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First part [foreign firm premium]:

® Emma (high quality) and Nick (low quality) move from GM to Toyota, same
year same CZ

® Emma’s wage goes from 100 at GM to 107 at Toyota, Nick gets the same 50

Second part [foreign spillovers]:

® Toyota's local operations grow in size relative to GM — Large domestic firms
benefit, and all Emmas earn more

NB: Toyota and GM are different
® Toyota is foreign, GM is not

® Toyota more productive than GM
® Toyota: 8 Emma / 2 Nick ; GM: 6 Emma / 4 Nick



Foreign Firms Have Higher TFP
and Better Employees

® they pay more

® they generate positive local spillovers
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Toyota's own estimates of the job multiplier are different:
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Main Comments

1. Empirics and Contribution
2. Foreign Wage Premium: Mechanisms

3. Foreign Spillovers: Mechanisms
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Foreign Spillovers:
® Top firms generate positive spillovers also not controversial (e.g. Greenstone, Hornbeck,
Moretti 2010), especially in developed countries

® Contribution is use of shit-share design in new setting

® To keep an eye on:
® Bartik-style assumptions, tests, inference (e.g., Goldsmith-Pinkham et al 2019, Adao et

al 2019, Borusyak et al 2018)

® Compositional changes?

Where | hope extra contributions can be made: [Open black box of “foreign-ness”]



Larger Effects if MNEs of Developed Countries?
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Replicating Findings in Brazil 1/4
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Replicating Findings in Brazil 2/4
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Replicating Findings in Brazil 4/4
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2. Foreign Wage Premium: Mechanisms

® Seleetion
¢ Rent sharing by more productive firms

® Job risk

e Compensating differentials (extra hours and amenities)

e Efficiency wages due to monitoring and communication problems
® Job-specific skills

® Protecting foreign-specific firm assets

® Aversion to foreign firms and co-workers

® Cultural differences by country of ownership

Cannot disentangle everything, but maybe:

® Heterogeneity across sectors and firm types x Rule out unlikely channels x
Make estimate as tight as possible (e.g., within 6-digit NAICS * zipcode * year)
x Residual is “foreign-ness” (economic, cultural, behavioral, ...7)
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3. Foreign Spillovers: Mechanisms

® Technology and knowledge spillovers

® | ocal demand
® Input-Output linkages
[ ]

Competitive pressure

® Management practices

Here | think you can do a lot more:

® Heterogeneity across sectors can go a long way [customer-suppliers networks, product market
competition, labor market networks, knowledge/innovation complementarities, ...]

® Do effects vary by geographic distance?

® Extensive vs intensive margin

® Employees’ movements across foreign and domestic firms

® Change in firm's input and output (investment mix, innovation type)?

® Lots of other interesting outcomes!



My Takeaways

Fantastic paper, huge policy implications
Just some extra empirical checks
More on mechanisms and “foreign-ness”

Many many followups



Thank you



