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Abstract

This paper examines the role of international trade in the reallocation of U.S.
manufacturing activity within and across industries from 1977 to 1997. It intro-
duces a new measure of industry exposure to international trade, motivated by
the Heckscher-Ohlin model, which focuses on where imports originate rather than
their overall level. Results demonstrate that plant survival as well as output and
employment growth are negatively associated with the share of industry imports
sourced from the world’s lowest-wage countries. Within industries, activity is
reallocated towards capital-intensive plants. Plants are also more likely to alter
their product mix (i.e. switch industries) in response to trade with low-wage coun-
tries. Plants altering their product mix switch to industries that are more capital-
and skill-intensive.
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1. Introduction

U.S. manufacturing has undergone significant change over the past 40
years. Relative to other sectors of the economy, it has shrunk substantially.
Employment has declined from 26% of all workers in 1960 to 14% in 2000,
while output as a share of GDP has fallen from 27% to 16%. At the same
time, significant reallocation has occurred across industries within manu-
facturing: T-shirts and televisions are out, PDAs and pharmaceuticals are
in.

International trade is a prime suspect in these trends. Indeed, as U.S.
trade barriers have fallen, low-wage countries like China and India have
begun exporting to the U.S. many of the more labor-intensive products
formerly produced at home. This product cycling — where the U.S. moves
out of labor-intensive products like T-shirts and televisions as lower-cost
developing countries move in — is a key feature of standard trade models.
Given high relative wages, it is virtually impossible for the U.S. to survive
head-to-head competition with the world’s most labor-abundant countries
in labor-intensive industries.

This paper examines the reallocation of industries within manufactur-
ing, as well as the reallocation of manufacturing plants within industries.
We match plant-level input and output data to a new measure of U.S. ex-
posure to international trade motivated by the Heckscher-Ohlin factor pro-
portions framework. We address three questions. First, is plant survival
less likely, and is plant employment and output growth disproportionately
lower, for plants in industries where the world’s lowest-wage economies have
greater U.S. import presence? Second, within industries, are capital- and
skill-intensive plants — i.e. the plants most likely to be producing goods
in line with U.S. comparative advantage — more likely to survive and grow
relative to labor-intensive plants? Finally, do U.S. manufacturing plants
adapt to imports from low-wage countries by altering their product mix
towards industries where the U.S. possesses comparative advantage?

Our analysis provides the first evidence linking U.S. manufacturing
plant outcomes to international trade from low-wage countries. A key
contribution of our analysis is the finding that the origin of imports, rather
than their overall level, is significantly related to industry and plant real-
location over time. This evidence supports a key implication of the factor
proportions framework which has labor-intensive industries (and plants)
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in a capital-abundant country like the U.S. being most at risk from an
increasingly open world trading system.

We find both statistically significant and economically meaningful links
between low-wage imports and plant outcomes. First, the probability of
plant survival as well as employment and output growth from 1977 to 1997
are lower for plants in industries where low-wage country import presence
is high. Our findings indicate that a 10 percentage point increase in the
share of low-wage country imports is associated with a 3.3 percentage point
increase in the probability of plant death, and a 1.3 percentage point decline
in year-on-year plant employment growth rates. Second, within industries,
plant survival as well as employment and output growth are higher for
capital-intensive plants. Third, the probability that a plant alters what
it produces (i.e. switches industries) rises with the presence of low-wage
countries and declines with the plant’s capital intensity. If a plant does
switch industries, it moves into an industry that is more capital- and skill-
intensive, and that has a lower share of low-wage country imports.

Our approach is unique in two respects. First, motivated by the factor
proportions framework, we measure an industry’s exposure to international
trade in terms of where imports originate instead of their magnitude. We
identify this exposure via the share of industry imports sourced from coun-
tries with less than 5% of U.S. per capita GDP. Use of this value share
allows for a cleaner test of the implications of the framework than previ-
ously used proxies (e.g. import penetration). Low-wage country value
shares also have practical advantages over traditionally used measures of
import competition. Unlike import penetration, they do not incorporate
information about domestic production. Unlike import price indexes, they
can be computed for disaggregate products and are available for a long time
series.

A second difference between this paper and previous work is our exami-
nation of plants rather than industries, and our finding that plant outcomes
are related to plant input-intensities. One interpretation of this result —
motivated by the factor proportions framework — is that variation in a
plant’s input intensity signals variation in the types of goods it produces
within an industry. The most capital- and skill-intensive plants in the U.S.
Optical Instruments industry, for example, likely produce capital- and skill-
intensive microscopes rather than labor-intensive magnifying glasses. As a
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result, these plants compete less directly with the labor-intensive magnify-
ing glass imports from low-wage, labor-abundant countries. Consideration
of plant characteristics provides a more complete analysis of the link be-
tween international trade and plant survival and growth, and pushes our
inquiry one step closer to the agents making decisions. This advantage al-
lows us to examine a richer set of potential reactions to international trade,
such as plant shutdowns and plant-level industry switches.

This paper is most closely related to existing industry-level studies of
the effect of import competition on employment. The earliest of these
efforts examine one or a few industries over a relatively short period of
time and find little or no association between the level imports and industry
employment growth (Krueger 1980; Grossman 1987; Mann 1988). More
recent efforts based on larger sets of industries have established a negative
correlation between employment growth and either imports (e.g. Freeman
and Katz 1991, Sachs and Shatz 1994) or changes in import prices (e.g.
Revenga 1992). Sachs and Shatz (1994) conclude industry employment
levels fall between 1978 and 1990 due to imports from developing, rather
than developed, countries. Here, we consider both cross- and within-
industry changes due to foreign competition for a comprehensive set of
disaggregate industries. In addition, we focus on plant outcomes (survival,
growth, and product-switching) in the face of exposure to low-wage country
imports predicted by the Heckscher-Ohlin model.

The remainder of the paper is organized as follows. The next section
summarizes the theoretical framework guiding our analysis and outlines
testable hypotheses. Sections 3 and 4 summarize our data and the con-
struction of our low-wage country import value shares. Sections 5 and 6
present our econometric results and robustness checks. Section 7 concludes.

2. The Factor Proportions Framework

A key implication of the Heckscher-Ohlin trade model is that the indus-
tries produced in a country are a function of its relative endowments: in an
open world trading system, relatively capital- and skill-abundant countries
like the U.S. are expected to produce a more capital- and skill-intensive
mix of industries than relatively labor-abundant countries like China. The
standard Lerner (1952) diagram for depicting this equilibrium is displayed
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in the left panel of Figure 1. It illustrates the relative level of development
of two countries — the U.S. and China — in a world of two factors and four
industries. Industries are represented by unit value isoquants, with the
capital intensity of industries increasing from Apparel to Chemicals. Ex-
ogenous world prices identify relative wages — which anchor isocost lines —
for each cone of diversification.! The equilibrium depicted in Figure 1 has
four cones of diversification: the U.S. is in the capital-abundant cone and
produces Machinery and Chemicals while China is in the labor-abundant
cone and produces Apparel and Textiles.

In the figure, the U.S. offers high wages (wyg) relative to its return to
capital (ryg) due to its capital abundance. As a result, U.S. production of
labor-intensive Apparel and Textiles is unprofitable. The negative profits
that would be earned in those sectors can be seen by comparing the amount
of capital and labor that can be bought for one dollar in the U.S. versus
the amount of capital and labor needed to produce one dollar’s worth of
Apparel or Textile output. Relatively high capital costs in China, on the
other hand, render production of capital-intensive Chemicals and Machin-
ery unprofitable in that country. Though Figure 1 builds intuition for these
relationships using just two factors, these results are easily generalized to
a world of many factors and goods (Leamer 1987).

Removal of trade barriers leads to a reallocation of output and em-
ployment across industries as the industries formerly receiving protection
disappear. The logic of this reallocation can be seen by comparing the
right and left panels of Figure 1. In the right panel, trade barriers drive
a wedge between the U.S. domestic prices of Apparel and Textiles, repre-
sented by grey unit value isoquants, and their world prices, represented by
dashed isoquants. World prices for both industries are lower than the pro-
tected U.S. domestic price, and these lower world prices are represented by
unit value isoquants that are further from the origin (where more capital
and labor are required to produce one dollar’s worth of output). When
trade barriers are removed, the U.S. jumps to the equilibrium depicted in
the left panel, where as noted above, Apparel and Textiles production is
not viable.?

L“Cone” refers to the set of endowment vectors that select each pair of industries.

2While it is possible for firms in formerly protected industries to survive the removal of
trade barriers via productivity improvements, the gains required to overcome competition
from the world’s lowest wage countries is likely considerable, even more so for the most
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A difficulty in using the Heckscher-Ohlin model to motivate an inquiry
into plant behavior is that the model focuses on countries, factors and
industries, not plants. This focus is especially problematic given the grow-
ing evidence of within-industry plant heterogeneity: if plants in an industry
are all representative of that industry (i.e. if they all produce an identical
good), their production techniques and outcomes should be identical.

One way to reconcile the model with observed plant heterogeneity is
to assume plants produce a bundle of products within an industry. This
bundle is hidden from the researcher, who can only observe the primary in-
dustry in which the plant operates. This interpretation of plants is useful
for two reasons. First, observed plant characteristics, particularly plant
input intensities, can be used to augment the relative coarseness of the ob-
served industries used to track plant output. This interpretation assumes
labor-intensive plants within an industry in the U.S. are more likely than
capital-intensive plants to be producing the labor-intensive goods emanat-
ing from low-wage countries. Second, viewing firms as bundles of products
provides an explanation for why the removal of trade barriers does not
result in the immediate death of all plants in a newly unprotected indus-
try.  Under protection, plants are indifferent to producing capital- and
labor-intensive goods, with the result that some plants may produce both
types while others produce only one type. When trade barriers fall, plants
solely producing labor-intensive products disappear along with their prod-
uct lines. However, plants that formerly produced both types of goods do
not necessarily die. Instead, they may reallocate resources toward more
viable products.

We consider three testable hypotheses from the factor proportions frame-
work:

Hypothesis 1 Across industries, plant survival and plant growth decrease
with an industry’s exposure to imports from low-wage countries.

The first hypothesis is a cross-industry prediction that follows directly
from Figure 1. It implies plant survival and plant growth is lower for
industries at odds with U.S. comparative advantage, i.e. industries where
exposure to imports from low-wage countries is high.

labor-intensive industries. Nevertheless, our empirical analysis below controls for plant
productivity.
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Hypothesis 2 Within industries, plant survival and plant growth is in-
creasing in plant capital and skill intensity and plant productivity.

The second hypothesis is a within-industry prediction that assumes
plant input techniques are correlated with underlying product variation:
labor-intensive plants within an industry are assumed to produce labor-
intensive products within that industry, and are therefore assumed to be
more at odds with U.S. comparative advantage than capital-intensive plants.
As a result, labor-intensive plants are expected to fail or shrink relative to
capital-intensive plants. The implication with respect to plant productivity
is recognition of the fact that sufficiently high productivity can allow U.S.
plants producing labor-intensive goods to survive head-to-head competition
with labor-abundant countries.

Hypothesis 3 Plants that switch industries move towards more capital-
and skill-intensive industries and industries facing less exposure to imports
from low-wage countries.

In addition to failing or shrinking in response to the removal of trade
barriers, plants may adapt by re-orienting their output away from that of
low-wage countries. Approximately ten percent of the plants in our sample
change their industry across the four panels we study. We investigate
whether these plant responses are related to international trade.

3. U.S. Exposure to Low-Wage Country Imports

We introduce a new measure of industry import exposure to exam-
ine the link between U.S. manufacturing plant outcomes and international
trade. This measure is motivated by consideration of the factor proportions
framework. It differs from traditional measures of import competition, in-
cluding import penetration and import price indexes, by focusing on where
imports originate. As a result, our measure captures important hetero-
geneity in the types of goods within industries that labor- versus capital-
and skill-abundant countries export to the U.S.

We measure an industry’s exposure to imports from low-wage countries
via the value share (V.SH) of imports originating in these countries,

My
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where MZ{; and M;; are the value of imports from low-wage countries and
the total value of imports in industry ¢ in year t, respectively. VSH is
bounded by zero and unity; a V.SH of unity indicates all of an industry’s
imports originate in countries whose wages are very low compared to those
of the U.S..3

We classify a country as low-wage in year ¢ if its per capita GDP is less
than 5% of U.S. per capita GDP.* GDP is useful for classifying countries
because it is available for a much larger sample of countries than, for exam-
ple, estimates of manufacturing wages. Our cutoff captures an average of
50 countries per year, and this set of countries includes China and India as
well as most African nations. Table 1 provides a list of countries meeting
the criteria in all years of the sample.

We choose a 5% cutoff for several reasons. Most important, it rep-
resents the world’s most labor-abundant cohort of countries and therefore
the set of countries most likely to have an effect on U.S. manufacturing
plants according to the factor proportions framework. Second, though this
cohort of countries is responsible for a relatively small level of exports, it
accounts for a relatively significant share of U.S. import growth over time.
Among countries with less than 30% of U.S. GDP per capita, the cohort
of countries below the 5% cutoff experienced the largest increase in import
share, by far, between 1972 and 1992. Finally, the set of countries defined
by this cutoff is relatively stable, in terms of countries entering and leaving
the set, over the 1972 to 1992 sample period we consider. Using data and
concordances compiled by Feenstra (1996) and Feenstra et al. (2002), we
are able to compute V.SH for 385 of 459 four-digit SIC (SIC4) manufac-
turing industries between 1972 and 1992. These 385 industries encompass
88% of manufacturing employment and 91% of manufacturing value.

Table 2 summarizes V.SH by two-digit SIC manufacturing industry and
year. Years at the top of each column correspond to years for which we

SFeenstra (1994) demonstrates that V.SH is related to import price indexes. The
intuition for this relationship is that unavailable low-wage country varieties effectively
have an infinite price, so a price index which includes these unavailable goods declines as
they become available, i.e. as V.SH rises.

4We use current real exchange rates to perform the conversion to U.S. dollars rather
than a PPP exchange rate. For such low levels of income the use of current rates does
not change the list of countries below the cutoff, while using PPP exchange rates sharply
limits the available number of countries and years due to the lack of available data.
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can observe plants in the U.S. Census of Manufactures. The V.SH for each
two-digit industry is an import value weighted average of the four-digit SIC
industries it encompasses. To smooth out annual fluctuations, the V.SH
for year t is the average across years t—5 to t—1. The final row of the table
reports an overall weighted average and standard deviation for aggregate
manufacturing.

As indicated in the table, V.SH varies substantially across time and
industries. It is higher and increases more rapidly among industries with
a larger share of labor-intensive products, including Apparel, Textiles and
Leather.  Across all manufacturing, V.SH increases from 1.9% in 1977
to 5.7% in 1992 with much of this increase occurring in the most recent
years. The mean and standard deviation for V.SH across all four-digit SIC
industries and time are 4.6% and 9.2%, respectively. Figure 2 shows the
change in the low-wage import share from 1977-1992 for all SIC4 industries
plotted against the capital-labor ratio for the industry in 1977. While
there is substantial variation in the change of low-wage import shares, the
biggest increases in V.SH are concentrated in industries with the lowest
capital intensities, as predicted by the theory.

To facilitate comparison of V.S H with existing measures of international
trade, the first two rows of Table 3 report the correlation of V.SH with im-
port penetration (imports divided by domestic absorption) and changes in
real import price indexes.” Correlations in the table are for the pooled
sample of industries across the four census years summarized in Table 2.5
As expected, VSH is positively correlated with import penetration and
negatively, but not significantly, correlated with changes in real import
prices. The relatively low magnitudes of both correlations suggest that
VSH may be picking up a unique attribute in the import data. The weak
correlation with changes in real import prices may be due to the sparse-
ness and relatively high level of industry aggregation of the import price
indexes.

?Three-digit import price indexes are from Feenstra (1996). Though the availability
of these indexes increases with time, they cover less than one third of SIC3 industries
and are generally unavailable prior to the mid-1980s. As a result, the import price
correlation in Table 3 is based upon an aggregation of V.SH to SIC3 industries and
therefore encompasses far fewer observations than the other correlations in the table.

%The correlations are net of time effects: each measure of import exposure is regressed
on time dummies, and residuals from these regression are used to compute correlations.
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Table 3 also reports the correlation of V.SH with the value shares of
alternate sets of countries that may be influential in U.S. outcomes. These
groups include the OECD, the Asian Tigers and three definitions of “mid-
dle” income countries.” As indicated in the table, VSH is negatively
correlated with the OECD value share and positively associated with the
Tiger value share. Results are similar for the three middle value shares:
V SH is positively correlated with the 5-25% group, uncorrelated with the
25-50% group, and negatively correlated with the 50-75% group. In our re-
gression analysis below, we demonstrate the robustness of the link between
plant outcomes and low-wage country import exposure to the inclusion of
value shares from these alternate sets of countries.

In addition to its conceptual advantages, V.SH has three practical ad-
vantages over traditional import measures. Most important, it is largely
robust to shocks affecting both domestic production and imports. Import
penetration ratios, for example, can induce negative correlation with plant
output and employment growth due to the presence of domestic production
in the denominator. In addition, because it is computed from product-level
trade data, V.SH is available for a wide range of aggregation. Finally, it
can be computed for a long time series.

4. U.S. Manufacturing Plant Activity

Manufacturing plant data comes from the Censuses of Manufactures
(CM) of the Longitudinal Research Database (LRD) of the U.S. Bureau of
the Census starting in 1977 and conducted every fifth year through 1997.
The sampling unit for the Census is a manufacturing establishment, or
plant, and the sampling frame in each Census year includes detailed infor-
mation on inputs, output, and products on all establishments. Regression
analysis covers plant outcomes for four panels: 1977 to 1982, 1982 to 1987,
1987 to 1992 and 1992 to 1997.8

From the Census, we construct plant characteristics including the to-
tal value of shipments, total employment, total capital stock (K, the book
value of machinery, equipment, and buildings) and the quantity of and

TOECD countries are the 22 members as of 1992, i.e. excluding Mexico, Korea and
subsequent entrants. Asian Tigers are Korea, Taiwan, Singapore and Hong Kong.

8 : H . o .

We do not consider plant outcomes from earlier Censuses of Manufactures because
we do not observe VSH prior to 1972.
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the wages paid to non-production (N) and production (P) workers in each
Census year. Plant output is recorded at the four-digit SIC level of aggre-
gation, which is our definition of industry for the remainder of the paper.
Plant failure (alternately plant death or plant shutdown) is defined as the
cessation of operations of the plant and represents a ‘true’ death, i.e. plants
that merely change owners between Census years remain in the sample.

In constructing our sample, we make several modifications to the ba-
sic data. First, while the LRD does contain limited information on very
small plants (so-called Administrative records), we do not include these
records in this study due to the lack of information on inputs other than
total employment. Second, we drop any industry whose products are cate-
gorized as ‘not elsewhere classified’ because these ‘industries’ are typically
catch-all categories for relatively heterogenous products. In practice, this
corresponds to any industry whose four-digit code ends in ‘9’. This re-
duces the number of industries in the sample to 337. Finally, we drop
any manufacturing establishment that does not report one of the required
input or output measures. We are left with roughly 443,000 observations
encompassing roughly 245,000 plants in the four panels.

4.1.  Measuring Plant Factor Input Intensities

Two input intensities can be observed in the LRD. Plant capital in-
tensity is measured as the log of the ratio of plant capital stock to plant
production workers. Skill intensity is harder to measure as there is rela-
tively little information in the LRD on the characteristics of the workforce.
We measure plant skill intensity as the non-production worker wagebill to
production worker wagebill ratio,

N/P Wagebill Ratio = M, (2)
wpP
where wy and wp are the wages of non-production and production workers,
respectively.  We use the wagebill ratio rather than the raw input ratio
(N/P) to account for unobserved skill variation across plants and regions
(Bernard and Schott 2002).
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4.2.  Measuring Plant Productivity

As noted above, productivity gains can play an important role in a
plant’s ability to survive low-wage country competition. As a result, our
regressions control for plant total factor productivity (T'F'P). As is well
known, accurately measuring a plant’s multi-factor productivity is quite
difficult. Since we have only single observations for many of the estab-
lishments in the sample, we are constrained in our choice of productivity
measures. We estimate a simple five-input production function in logs for
each industry and year using two types of capital, two types of labor and
purchased inputs.” We recognize this procedure’s inability to control for
the co-movement of markups and productivity, or the co-movements of vari-
able inputs and productivity. By construction the measure is mean zero
for each industry in each period.

5. Empirical Results: Plant Survival and Growth

Plant outcomes between years ¢ and ¢ + 5 are related to a set of year
t plant characteristics (Z,;), the average import share of low-wage coun-
tries in the preceding five years (VSH;),and interactions of plant input
intensities and productivity with V.ISHy (Xipt),
Outcomegt+5 = f(Zpt, VSH, Xipt). (3)
We relate the levels of plant and industry characteristics in year ¢ to changes
in plant outcomes across Census years t to t + 5 to mitigate endogeneity of
contemporaneous behavior and plant characteristics.”
We consider three types of plant outcomes. The first is plant death,
which we estimate via probit,
Pr (Deatht™*5) = & (20,0 + VSH},B + Xy +0y) - (4)
Our set of plant characteristics encompasses log total employment (N + P),
age, log TF P, log capital intensity (K/P) and the N/P wagebill ratio from

9Using industry cost shares from Bartelsman et al. (2000) to generate plant TFP
estimates does not alter any of the conclusions.

10 As noted earlier, to smooth out annual fluctuations in the data, we computed V SH;,
as the average of V.SH; across the preceding five years (i.e. t —5 to t —1).
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equation (2).!1 Our inclusion of controls for plant size (total employment)
and plant age is motivated by the empirical work of Dunne et al. (1988,
1989) and subsequent theoretical models by Hopenhayn (1992a,b), Olley
and Pakes (1996) and others.!?>  Equation (4) also includes time fixed
effects, d¢; industry or plant fixed effects are also added to some specifica-
tions, as noted.

The additional plant outcomes we consider are changes in plant em-
ployment and plant real output, which we estimate by OLS,

AE7moloymemfl;,”t+5 = c+ Zya + VSH,B + Xy +0itep, (5)

AReal Outputh'™® = ¢+ Z) o + V.SH}, B + X[,y +61+ept. (6)

Plant output is deflated with industry shipment deflators available in the
NBER Productivity Database compiled by Bartelsman et al. (2000).!3 For
symmetry, we use the same plant characteristics in (5) and (6) as in the
death specification.!* All three specifications control for plant capital and
skill intensity as well as plant productivity.

The hypotheses derived earlier from the factor proportions framework
give us predictions on the coefficients for VSH;; and X;,;. With plant
death as the dependent variable, 8 > 0 indicates that plant failure is posi-
tively associated with industry exposure to low-wage imports (Hypothesis
1), while v < 0 indicates the probability of plant death is relatively lower
for more capital- and skill-intensive plants in those same industries (Hy-
pothesis 2).

""'The LRD does not record the precise start year for any plant. Instead, we only
know the first year the plant appears in a Census of Manufactures starting with the 1963
Census. Our measure of plant age is the difference between the current year and the
first recorded Census year. Plants that are in their first Census are given an age of zero.

2The closed-economy model in Olley and Pakes (1996) also predicts faster growth for
more capital intensive and productive plants.

Y http://www.nber.org/nberces/nbprod96.htm

M Numerous studies on mean reversion in plant employment growth have documented
the relationship between initial size and age and subsequent changes in employment
(e.g. Hall 1987 and Blonigen and Tomlin 2001). While we are not interested in testing
Gibrat’s law per se, we include the log of initial employment as well as plant age in all
our specifications.
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For the specifications considering plant growth, < 0 indicates real-
location of employment and output away from industries where the U.S.
is at a comparative disadvantage (Hypothesis 1), while 4 > 0 indicates
reallocation towards more capital- and skill-intensive plants within those
industries (Hypothesis 2).

Because our sample of plants includes deaths and births, we follow Davis
and Haltiwanger (1992) in using a normalized growth rate in our analysis.
For employment, this normalization is

Employmenttt® — Employment?
AEmploymentgt%:( oy P oy £ ) . (7

t+5
P

% (Empl oymenty, > + E mployment]@)

The annualized growth rate is equal to 2 for new plants and -2 for dying
plants. Because we cannot observe the characteristics of plants prior to
their birth, we are unable to include birth observations in our empirical
specifications below.

5.1.  Plant Shutdown and Fxposure to Low-Wage Country Imports

Table 4 summarizes the estimated relationship between the probability
of plant death between Census years ¢t and ¢ + 5 and the average industry
exposure to imports from low-wage countries across years t — 5 to ¢ — 1.
We estimate this relationship with and without interactions of V.SH and
plant characteristics, as well as with and without industry fixed effects. All
specifications include year fixed effects to control for aggregate variation in
plant death rates.

The first two columns of Table 4 report the marginal probability of
failure for specifications with levels of V.SH and plant characteristics. The
results indicate that plant death is more likely for smaller, younger and less
productive plants. These results are consistent with earlier research by
Dunne et al. (1988, 1989). We also find plant death to be inversely related
to capital intensity and unrelated to our measure of skill intensity.

As predicted by the theory, the positive and statistically significant co-
efficient on V.SH in columns one and two indicates that the probability

""To the extent that employment growth due to births is lower (higher) in industries
with a greater low-wage import presence, the degree of reallocation due to low-wage
imports may be understated (overstated).
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of plant death increases with an industry’s exposure to imports from low-
wage countries. Comparison of the first and second column indicates that
this relationship persists with the inclus