000-2004.

@ Uses IV techniques to make causal statements.
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What the paper finds.

What the paper finds.

@ International outsourcing in services
m does not reduce wages significantly
m increase R& D substantially

@ The positive effect on innovation is only true for
manufacturing firms. Not significant for services.

@ The results suggest different channel than increased
residual profits.
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Comments.

@ Is Ireland representative? How are subsidiaries of large
MNCs treated?

@ Do we have any information on the source country of the
outsoucing? a lot might be from the USA.

@ Isn't the absence of a skill / lab. pty variable problematic
in the wage equation? Very low fit.

@ Third firm effects? Specially important for macro effects
since the population of outsourcers / innovators is
typically very small.
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A more general comment.

ore general comment.

o If outsoucing is good for you, what is the equilibrium level
of outsourcing?
m Why don't all firms do it?
m Why don't all countries do it?
@ Another view of it is what is the source of exogenous
variance that make some firms/countries outsource and
benefit from it while others cannot? |V strategy needed.
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IV validity.

[V validity.

o Potential source of problems:

m a positive shock on costs (land prices)= simultaneous
will to reduce other costs (outsourcing + process
innovation) or increase sales (product
innovation /upgrading).

m “modern managers’ both more likely to allocate funds
to R& D and outsource.

o |V strategy to resolve this issue = export intensity to the
UK. ldea = firms exporting to the UK have same
performance as non exporters. .

@ Seems to call then for restricting sample to those 2 f\
groups.

@ What are the first stage results?
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