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Abstract
We study the determinants of the location of sub-contracted activity in a general equilibrium model of outsourcing and trade. We model outsourcing as an activity that requires search for a partner and relationship-specific investments that are governed by incomplete contracts. The extent of international outsourcing depends inter alia on the thickness of the domestic and foreign market for input suppliers, the relative cost of searching in each market, the relative cost of customizing inputs, and the nature of the contracting environment in each country.

Suggested Citation


	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing in a Global Economy,"
Working Papers 
149, Princeton University, School of Public and International Affairs, Discussion Papers in Economics.



Handle: RePEc:pri:wwseco:dp218.pdf



 as



HTML
HTML with abstract
plain text
plain text with abstract
BibTeX
RIS (EndNote, RefMan, ProCite)
ReDIF
JSON

 





   

  
    Download full text from publisher


       
       File URL: http://www.princeton.edu/~grossman/outsourcing.pdf
Download Restriction: no

--->

Other versions of this item:

	  Gene M. Grossman & Elhanan Helpman, 2005.
"Outsourcing in a Global Economy,"
Review of Economic Studies, Oxford University Press, vol. 72(1), pages 135-159.



	 Grossman, G.M. & Helpman, E., 2002.
 "Outsourcing in a Global Economy,"
Papers 
218, Princeton, Woodrow Wilson School - Public and International Affairs.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing in a Global Economy?,"
Harvard Institute of Economic Research Working Papers 
1966, Harvard - Institute of Economic Research.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing in a Global Economy,"
NBER Working Papers 
8728, National Bureau of Economic Research, Inc.

	 Helpman, Elhanan & Grossman, Gene, 2002.
 "Outsourcing in a Global Economy,"
CEPR Discussion Papers 
3165, C.E.P.R. Discussion Papers.

	 Grossman, Gene M. & Helpman, Elhanan, 2005.
 "Outsourcing in a Global Economy,"
Scholarly Articles 
25586654, Harvard University Department of Economics.







  References listed on IDEAS



 as



HTML
HTML with abstract
plain text
plain text with abstract
BibTeX
RIS (EndNote, RefMan, ProCite)
ReDIF
JSON

 




	  Anonymous, 1991.
"The Automobile Industry,"
Business History Review, Cambridge University Press, vol. 65(4), pages 1-1, January.

	  Hart, Oliver & Moore, John, 1990.
"Property Rights and the Nature of the Firm,"
Journal of Political Economy, University of Chicago Press, vol. 98(6), pages 1119-1158, December.

	 Oliver Hart & John Moore, 1988.
 "Property Rights and the Nature of the Firm,"
Working papers 
495, Massachusetts Institute of Technology (MIT), Department of Economics.


	 Hart, Oliver D. & Moore, John, 1990.
 "Property Rights and the Nature of the Firm,"
Scholarly Articles 
3448675, Harvard University Department of Economics.







	  John McLaren, 2000.
""Globalization" and Vertical Structure,"
American Economic Review, American Economic Association, vol. 90(5), pages 1239-1254, December.

	 James E. Rauch & Vitor Trindade, 2000.
 "Information and Globalization: Wage Co-Movements, Labor Demand Elasticity, and Conventional Trade Liberalization,"
NBER Working Papers 
7671, National Bureau of Economic Research, Inc.

	  Robert C. Feenstra, 1998.
"Integration of Trade and Disintegration of Production in the Global Economy,"
Journal of Economic Perspectives, American Economic Association, vol. 12(4), pages 31-50, Fall.

	 Robert C. Feenstra, "undated".
 "Integration Of Trade And Disintegration Of Production In The Global Economy,"
Department of Economics 
98-06, California Davis - Department of Economics.


	 Robert Feenstra, 2003.
 "Integration Of Trade And Disintegration Of Production In The Global Economy,"
Working Papers 
244, University of California, Davis, Department of Economics.







	  Grossman, Gene M. & Helpman, Elhanan, 2004.
"Managerial incentives and the international organization of production,"
Journal of International Economics, Elsevier, vol. 63(2), pages 237-262, July.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Managerial Incentives and the International Organization of Production,"
Harvard Institute of Economic Research Working Papers 
1987, Harvard - Institute of Economic Research.


	 Elhanan Helpman & Gene M. Grossman, 2002.
 "Managerial Incentives and the International Organization of Production,"
NBER Working Papers 
9403, National Bureau of Economic Research, Inc.

	 Helpman, Elhanan & Grossman, Gene, 2003.
 "Managerial Incentives and the International Organization of Production,"
CEPR Discussion Papers 
3737, C.E.P.R. Discussion Papers.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Managerial Incentives and the International Organization of Production,"
Working Papers 
147, Princeton University, School of Public and International Affairs, Discussion Papers in Economics.







	  Abraham, Katharine G & Taylor, Susan K, 1996.
"Firms' Use of Outside Contractors: Theory and Evidence,"
Journal of Labor Economics, University of Chicago Press, vol. 14(3), pages 394-424, July.

	 Katharine G. Abraham & Susan K. Taylor, 1993.
 "Firms' Use of Outside Contractors: Theory and Evidence,"
NBER Working Papers 
4468, National Bureau of Economic Research, Inc.








	  Robert C. Feenstra, 1998.
"Integration of Trade and Disintegration of Production in the Global Economy,"
Journal of Economic Perspectives,
American Economic Association, vol. 12(4), pages 31-50, Fall.

	 Robert C. Feenstra, "undated".
 "Integration Of Trade And Disintegration Of Production In The Global Economy,"
Department of Economics 
98-06, California Davis - Department of Economics.


	 Robert Feenstra, 2003.
 "Integration Of Trade And Disintegration Of Production In The Global Economy,"
Working Papers 
986, University of California, Davis, Department of Economics.







	  Daron Acemoglu, 1998.
"Why Do New Technologies Complement Skills? Directed Technical Change and Wage Inequality,"
The Quarterly Journal of Economics, Oxford University Press, vol. 113(4), pages 1055-1089.

	 Acemoglu, D., 1997.
 "Why Do New Technologies Complement Skills? Directed Technical Change and Wage Inequality,"
Working papers 
97-14, Massachusetts Institute of Technology (MIT), Department of Economics.


	 Acemoglu, Daron, 1997.
 "Why Do New Technologies Complement Skills? Directed Technical Change and Wage Inequality,"
CEPR Discussion Papers 
1707, C.E.P.R. Discussion Papers.







	  Hummels, David & Ishii, Jun & Yi, Kei-Mu, 2001.
"The nature and growth of vertical specialization in world trade,"
Journal of International Economics, Elsevier, vol. 54(1), pages 75-96, June.

	 David L. Hummels & Jun Ishii & Kei-Mu Yi, 1999.
 "The nature and growth of vertical specialization in world trade,"
Staff Reports 
72, Federal Reserve Bank of New York.








	  Helper, Susan, 1991.
"Strategy and Irreversibility in Supplier Relations: The Case of the U.S. Automobile Industry,"
Business History Review, Cambridge University Press, vol. 65(4), pages 781-824, January.

	  Gene M. Grossman & Elhanan Helpman, 2002.
"Integration versus Outsourcing in Industry Equilibrium,"
The Quarterly Journal of Economics, Oxford University Press, vol. 117(1), pages 85-120.

	  Ilya Segal, 1999.
"Complexity and Renegotiation: A Foundation for Incomplete Contracts,"
Review of Economic Studies, Oxford University Press, vol. 66(1), pages 57-82.

	 Jose Campa & Linda S. Goldberg, 1997.
 "The Evolving External Orientation of Manufacturing Industries: Evidence from Four Countries,"
NBER Working Papers 
5919, National Bureau of Economic Research, Inc.



Full references  (including those not matched with items on IDEAS)




 
    Most related items

These are the items that most often cite the same works as this one and are cited by the same works as this one.
	  Elhanan Helpman, 2006.
"Trade, FDI, and the Organization of Firms,"
Journal of Economic Literature, American Economic Association, vol. 44(3), pages 589-630, September.

	 Elhanan Helpman, 2006.
 "Trade, FDI, and the Organization of Firms,"
Harvard Institute of Economic Research Working Papers 
2118, Harvard - Institute of Economic Research.


	 Helpman, Elhanan, 2006.
 "Trade, FDI and the Organization of Firms,"
CEPR Discussion Papers 
5589, C.E.P.R. Discussion Papers.

	 Helpman, Elhanan, 2006.
 "Trade, FDI, and the Organization of Firms,"
Foerder Institute for Economic Research Working Papers 
275697, Tel-Aviv University > Foerder Institute for Economic Research.

	 Elhanan Helpman, 2006.
 "Trade, FDI, and the Organization of Firms,"
NBER Working Papers 
12091, National Bureau of Economic Research, Inc.







	 Gene M. Grossman & Elhanan Helpman, 1999.
 "Incomplete Contracts and Industrial Organization,"
NBER Working Papers 
7303, National Bureau of Economic Research, Inc.

	 Grossman, Gene & Helpman, Elhanan, 1999.
 "Incomplete Contracts and Industrial Organization,"
CEPR Discussion Papers 
2280, C.E.P.R. Discussion Papers.

	 Gene M. Grossman & Elhanan Helpman, 1999.
 "Incomplete Contracts and Industrial Organization,"
Harvard Institute of Economic Research Working Papers 
1876, Harvard - Institute of Economic Research.

	 Grossman, G.M. & Helpman, E., 1999.
 "Incomplete Contracts and Industrial Organization,"
Papers 
25-99, Tel Aviv.







	 Dermot Leahy & Catia Montagna, 2006.
 "'Make-or-Buy' in International Oligopoly and the Role of Competitive Pressure,"
Dundee Discussion Papers in Economics 
197, Economic Studies, University of Dundee.

	 Dermot Leahy, & Catia Montagna, 2007.
 "‘Make-or-Buy' in International Oligopoly and the Role of Competitive Pressure,"
Discussion Papers 
07/05, University of Nottingham, GEP.

	 Dermot, Leahy & Catia, Montagna, 2007.
 "‘Make-or-Buy’ in International Oligopoly and the Role of Competitive Pressure,"
MPRA Paper 
7468, University Library of Munich, Germany.

	 Dermot Leahy & Catia Montagna, 2007.
 "Make-Or-Buy’ In International Oligopoly And The Role Of Competitive Pressure,"
Economics Department Working Paper Series 
n1901107.pdf, Department of Economics, National University of Ireland - Maynooth.







	  Pol Antras & Elhanan Helpman, 2004.
"Global Sourcing,"
Journal of Political Economy, University of Chicago Press, vol. 112(3), pages 552-580, June.

	 Pol Antras & Elhanan Helpman, 2003.
 "Global Sourcing,"
Harvard Institute of Economic Research Working Papers 
2005, Harvard - Institute of Economic Research.


	 Helpman, Elhanan & AntrÃ s, Pol, 2004.
 "Global Sourcing,"
CEPR Discussion Papers 
4170, C.E.P.R. Discussion Papers.

	 Pol Antràs & Elhanan Helpman, 2003.
 "Global Sourcing,"
NBER Working Papers 
10082, National Bureau of Economic Research, Inc.

	 Antras, Pol & Helpman, Elhanan, 2004.
 "Global Sourcing,"
Scholarly Articles 
3196327, Harvard University Department of Economics.







	  Liza Jabbour, 2012.
"‘Slicing the Value Chain’ Internationally: Empirical Evidence on the Offshoring Strategy by French Firms,"
The World Economy, Wiley Blackwell, vol. 35(11), pages 1417-1447, November.

	 Liza Jabbour, 2008.
 "“Slicing the Value Chain” Internationally: Empirical Evidence on the Offshoring Strategy by French Firms,"
Discussion Papers 
08/02, University of Nottingham, GEP.








	 Gene Grossman & Elhanan Helpman, 2001.
 "Integration vs. Outsourcing in Industry Equilibrium,"
CESifo Working Paper Series 
460, CESifo.

	 Grossman, G.M. & Helpman, E., 2001.
 "Integration vs. Outsourcing in Industry Equilibrium,"
Papers 
2001-7, Tel Aviv.







	  Pol Antràs & Robert W. Staiger, 2012.
"Offshoring and the Role of Trade Agreements,"
American Economic Review, American Economic Association, vol. 102(7), pages 3140-3183, December.

	 Pol Antràs & Robert W. Staiger, 2008.
 "Offshoring and the Role of Trade Agreements,"
NBER Working Papers 
14285, National Bureau of Economic Research, Inc.


	 Staiger, Robert & AntrÃ s, Pol, 2008.
 "Offshoring and the Role of Trade Agreements,"
CEPR Discussion Papers 
6966, C.E.P.R. Discussion Papers.

	 Staiger, Robert W. & Antras, Pol, 2008.
 "Offshoring and the Role of Trade Agreements,"
Scholarly Articles 
3374525, Harvard University Department of Economics.







	  Barbara Spencer, 2005.
"International outsourcing and incomplete contracts,"
Canadian Journal of Economics, Canadian Economics Association, vol. 38(4), pages 1107-1135, November.

	  Barbara J. Spencer, 2005.
"International outsourcing and incomplete contracts,"
Canadian Journal of Economics/Revue canadienne d'économique, John Wiley & Sons, vol. 38(4), pages 1107-1135, November.





	 Barbara J. Spencer, 2005.
 "International Outsourcing and Incomplete Contracts,"
NBER Working Papers 
11418, National Bureau of Economic Research, Inc.








	 Bas, Maria & Carluccio, Juan, 2009.
 "Wage bargaining and the boundaries of the multinational firm,"
LSE Research Online Documents on Economics 
28700, London School of Economics and Political Science, LSE Library.

	 Maria Bas & Juan Carluccio, 2009.
 "Wage Bargaining and the Boundaries of the Multinational Firm,"
CEP Discussion Papers 
dp0963, Centre for Economic Performance, LSE.

	 Maria Bas & Juan Carluccio, 2010.
 "Wage Bargaining and the Boundaries of the Multinational Firm,"
Working Papers 
2010-03, CEPII research center.

	 Bas, Maria & Carluccio, Juan, 2010.
 "Wage Bargaining and the Boundaries of the Multinational Firm,"
CEPR Discussion Papers 
7867, C.E.P.R. Discussion Papers.







	  Juan Carluccio & Thibault Fally, 2012.
"Global Sourcing under Imperfect Capital Markets,"
The Review of Economics and Statistics, MIT Press, vol. 94(3), pages 740-763, August.

	 Juan Carluccio & Thibault Fally, 2008.
 "Global sourcing under imperfect capital markets,"
PSE Working Papers 
halshs-00586005, HAL.


	 Fally, Thibault & Carluccio, Juan, 2010.
 "Global Sourcing under Imperfect Capital Markets,"
CEPR Discussion Papers 
7868, C.E.P.R. Discussion Papers.

	 Carluccio, J. & Fally, T., 2011.
 "Global Sourcing under Imperfect Capital Markets,"
Working papers 
312, Banque de France.

	 Juan Carluccio & Thibault Fally, 2008.
 "Global sourcing under imperfect capital markets,"
Working Papers 
halshs-00586005, HAL.







	 Nadav Levy, 2004.
 "The Organization of Supply: a Vertical Equilibrium Analysis,"
Discussion Papers 
04-01, University at Albany, SUNY, Department of Economics.

	 Nadav Levy, 2004.
 "The Organization of Supply: a Vertical Equilibrium Analysis,"
Econometric Society 2004 North American Summer Meetings 
142, Econometric Society.







	repec:pri:wwseco:dp218 is not listed on IDEAS

	  Valeria Gattai, 2006.
"From the Theory of the Firm to FDI and Internalisation: A Survey,"
Giornale degli Economisti, GDE (Giornale degli Economisti e Annali di Economia), Bocconi University, vol. 65(2), pages 225-262, November.

	 Valeria Gattai, 2005.
 "From the Theory of the Firm to FDI and Internalisation: A Survey,"
Working Papers 
2005.51, Fondazione Eni Enrico Mattei.








	  Cheng, Chen, 2011.
"Information, incentives and multinational firms,"
Journal of International Economics, Elsevier, vol. 85(1), pages 147-158, September.

	  Gene M. Grossman & Esteban Rossi-Hansberg, 2008.
"Trading Tasks: A Simple Theory of Offshoring,"
American Economic Review, American Economic Association, vol. 98(5), pages 1978-1997, December.

	 Gene M. Grossman & Esteban Rossi-Hansberg, 2006.
 "Trading Tasks: A Simple Theory of Offshoring,"
NBER Working Papers 
12721, National Bureau of Economic Research, Inc.








	  Mariagiovanna Baccara, 2007.
"Outsourcing, information leakage, and consulting firms,"
RAND Journal of Economics, RAND Corporation, vol. 38(1), pages 269-289, March.

	 Mariagiovanna Baccara, 2008.
 "Outsourcing, Information Leakage and Consulting Firms,"
Working Papers 
08-7, New York University, Leonard N. Stern School of Business, Department of Economics.








	 Dermot Leahy & Catia Montagna, 2011.
 "Economising, Strategising and the Decision to Outsource,"
Discussion Papers 
11/17, University of Nottingham, GEP.

	 Dermot Leahy & Catia Montagna, 2011.
 "Economising, Strategising and the Decision to Outsource,"
Dundee Discussion Papers in Economics 
251, Economic Studies, University of Dundee.

	 Leahy, Dermot & Montagna, Catia, 2011.
 "Economising, Strategising and the Decision to Outsource,"
SIRE Discussion Papers 
2011-24, Scottish Institute for Research in Economics (SIRE).







	  Gene M. Grossman & Elhanan Helpman, 2003.
"Outsourcing Versus FDI in Industry Equilibrium,"
Journal of the European Economic Association, MIT Press, vol. 1(2-3), pages 317-327, 04/05.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing versus FDI in Industry Equilibrium,"
Working Papers 
148, Princeton University, School of Public and International Affairs, Discussion Papers in Economics.


	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing versus FDI in Industry Equilibrium,"
NBER Working Papers 
9300, National Bureau of Economic Research, Inc.

	 Helpman, Elhanan & Grossman, Gene, 2002.
 "Outsourcing Versus FDI in Industry Equilibrium,"
CEPR Discussion Papers 
3647, C.E.P.R. Discussion Papers.

	 Gene M. Grossman & Elhanan Helpman, 2002.
 "Outsourcing versus FDI in Industry Equilibrium?,"
Harvard Institute of Economic Research Working Papers 
1965, Harvard - Institute of Economic Research.







	 Wilhelm Kohler, 2002.
 "The Distributional Effects of International Fragmentation,"
Economics working papers 
2002_01, Department of Economics, Johannes Kepler University Linz, Austria.

	 S. Montresor & G. Vittucci Marzetti, 2006.
 "Outsourcing and structural change: shifting firm and sectoral boundaries,"
Working Papers 
566, Dipartimento Scienze Economiche, Universita' di Bologna.

	 Michael Landesmann & Robert Stehrer, 2009.
 "South-North Integration, Outsourcing and Skills,"
wiiw Research Reports 
353, The Vienna Institute for International Economic Studies, wiiw.






  
     More about this item
  Keywords
 outsourcing;  imperfect contracting;  trade in intermediate goods;  intra-industry trade; 
All these keywords.
JEL classification:

 	F12 - International Economics - - Trade - - - Models of Trade with Imperfect Competition and Scale Economies; Fragmentation
	L14 - Industrial Organization - - Market Structure, Firm Strategy, and Market Performance - - - Transactional Relationships; Contracts and Reputation
	L22 - Industrial Organization - - Firm Objectives, Organization, and Behavior - - - Firm Organization and Market Structure
	D23 - Microeconomics - - Production and Organizations - - - Organizational Behavior; Transaction Costs; Property Rights



Statistics

 Access and download statistics




 
    Corrections

    All material on this site has been provided by the respective publishers and authors. You can help correct errors and omissions. When requesting a correction, please mention this item's handle: RePEc:pri:wwseco:dp218.pdf. See general information about how to correct material in RePEc.
      

      If you have authored this item and are not yet registered with RePEc, we encourage you to do it here. This allows to link your profile to this item. It also allows you to accept potential citations to this item that we are uncertain about.
      
If CitEc  recognized a bibliographic reference but did not link an item in RePEc to it, you can help with this form .

      If you know of missing items citing this one, you can help us creating those links by adding the relevant references in the same way as above, for each refering item. If you are a registered author of this item, you may also want to check the "citations" tab in your RePEc Author Service profile, as there may be some citations waiting for confirmation.
      

        For technical questions regarding this item, or to correct its authors, title, abstract, bibliographic or download information, contact: Bobray Bordelon (email available below). General contact details of provider: https://edirc.repec.org/data/wwprius.html .







          
      

      





      Please note that corrections may take a couple of weeks to filter through
      the various RePEc services.








  
    More services and features

    
      
        
          MyIDEAS

          Follow serials, authors, keywords & more

        
        
          Author registration

          Public profiles for Economics researchers

        
        
          Rankings

          Various research rankings in Economics

        
        
          RePEc Genealogy

          Who was a student of whom, using RePEc

        
        
          RePEc Biblio

          Curated articles & papers on economics topics

        
      

      
        
          MPRA  

          Upload your paper to be listed on RePEc and IDEAS

        
        
          New papers by email 

          Subscribe to new additions to RePEc

        
        
          EconAcademics

          Blog aggregator for economics research

        
        
          Plagiarism

          Cases of plagiarism in Economics

        
      

      

    

    
      About RePEc

      
        
	  RePEc home 

	  Initiative for open bibliographies in Economics

	
        
          Blog 

          News about RePEc

	
        
          Help/FAQ 

          Questions about IDEAS and RePEc

	
        
          RePEc team

          RePEc volunteers

	
        
          Participating archives

          Publishers indexing in RePEc

	
        
          Privacy statement 

	
      

    

    
      Help us

      
        
          Corrections

          Found an error or omission?

	
        
          Volunteers

          Opportunities to help RePEc

	
        
          Get papers listed

          Have your research listed on RePEc

	
        
          Open a RePEc archive

          Have your institution's/publisher's output listed on RePEc

	
	
          Get RePEc data

          Use data assembled by RePEc

	
      

    




  
    
      IDEAS is a RePEc  service. RePEc uses bibliographic data supplied by the respective publishers.
    

  

  
  


















