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The Impacts of Outsourcing Behavior by Multi-national Firms upon Global Production-Trade

Structure
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Daming XU*, Kakuya MATSUSHIMA** and Kiyoshi KOBAYASHI***

In this paper, a two countries model is formulated to investigate the global production-trade pat-
ters including outsourcing behavior emerged by the location behaviors of multi-national enterprises.
Two countries are characterized by heterogeneous labor productivities. The multi-national enter-
prises, heterogeneous in productivities, are supposed to provide the differentiated commodities
in the monopolistically competitive global market. They determine production locations in the
global economy. The comparative static analysis is carried out to investigate the impacts of global
infrastructure arrangement, associated with the decrease of transportation costs, upon the optimal

production-trade patterns in the economy.
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