

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
				
			
		
			
				
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Role of Public Infrastructure for Firm Location and International Outsourcing

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			38 Pages
		
		

		Posted: 26 Jun 2003
		
		
		
	

	
		
			
			




	See all articles by Hartmut EggerHartmut Egger
University of Zurich - Department of Economics; CESifo (Center for Economic Studies and Ifo Institute for Economic Research)
Josef Falkinger
University of Zurich - Department of Economics; CESifo (Center for Economic Studies and Ifo Institute); IZA Institute of Labor Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: June 2003

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper presents a model in which final goods producers outsource intermediate input production. Intermediate inputs are differentiated and their production can be located at home or abroad. The model is used to examine competitive location policy in a (two-country) free trade agreement (FTA). It is shown that national public infrastructure investment has a positive effect on both the number of intermediate input producers and the return to the immobile factor in the home country. International outsourcing from home declines. Opposite effects are triggered in the partner country. In a welfare analysis we characterize national infrastructure policies that aim to maximize national income (net of tax costs) and compare the non-cooperative FTA-equilibrium with optimal policies from an integrated point of view. It is shown when coordination of competitive location policies is useful and when it is not. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: International Outsourcing, Firm Location, Public Infrastructure, Welfare Effects

	
	

	
    

    
	

	
	
		JEL Classification: F12, F15, F42, H54

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Egger,  Hartmut and Falkinger,  Josef, The Role of Public Infrastructure for Firm Location and International Outsourcing (June 2003).  Available at SSRN: https://ssrn.com/abstract=419144 or http://dx.doi.org/10.2139/ssrn.419144 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Hartmut Egger

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Zurich - Department of Economics  ( email )

			

			
			
				
				
				
					ZÃ¼richbergstrasse 14
CH-8032 Zurich
Switzerland

				

				
			

			
				
				
					HOME PAGE: http://www.wwi.unizh.ch/staff/egger/index.php
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute for Economic Research)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				CESifo (Center for Economic Studies and Ifo Institute for Economic Research) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Josef Falkinger (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Zurich - Department of Economics  ( email )

			

			
			
				
				
				
					Zuerich, 8006
Switzerland

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			
				
				
					HOME PAGE: http://www.CESifo.de
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: IZA Institute of Labor Economics]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				IZA Institute of Labor Economics 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      313

			

		
		
		
			Abstract Views

			    2,047

		

		
		 
		
			Rank

			  177,666

		

		
	


	
		
            
            	        8 Citations
		

	

	
		
			
				       42 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    CESifo Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                CESifo Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            9,070

                                    

                                    
                                        PAPERS

                                           10,773

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Clemens Fuest at CESifo (Center for Economic Studies and Ifo Institute, University of Munich)

                                    

                                
                            

                        

                    

                
	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,581

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Trade eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Trade eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              714

                                    

                                    
                                        PAPERS

                                           27,397

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Nature and Growth of Vertical Specialization in World Trade

                        
                            By
                                
                                
                                    
                                    David L. Hummels, 
                                    
                                
                                    
                                    Jun Ishii, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Foreign Direct Investment and Relative Wages: Evidence from Mexico's    Maquiladoras

                        
                            By
                                
                                
                                    
                                    Robert C. Feenstra
                                     and 
                                
                                    
                                    Gordon H. Hanson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Globalization, Outsourcing, and Wage Inequality

                        
                            By
                                
                                
                                    
                                    Robert C. Feenstra
                                     and 
                                
                                    
                                    Gordon H. Hanson
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Foreign Investment, Outsourcing and Relative Wages

                            
                                By
                                    
                                    
                                        
                                        Robert C. Feenstra
                                         and 
                                    
                                        
                                        Gordon H. Hanson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Integration vs. Outsourcing in Industry Equilibrium

                            
                                By
                                    
                                    
                                        
                                        Gene M. Grossman
                                         and 
                                    
                                        
                                        Elhanan Helpman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Firms, Contracts, and Trade Structure

                            
                                By
                                    
                                    
                                        
                                        Pol Antras
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Evolving External Orientation of Manufacturing: A Profile of Four Countries

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Linda S. Goldberg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Evolving External Orientation of Manufacturing Industries: Evidence from Four Countries

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Linda S. Goldberg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Just How Big is Global Production Sharing?

                            
                                By
                                    
                                    
                                        
                                        Alexander J. Yeats
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can Vertical Specialization Explain the Growth of World Trade?

                            
                                By
                                    
                                    
                                        
                                        Kei-mu Yi
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.120 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
