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4. Conclusion

While examining the determinants of the skilled-unskilled
wage gap, a number of studies have highlighted the role of skilled
biased technological change and trade liberalisation. This paper
focuses on the role of international outsourcing. Based on the
work of Batra and Beladi (2010), international outsourcing of skill-
intensive tasks is introduced in a Heckscher-Ohlin-type product
variety model.

The model is used to investigate the impact of outsourcing
on the skilled-unskilled wage gap, when all goods are traded.
Outsourcing affects the skilled-unskilled wage gap through a
direct as well as an indirect channel. The direct impact of
outsourcing on the skilled wage is positive but the indirect impact
on the unskilled wage can be ambiguous. The results presented in
this paper suggest that, in overall terms, international outsourcing
increases the skilled—unskilled wage gap.

This paper focuses only on the long-run equilibrium. It would be
interesting to examine the properties of the short-run equilibrium.
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