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Abstract 

This paper studies the effects of globalization on the employment growth volatility by inves- 

tigating the relationship between firms' export intensity and labor demand volatility across 

skills. Based on detailed firm-level administrative French data for the period 1996-2007, 

we show that firms with intense export activity exhibit lower volatility of labor demand 

for skilled, compared to unskilled workers. Both the theoretical and empirical analysis 

point to the importance of skill-intensive fixed export costs in explaining this effect. Our 

identification strategy is based on an instrumental variable approach to provide evidence 

of causal effects. Our findings show that a higher level of export intensity increases the 

employment growth volatility for unskilled relative to skilled workers. 

Keywords: Export intensity, employment volatility, skilled labor, firm-level data. 

JEL classification: Fl, F16, 125, 160. 

We thank the editor and three anonymous referees for very useful remarks. We also thank participants of 

the CEPII seminar, International Economics and Labor Markets seminar at University of Paris 1, The Royal 

Economic Society meeting 2017, the Trade and Labor Market workshop at University of Milan 2017, DEGIT 

conference 2017, University of Le Mans, CY Cergy Paris University, University of Munich, OECD applied 

economic and University of Warwick. We have benefited from discussions with Andrea. Ariu, Lionel Fonta.gne, 

Thierry Mayer, Hillel Rapoport, Ariell Reshef, Farid Toubal, Gonzague Vannoorenberghe, and Maurizio Za- 

nardi. The authors would also like to thank Nicolas Berman for kindly sharing the data. used to construct the 

instrumental variables. All errors are our own. This research has been conducted as part of the ANR project 

"MOQAT" 18-CE26-0011. 

University of Paris 1, Centre d'Economie de la Sorbonne (CES). E-mail: maria.bas@univ-parisl.fr. 

CY Cergy Paris University, THEMA. E-mail: pamela.bombarda.@cyu.fr. 

CEPII and INRAE. E-mail: beatrice.postec@cepii.fr. 

University Pa.ris-Da.uphine, PSL. E-mail: gia.nluca..orefice@da.uphine.psl.fr. 

1 

© 2021 published by Elsevier. This manuscript is made available under the CC BY NC user license
https://creativecommons.org/licenses/by-nc/4.0/

Version of Record: https://www.sciencedirect.com/science/article/pii/S0014292121002385
Manuscript_46bd2e8a38e9fdc6bcef52dc65a1d305

https://creativecommons.org/licenses/by-nc/4.0/
https://www.sciencedirect.com/science/article/pii/S0014292121002385


















estimate the structure of hiring and firing costs in France. While the hiring costs tend to 

be small and economically relevant only for CDD contracts, the firing costs are economically 

relevant for both types of contracts (CDI and CDD). Interestingly, the authors show that 

firing costs exhibit a concave shape with respect to the number of dismissed persons. Other 

job protection rules, such as those concerning the years of seniority of employees, have also an 

impact on the firing cost of firms. For example, employers with more than eleven employees 

have to pay severance payments in case of unfair dismissal when the employee has more than 

two years of service (Cahue et al., 2019, and Cahue et al., 2021).9

Kramarz and Michaud (2010) conclude that "the more skilled the labor force, as measured 

by the share of managers, engineers and other professionals, the higher the fixed cost for both 

collective and individual terminations." Their finding suggests that firing costs tend to be larger 

for skilled than for unskilled workers, which may contribute to explain why labor adjustments 

vary across skills. This conclusion is in line with the results in Blatter et al. (2012), who 

use administrative Swiss employer-employee data to show that hiring and training costs are 

generally higher for skilled than for unskilled workers. These findings are in line with our 

research question. Another reason (on top of the skilled intensive fixed export cost channel) 

for why firms more exposed to foreign shocks tend to adjust more easily the unskilled than 

the skilled labor demand is because firing and hiring costs are higher for skilled workers. 

3 Theoretical motivation 

While this paper is primarily an empirical analysis, we describe here a plausible theoretical 

mechanism underlying the link between export activity and employment growth volatility 

across skills. The mechanism we have in mind is related to the structure of firm's export costs 

in terms of skilled and unskilled workers. The existence of significant sunk costs associated 

with exporting is widely documented (Das et al., 2007), and the corresponding fixed export 

costs are composed in large part of logistical, coordination and distributional operations, which 

are usually more skill intensive than production activities (Artopoulos et al., 2011; Cavusgil 

and Zou, 1994). Fixed export costs reflect the adaptation to foreign standards, regulations, 

and taste of consumers, requiring mainly skilled workers to cover these tasks ( e.g. lawyers, 

engineers, marketing experts). The idea that fixed export costs are skill intensive is related 

to the fact that these costs involve services and tasks that require more skilled labor such 

as marketing, research, communication with clients or intermediaries and distribution. This 

idea is in line with the model developed by Matsuyama (2007) and the evidence presented 

9Other employers' obligations are related to organizing elections of staff representatives (above eleven em­
ployees), and to ensuring additional rights regarding hygiene, safety, employment and training (above fifties 
employees). 
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