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PUBLICATIONS:

Functional Fragmentation and the Location of Multinational Firms in the Enlarged
Europe, Regional Science and Urban Economics, 2006, vol 36, N°5, pp. 658-677

Despite the recent advances in the theory of location, the analysis of the role of services
surrounding production activity has been largely neglected. This paper analyzes the co-
location of a multinational firm’s value chain in the enlarged European Union. Depending on
its particular characteristics, each function (or activity) would favour different country
characteristics. Opposing this dispersion force, vertical linkages between stages can
encourage firms to co-locate different activities in the same country. We use recently
collected individual firm data on almost 11.000 location choices for a 5 year period and 23
countries. We analyze the determinants of location choice for each activity, including sectoral
and functional agglomeration variables. We also illuminate the co-location of functions at the
firm level, specifically that of R&D and production.

COMPLETED PAPERS:

Productivity and the Sourcing Modes of Multinational Firms: Evidence from French
Firm-Level Data, joint with Farid Toubal, 2007.

We investigate the role of firm’s total factor productivity in its decision to import from their
affiliates rather than from independent input suppliers. We propose a slightly modified
version of the Antras and Helpman (2004) model. We assume higher fixed costs under
outsourcing and a firm-specific production function. We use detailed French firm-level data
that provides a geographical breakdown of French firms’ import at product level and their
sourcing modes in 1999. We find strong empirical support for the theoretical predictions of
the model. In particular, high-productivity firms that have a production process intensive in
suppliers’ inputs source their inputs through independent foreign suppliers.

Incomplete Contracts and the Welfare Impact of Globalization, joint with Frédéric
Andres, submitted

Our paper investigates the trade-offs a firm faces when it decides where to locate its supplier
and whether or not it should integrate this supplier. In order to shed new light on this topic,
we embed an incomplete contracts setting into a model of economic geography with
heterogeneous firms whose process of production can be geographically separated. When a
Northern Headquarters contracts with a Southern supplier, the presence of international
incomplete contracts leads to a higher profit margin and a higher price. Thus, trade
liberalization is not necessarily welfare-enhancing despite the lower cost of labour in the
South. We show that firms that use a large share of the low-tech input relocate first, using
outsourcing. When industrialization of the foreign country is well advanced, more
technological firms start to relocate also, but integrating their supplier. We argue that this
change in the organizational structure of firms increases the speed of Southern
industrialization. However, we also show that this acceleration might be detrimental to
workers’ welfare in both countries.

Slicing Up the Value Chain and the Spatial Organization of Multinational Firms



