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International Tradeand RentSharingin Developedand Developingcountries

Abstract

In this paper we derive thentesta theoreticalequation basedon rentsharing
theories,linking industry wagesto openneswariables. This relation hasthree
main features: 1/ it can be easily confrontedto the data. 2/ it allows for both
impactsof importandexportvariablego beproperlyconsideredn asametestable
wageequation. 3/ it stressesxplicitly therole of imperfectmarket structuresof
goodsandlabor, aswell astheir interaction,when studyingwages’responseo
opennessWe constructa datasethat providestogethertrade,actiity andlabor
relateddatafor around29 industriesand65 countriesbetweerll981and1997.We
find, for OECD countries,thatan increasdn export aswell asdomesticmarket
sharegs associateavith growth in wagesn roughlyhalf of theindustries Among
developing countries,Mediterranearfollowed by Latin Americancountries,are
thosewhere suchphenomenorof rent-sharingcan be obsered. This doesnot
seemto bethecasein Asia however.

Résune

Danscetarticle, nousconstruisonguis testonsun mockle bas surla théorie
desnégociationssalarialepermettande lier les salairessectorielsaux variables
d’ouverture.L’ équationthéoriqueobtenuea trois caracéristiquesprincipales: 1/
elle peutétre aismentconfrontée aux donrees, 2/ elle introduit 'impact de va-
riablesd’importationset d’exportationsdansune méme équationestimable 3/
enfin, elle explicite le rdle de I'imperfection desstructuresde marctesdesbiens
et du travail, et leur interaction,dans!’ étudede I'impact du commercesur les
salairesNoustrouwons que dansles paysde 'OCDE ainsi que dansceuxde la
Méditerrae,et dansunemoindremesureesn AmériquelLatine, un accroissement
despartsde marcte surle marcte domestiqueet sur celui a I'exportationestas-
sock a un accroissementessalairesdanspresde la moitié dessecteursEn re-
vanchedanslespaysd’'Asie, ce phénonenene semblepasétreal’'oeuvre.

JEL Classification F1,L1 & J3

Keywords: Liberalization,OpennessRentSharing WagesMark-ups

Motsclés: Libéralisation Ouwerture,PartagedesRentes Salaire Marges



CEPII, Documendetravail n°01-09.

Summary

How arerentsfrom opennessapturedand contested and then sharedamongcountries,
emplgrersandemployees,in developedanddevelopingcountries?The existing literaturedoes
not answer It hasbeenmostly interestedn labor market adjustmentsn developedcountries
only. Moreover, constrainedy the assumptiorof perfectlycompetitve markets, it doesfocus
onfactorrevenuesandnot on thedistribution or captureof rentsconsecutie to openness.

Neverthelessin recentyears,moreattentionhasbeenpaidto therole of imperfectcompeti-
tion in theimpactof tradeon labor Accordingly a growing body of theliteraturehasexplained
changesn wagesby changesn rentsconsecutie to opennessassumingboth imperfections
in the commoditymarket andthe unions’ market powver (SeeAbowd andLemieux(1993)and
BorjasandRamey (1995)). However, the literatureis still ratherscarceon examiningwhether
relatedmechanismsffect developing countriesin the sameway asindustrializedones. Harri-
sonandHanson(1999) review the literatureon tradepolicy andthe labor market adjustment,
mainly basedon specificstudiesrelatedto Mexico andMorocco,andfind thatopennes$iad a
smallimpacton wagesand employmentThe main reasonsthe authorsargue,comefrom both
imperfectionsf laborandproductmarketsconsistentvith therentsharingtheories.

Mary issuesarestill puzzling. The’'modern’ literatureon tradeandrentsharingwaspartic-
ularly interestedn onevectorof opennessimport penetrationHowever, if rentsaccruingto the
laborarecontestedy imports,thenwhy not examinewhetherforeignrentscanbe capturedoy
firms, andhenceunions,throughexporting? We asktypically whatis the appropriateshapeof
therelationbetweenindustrywagesandopennesidicatorssuchasimport penetrationgxport
intensityor foreignmarket shares.

Moreover, we study whethertheseindicatorsimpact wagesidentically in developedand
developingcountries.In thelattergroupof countriesrentsaccruingto protectedactorsmaybe
importantaswell, while rentsto be capturedby exporting might be morelimited. As a matter
of fact, openingthoseeconomiesnaybe associatedvith the lossof large rentson the domestic
marletin industriescharacterizethy imperfectcompetition while thesecountriesvould tendto
specializeandexportin rathercompetitive industries.

In this paper we addresshesequestiondy building andtestinga theoreticalmodelbased
on rentsharingtheories. Accountingfor the StructureConductPerformancearadigmandin-
ternationaimarket sggmentationye derive anequationinking industrywagesto bothdomestic
andforeign marlet sharevariables. This theoreticalrelation hasthreemain features:1/ it can
be easily confrontedto the dataat the industrylevel. 2/ it allows for both impactsof import
andexporttypevariablesto be properlyconsideredn a sametestablevageequation.3/ finally,
it stressesxplicitly therole of imperfectmarket structureof goodsandlabor, aswell astheir
interaction whenstudyingwages’responseo openness.

We usetwo UNIDO databaseto constructa datasethatmatchedrade,actiity andlabour
relateddatafor around29 industriesat the 3-digit ISIC nomenclaturgRev.2) in 65 countries,
within the 1981-1997period. We find, for the OECD countries,that an increasein export as
well asdomesticmarlket shareds associatedvith anincreasen wagesin roughly half of the
industries Amongdevelopingcountriesjn Mediterranearcountriesfollowedby thosein Latin
America,suchphenomenomwf rent-sharingcanbe obsered. This doesnot seemto bethe case
in Asiahowever.
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Résunt long

Commentles rentespouvant etre obtenuesa I'ouverture sont-ellecapees,contestespuis
redistribuées, entre emplagyeurs et emplo/és des pays dévelopges et en developpemen? La
litératureexistanten’apportepasde réponseLa plupartdesétudesont éte mereessur I'ajus-
tementdu marcle du travail desseulspaysdéwelopges.De surcrdt, contraintesparl’hypothese
deprofitsnulsenconcurrencegarfaite,celles-cinepouvaients’intéressequ’ala distributiondes
revenusdefacteursetnonala distributiondela rente.

Un nouweau courantde la littératurea dépla& le débatd’un cadreconcurrentielsur les
marctesdesproduitset desfacteursyersdesmarctesou desrentesexistent,peuent étre par
tagees,graceaupouwir denégociationdessyndicats et seraientffecttesparl’ouverture(Voir
Abowd et Lemieux(1993)et Borjaset Rame (1995)).Lesquelquestudeseffectueessurl'im-
pactdu commercedansles paysen déweloppement’inspirentégalementi’un cadrethéorique
enconcurrencémparfaite ot lessyndicatgarticipentactvementala determinatiordessalaires
et de'emploi. Harrisonet Hanson(1999)recensenta litt ératuresur le commerceet I'ajuste-
mentdu marcte du travail danscespayset concluentquel’ouverturea euun faible impactsur
lessalairesetI'emploi.

Tous les auteurscités precedemmenst’intéressentaux pertesde rentessur le marcte do-
mestiqueduesa la libéralisationcommercialells ne prennentpasen consicrationles gains
potentielsde rentesréali€s a I'exportationet a leur redistritution. Quelle estalorsla relation
theoriquepréciseexistantentresalairesyenteset variablesd’ouverturea I'importation etaI'ex-
portation? Les salairessont-ilsaffecttsdela mémefagon dansles paysdéwelopgset les pays
endéweloppemen®? DanslesPVD, la concurrencétrangrepeutaffecterlesrentesdomestiques
alors que les profits obtenusa I'exportationpeuent étre plus limités. En effet, nouspouvons
penserqu’a I'ouverture cespaysdétournentieur productionde secteursa fortesrentes,ou ils
n’ont pasd’avantagecomparatif poursespecialiserdansdessecteur®u ils sontplusavantags,
maisaussibeaucouplusconcurrentiels.

Noustentonsd’examinercesquestiongenconstruisanpuisentestantun mockleba$ surla
theoriedesnégociationsalarialesA 'aide du paradigmale Structure-Conduite-Performanee
de I'hypothesede sggmentationinternationaledesmarclées, on peutdistinguerdansune meme
équationde salairece qui releve du marcte domestiquede ce qui estrelatif auxmarctesal’ex-
portation,danda déeterminatiordessalairesL’ équatiortheoriqueobtenueatrois caracéristiques
principales: 1/ elle peutétreaigsmentconfronéeauxdonrées 2/ elle introduit'impact deva-
riablesd’importationset d’exportationsdansunemémeéquationestimable 3/ enfin, elle expli-
cite le role del'imperfectiondesstructuresiemarctesdesbiensetdutravail, etleurinteraction,
dansl’ étudedel'impact du commercesurlessalaires.

Nousutilisonsdeuxbasesledonreesde’ONUDI pourconstruiraunebasencluantdonrees
decommerced’activité et detravail pourquelque29 secteursau niveau3-chiffres (ISIC rev.2)
dans65 pays,pourla période1981-1997Noustrouvonsquedansles paysde|'OCDE ainsique
dansceuxdela Méditerrai@e,etdansunemoindremesureenAmériquel atine,unaccroissement
despartsde marcte surle marche domestiqueet a I'exportationestassodd a un accroissement
dessalairegdlanspreésdela moitié dessecteursEnrevanche dandespaysd’Asie, cephénonene
nesemblepasétreal’'oeuvre.
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Inter national Trade and Rent Sharing in Developedand
Developing countries

Lionel Fontagré?, Daniel Mirza®

1 Intr oduction

Sincethe WTO'’s Seattlemeeting,NGOs, unionsand otherrepresentaties of the civil society
calledfor moreequity in the globalizationprocess.Accordingto theseclaims,todays global-
ization would firstly benefitcapitalholdersandmultinationalfirms. To quotethe recentPorto
Alegre Call for Mobilisation:

" ... Wedemandhegenuinerecognitionof theright to organiseandnegociate
for unions,andnew rights for workersto facethe globalisationstratey ... Free
tradeis arything but free. Globaltraderulesensurethe accelerateédccumulation
of wealthandpower by multinationalcorporationsandthe furthermaminalisation
andimpoverishmenbf smallfarmersworkersandlocal enterprises...”.

Thebulk of thetradeliteraturefails to addressheissueof opennesi thesetermshowever,
while therehasbeenburgeoningliteratureon the interactionsbetweentrade,employmentand
wages.How rentsarecapturedandcontestedandthensharedamongcountries emplo/ersand
emplo/ees,remainsan avenuefor research.Moreover, whereascivil societyfrom aroundthe
world seemgo beconcernedboutthis call, existing studieshave beenmainly focusingon labor
market adjustmentsn developedcountriesonly.

Originally, thetraditionalfactorproportionview of tradetheoristshasbeenusedto examine
the impactof opennesgo tradewith developing countrieson wageinequalitiesin the OECD.
However, authorsdo notfind ary sizeabldmpactof opennes®nwagesin importing countries.
Besidesunlike the theorys prediction,factordemandor white collarsseemsdo beincreasing,
notdecreasingwith theskill premium.In total, the StolperSamuelsowiew accordingo which
importsfrom low wagecountriesharmunskilledlaborin OECD countriesshouldbe questioned
4. Laboreconomist®ffer analternatve explanationof laboradjustmentvhereimports,but also
immigrationfrom developingcountries affect thelabor supplycurve. Accordingly inequalities
couldbe explainedby arisein therelative servicesof unskilledlaborin the OECDembodiedn
tradevolumes. Technologicathangés alsoconsideredo be aseriouscandidatdor explaining

1Thisresearcthasbeengrantedinancialsupportby the FrenchPlanningAgeng (CommissariaGeéréral
duPlan,corventionn®5-2000).We aregratefulto Keith Head,SébastienJean David Margolis and Thierry
Mayerfor helpful commentn anearlierversion.Usualdisclaimerapply

2CEPII, Email:fontagne@cepii.fr

STEAM, Universié deParis| Pantteon-Sorbonnet CNRS106-112Bd del’hdpital 75647ParisCEDEX
13.Tel: (33) 14407 82 64; Fax: (33) 1 4407 8267 Email:danmirza@umiparisl.fr

4Seerecentwork onthe StolperSamuelsorffect concerningheperiodof theeightiesjn Leamer(1996)
aswell asBaldwinandCain(1997).

5SeeWood (1995)andBorjas,FreemarandKatz (1996)amongothers.
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the risein inequalities®. However, Neary(2001)shaws thattheimpactof technologycould be
alsoendogenouto openness.

Neverthelessthe above studiesdo not focuson the distribution or captureof rentsconsec-
utive to opennesshut on factor revenues. Exceptin Neary (2001), mostof themare actually
constrainedy the assumptiorof perfectlycompetitve marlets. Neary notesthatthe competi-
tive generakequilibriumtrademodels,do not allow for ary discussioron theimpactof tradeon
mark-ups.

Indeed,in recentyears,more attentionhasbeenpaid to the role of imperfectcompetition
in theimpactof tradeonlabor In apioneeringwork, Oliveira-Martins(1994)findsthattrades
impacton industrialwagesrelieson productmarlet structurecharacteristicin the OECD.One
possiblereasonbehindthis result,is that thesewagesdo not only resultfrom the equalization
of labourdemandand supply which is whatis usuallyassumedy the classicalview of trade
andlabourtheorists.They could alsodependon the financialsituationof the employer andthe
bamgainingpower of employees.

Accordingly a growing body of the literaturehasexplainedchangesn wagesby changes
in rentsconsecutie to opennessassumingothimperfectiondn the commodityandthe labour
marlets. Two seminalarticlesby Abowd andLemieux (1993)andBorjasand Rame (1995),
stresgheimportanceof accountingor opennesasarentshifterfrom domestido foreignfirms.
In the presencef unions,the lossof profits dueto opennesgranslatesnto a reductionin the
wage premium. Borjas and Rameg proposea simple theoreticalframewvork of a two-sector
economyin which theimpactof tradeon wageinequalityis greaterin concentratedhdustries:
importscapturerentsotherwisesharedvith emplgyeeswithin the domestidirms.

In addition, theliteratureis ratherscarceon examiningwhetherrelatedmechanismsffect
developingcountriesn thesameway asindustrializedones.HarrisonandHanson(1999)review
theliteratureon tradepolicy andthe labor market adjustmentmainly basedon specificstudies
relatedto Mexico andMorocco,andfind thatopenneskada smallimpactonwagesandemploy-
ment The mainreasonsthe authorsargue,comefrom bothimperfectionsof laborandproduct
marketsconsistentvith the rentsharingtheories.Ghose(2000) providesusefuldescriptve evi-
denceof thesephenomenagonfirmingthelimited impactof importsfrom developingcountries
in the OECDs,while theformerwould have benefitedrom gainsin wagesandemplo/ment.

In total, mary issuesare still puzzling. The 'modern’ literatureon tradeandrent sharing
was particularly interestedin one vector of opennessimport penetration. However, if rents
accruingto thelaborarecontestedy imports,thenwhy not examinewhetherforeignrentscan
be capturedby firms, and henceunions,throughexporting? Budd and Slaughter(2000) stress
the idea that profits may be sharedacrossbordersaswell. They arethe first to find robust
supportto internationalinkagesaffecting Canadiarwages.The authorscapturetheselinkages
via four mainvariables:multinationalownership jnternationalinions tariffs andtransportcosts.

6Seefor instanceHaslel (1999)and Slaughte(1999)for a review of this literature. An additionalex-
planationfor rising inequalitiesconsidersa potentialincreasen labordemandelasticities(Slaughte(2001)
andJean(2000)).

7As shaved by Katz andSummerg1989),Kruegerand Summerg1988) or morerecentlyAbowd, Kra-
marzandMargolis (1999),the competitive wageassumptiorappearso beinconsistentvith the evidence.
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However, thesevariablesenterthe rent sharingequation,mainly throughtheir interactionwith

the industry profits in the domesticand foreign marlets. Put differently, the authorsdo not
sufiiciently explicit the theoreticalrelation betweenopenneswvariables,mark-upsand wages.
Here,we focusinsteadon tradevolumes—importsand exports—and ask typically whatis the
appropriateshapeof therelationbetweerindustrywagesandopennesidicatorssuchasimport
penetrationgxport intensityor foreignmarlet shares.

Moreover, we askwhethertheseindicatorsimpactwagesidentically in developedandde-
velopingcountries.In the latter group of countriesrentsaccruingto protectedfactorsmay be
importantaswell, while rentsto be capturedby exporting might be morelimited. As a matter
of fact,openingthoseeconomiesnay be associatedvith the lossof large rentson thedomestic
marketin industriescharacterizedy imperfectcompetition while thesecountriesvould tendto
specializeandexportin rathercompetitive industries.

In this paper we addresshesequestiongy building andtestinga theoreticalmodelbased
onrentsharingtheories.The existing modelis extendedto accountfor boththe StructureCon-
duct Performanceparadigmandinternationalmarket segmentationwhich enablesusto derive
an equationlinking industrywagesto both domesticandforeign market sharevariables. This
theoreticalrelationhasthreemain features:1/ it canbe easilyconfrontedto the dataat thein-
dustrylevel. 2/ it allows for both impactsof import and export type variablesto be properly
consideredn asametestablevageequation.3/finally, it stressesxplicitly therole of imperfect
marlet structureof goodsandlabor, aswell astheirinteractionwhenstudyingwages'response
to openness.

Why the issuesstressedbove have receved solittle attention,especiallyregardingdevel-
oping countries,remainsa puzzlingissueitself. As far asempirical studiesare at stale, the
persistentack of datamay have limited tentative checkupsto individual countriesexperiences,
suchas Mexico or Moroccoamongothervery few countries(seeCurrie and Harrison(1997)
andDe Melo et al. (2000)).Besidespnecould hardly quotea handfulof papergointly address-
ing therole of market structuresn trades impacton wagesandemplog/mentfor developedand
developingcountries.

Here,we usetwo UNIDO databasesthe 3-digit ISIC Industrial Statisticsdatabaseaswell
asthe Industrial Demand-SupplyBalancedatabaset the 4-digit level ISIC Code. Fromthese
sourceswe constructa datasethatmatchegrade,actvity andlabourrelateddatafor around29
industriesatthe 3 ISIC nomenclaturéRev.2) in 65 countrieswithin the 1981-1997eriod.

Wefind, for theOECDcountriesthatanincreasen exportaswell asdomestianarketshares
is associatedvith anincreasein wagesin roughly half of the industries. Among developing
countriesjn Mediterraneamountriesfollowedby thosein Latin America,suchphenomenowof
rent-sharinganbe obsened. This doesnot seemto bethe casein Asia however.

In the next section,we presentthe theoreticalmodel. Section3 highlights somestylized
facts. In section4 we designa stratgy to matchtheorywith the data. Section5 shavs the
econometrigesults.Section6 concludes.

10
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2 A simple modelwith imperfect competition

We follow the Senand Dutt hypothesig1995) by consideringa firm n from a countryi,
actingin oligopoly, wherethefirm’s emplo/ersandunionsbaigain over bothwagesandoutput.
The authorsdo not clearly justify the intuition behindthis particulartype of strongly efficient
bamainingasit is usuallyemplgymentthatis the secondvariableof interestin thesemodel$.
Onecanactuallythink thatfrom theunions’ point of view, thevariablebehindoutputis actually
employmentasthey know thatthesetwo variablesaredirectly linked in productionfunctions.
However, in oligopolistic marketsthe outputof the firm standsasa strateyic variablefrom the
managerpoint of view.

Here,we simply addto the SennandDutt framevork the hypothesighatthe firm senesits
own market andexportsto J — 1 foreign markets. Thesemarlkets areassumedo be interna-
tionally segmentedsothatfirms’ saleson a givenj market, with j € (1...J), dependonly on
this market’s characteristic§seeBranderandKrugman(1983)).Notethatj canbethe domestic
market (j = ¢) ortheforeignmarlet (j # ¢), sothateachtime thatthefirm senesthedomestic
market we shall saythatit 'exports’to this market.

Then,asoutputstandsfor the sumof exports,the Nashsolutionto the baigainingproblem
would beto choosewagesandexport volumesto eachs market. Hence,the objective function
to maximizeis

J
(lin[win — Wy i)™ [(Z Dijntijn) — Winlin] 1)
j=1

wherew,, designateshe alternatve wagein theeconomyi, A; indicatesthe union’s degree
of marletpower (0 < A < 1), psj,» andz;;,» thepriceandthevolumeof the exportinggoodof
thefirm. I; ,, standgor thevolumeof labourdemandor therepresentate firm.

Fromthefirst orderconditionswe derive thefollowing wageequation:

22 PijnTijn — Wuilin
Win = A ( J ) + Wy,i (2)

lin
Here firm wagesarelinearfunctionsof alternatve wagesandquasirentsperworker (Abowd
1989).However, asthe marletsareassumedo be sggmentedthentotal revenuesarethe sumof
revenuesobtainedrom eachexport market.

8The conceptof strongly efficient bagaining (i.e. both partiesnegotiateover wagesandemplo/ment)
hasbeenintroducedby Brown andAshenfelter(1986).1t is usuallyopposedo theright to manaye hypoth-
esis(i.e. unionsandemplogers bagain only over wagesonly) or the monopolyunion model(i.e. unions
choosesolely the wagerate). In thesemodels,emplo/ers settlea level of employment conditionalto the
wagerateaccordinglydeterminedWhile Brown andAshenfelter(1986),Card(1990)andHoskenandMar-
golis (1997)find a mixed supportto the hypothesiof efficient balgaining, Abowd (1989)and Christofides
andOswald (1991)supportcompletelythat hypothesis.Furthermorepsingdataon New York Statepublic
schoolsHosken and Margolis (1997) rejectsystematicallythe hypothesighat teachersunionsand school
districtsengagen monopolyunionor right to managestyle baigaining. In this article we maintainthe hy-
pothesif stronglyefficient baigainingagreementanddiscussn latersectiongheimplicationof aright to
manageor monopolyunionassumptionsn the parameterso estimate.

11
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Besidesgquatingmamginal revenueto maginal costin eachmarket, andconsideringequa-
tion 2 we derive the following quasimark-upequationon eachexport market:

Pijn — Wi _ [1+ay] sism @)
Pijn oj
Unlike traditional mark-upsthat expresstotal profits per unit value, quasimark-upsstand
for the total quasirentsper unit value. Equation3 is closelyrelatedto the Structure-Conduct-
Performanceype expressiondn industrialeconomicssince’quasi’ mark-upsdependon con-
jecturalvariationc, price-elasticityof demandr andmarket shares;j »n = xsj,n/X;, with X;

representingotal salesin themarlet 5°.

For easef exposition,weassuméhatoutputequaldabourdemandy;,, = ijl___J Tijn =

lin. Letp; nyin = Z]. Dij,nij,n Dethetotal revenuefor firm n andb;; = (A,%) Vi€
1...J. Expressingoy j' aforeign marlket differentfrom the domesticones, thenequations2
and3 give thefollowing realwagefunction:

Wi, n Wa,i

—— = b €i,nSiin + E [Bijr €t mSijt ] + —=

Pin vy Pin
J#i

(4)

where e = (Hﬁ) standdor theexportrateof firm n in themarlet j. Then,thereal
wageequation netfrom the real alternatve wage,is a linear combinationof the sumof export
marlet sharesveightedby theexportrateto eachcountryj. Theintuition behindthis relationis
thatanincreasan the market sharejn agivenmarlet j, translatesnto morequasirentsfor the
firm, thataresharedvith theemployeesin the presencef union power. Now, thesequasirents,
andthuswagecompensatiogains,arethe moreimportantthe morethe fraction of outputused

to senethis marlet j is high.

However, aswe do not have accesdo firms’ datawe presentn whatfollows anaggr@a-
tion strateyy thatenablesusto testa variantof the abose equationat the industrylevel (Here-
after, we assumehatthe industrysufiix & is implicit). Thus,let S;; = X;;/X; bethecoun-
try’s ¢ market sharein countryj for anindustry E;; = (%) beingits industrys export
rateandL; = Zn l;,» representingotal demandfor labourat the industrylevel. Moreover,
letypi; = [>,( ””XJ—]")2] be the export concentratioron the bilateral marlet {ij}. This
concentratiorindex informs us aboutthe degreeof competitionwithin all the exporting firms
from ¢ to the marlet 51°. Thenconsideringequation4 and computingthe real averagewage

wi/pi = [Y, winlin/Li] /pi attheindustrylevel we canderive thefollowing expression:

9Theconjecturakariationparameter: variesbetweerr1 andN; — 1 in orderto allow for asetof strateic
behaiors uponthe N; firmssellingin themarket. Theformervaluecorrespondso a perfectlycompetitve
marketwhile thelattersuggests Cartelboehaiour whenN; > 1, oramonopolywhenonly onefirm senes
themarlket. A Cournotcompetitionis assumedvhena = 0.
10The export concentratioron the bilateralmarket is the export concentratiorelative to a countrysi ex-

portingto j. For sale of clarity, assumehe particularcasewhereall the exporting firms have symmetric
characteristicén coststhenthis bilateralconcentratiorindex reducego theinverseof the numberof firms
thatexportto themarket 5. Then,it is easyto understandavhy thisindex of concentratiomevealsthe degree
of competitionwithin theseexportingfirms onthe market 5.

12



International Tradeand RentSharingin Developedand Developingcountries

w; Way i
o = B1,4 EsSi + Zﬂzij’ By Sijr + i ®
i
where
1+ a;
Bi,ii = [Aﬂ/ﬁi[ ]]
a;

and

1+ay
M] Vi #65 €{l...J—1}

gj

Ba,i50 = |:)\i'l/}ij’

Beforeinterpretingthe 8 parametersassumdirst thatthey aregiven. Thewagerelationwe
obtainattheindustrylevel is thenrathersimilarto theonepresentedtthefirm level, exceptthat
now export or domesticsalesratesand market sharesare not specificto a firm but relative to a
countryin arepresentate industry Besideshow thatthe relationis expressedat the industry
level an additionalterm w;;, relative to the stateof competitionwithin the exportersin that
industry entersheequation.

This equationhasthreemain characteristicsFirst, it canbe easily confrontedto the data
thatcouldbefoundattheindustrylevel whenstudyinga countrys opennesso trade.

Second this relation suggestghatin orderto appreciatehe opennessmpacton wages,
import penetrationexport market sharesand export intensityindicatorsneedto be considered
together To seehow they could intervene, we call hereafterthe compositevariable E;; S;;
the 'relevantdomesticmarket share’and E;; S;; the 'relevant export market share’relative to 4
exportingto j. Market shareobtainedfrom exportingto themarket j, are’relevant’ whenthey
countmorein thetotal rentsof theindustry Actually, whenacountry’s productionin anindustry
essentiallysenesits domesticdemand(inward oriented)then this industrys rentsare mainly
thosedrivenby thedomestiamarket. Hence |jf this countrys sharesn foreignmarketsincrease,
neitherdo they greatlyaffect total rentsnorwagesn thatindustry Besidesthedomestiomarket
sharevariablesS;; is by constructiorinverselyrelatedto importpenetratiolf;; asS;; = 1—M;;.
This suggestghat import penetrationis the more painful on wages,the more the country is
inward orientedin the consideredndustry On the opposite whena countryis mainly outward
oriented(proportionof exportsto productionis high), anincreasen its foreign market shares
would bemorerelevantto total rentsthatwould bethensharedvith emplo/ees.

Finally, theabove relationstressesxplicitly therole of imperfectcompetitionin goodsand
labourmarketswhenlooking atthewageresponseo opennessMore explicitly, theextentof the
relevant export market sharesor import penetratioreffects on wagesdependn the degreeof
interactionof bothunions’andfirms’ market powers. Actually, the 81 ,;; andthe J-1 parameters
Baijr, Vj' # i, expressthe interactedmarket povers of both unionsandfirms in determining
industryreal wages. Typically, price elasticity (¢;), conjecturalvariationg;) andexport con-
centration(y;; ), form togetheran averagemarlet power indicatorof firmsin ¢ thatexport to j,
Vj € {3, }. Hence thelargerthe marlket power, the largerthe rentsto be shared.Whetheror

13
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nottheserentsaresharedetweernworkersor emplo/ers,thendepend®n unionsrelative pover
capturedby A;. Ontheoppositejn acompetitve market where,for instance price elasticityis
high or producerdehae aggressiely throughthe conjecturalvariationparameterthe effect of
opennessn industrywagedifferentialsshouldbe low or evennot significant.

3 Stylized Facts

The 3-Digits Industrial StatisticsDatabaséIndstat3)reportsdataon activity suchas3-digit
industry total compensation{wagesand benefits),employment and production (ISIC rev.2).
UNIDO provides trade datawith Developedand Developing countries(imports and exports)
at the 4-digit industrylevel (ISIC rev.2 aswell), easilyaggregatableto 3-digit. Thenmatching
thesetwo databasesye wereableto constructa table of activity andtradedatafor 65 devel-
opedanddevelopingcountriesn 29industriesbetweenl981-1997 We presentn tablesl and2
the numberof industrieswheredatais availablein eachcountryfinally selectedbver the period
1981-1997.

Matching datafor differentcountriesand periodsis a difficult exercisehowvever. Table 1
summarizeswvailable informationand sheddlight on the large discrepang betweencountries.
While informationis availablefor the29industriesandthewhole1981-97periodfor the United-
Stateswe gotinformationfor 10 to 23 Danishindustriesdependingon the year or for 2 to 24
industriesin Mauritius. Othercountriesdid not provide informationfor the whole period: for
instance dataon Germany endin 1994, Bangladeshn 1992, while CostaRica’s datastartin
1984 0nly. Onthewhole, theworstinformationis availablefor El Salhador Ethiopia,France,
GhanaMadagascalNepal,NicaraguaRomania South-Africaand Tunisia. Exceptfor France,
dataproblemsareconcentrateih developingcountries We did not updatethe databasén order
to authorizethe replicability of our resultsandto stick to anhomogeneoudatasource.This is
why datafor Europearcountriesvasnotcompleted Notwithstandingsuchunbalancedtructure,
thedatasetentailsvery rich informationfor numerousievelopingcountries andthis comesout
asa good surprise: Chile, the Hong Kong province of China, Colombia, CostaRica, India,
Indonesia,Korea, Malaysia, Mexico, Philippines,Sri Lanka, Turkey, Uruguayand Venezuela
collectedcompleteinformationon aregularbasis.

It is to be notedthatUNIDO tradedataarebasedon the United NationsCommodity Trade
tapesandthus,are expectedto be exhaustve by countryandindustrywhile Indstat3database
reportsactiity datafrom differentsourcef information. A significantproportionof this data
appearso becollectedfrom businessuneys conductedy UNIDO, which suggestshatwages,
emplg/ment and productioncould be underestimatedelative to their real valuesin national
statistics.However, total compensatioim thetheoreticamodelto betesteds expressedelative
to employment, and thus the relatedvariablew; constructedrom UNIDO would be a good
proxy of therealone.

More problematids the productionvariablewhichis usedto computedomesticandforeign
marlet sharesn the wagerelation. However, we madetwo differenttypesof controlsbefore
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usingthis variable. In the first control, we noticedthat the type of sourcefrom wheredatais

gatherecdcould vary from yearto yearwithin a pair country-industry Hence,we simply com-
paredthe obsenrationsgatheredrom questionnaireto thosethatarereportedto be compatible
with nationalaccountsa yearearlier or ayearlaterandfound coherentime series.Moreover,

a secondcontrol was madein orderto checkwhetherthe productionfigureswere not under

estimatedin OECD countries. Hence,we comparedproductiondatafrom the STAN-OECD

databas®asecbn nationalaccountd! to thatof UNIDO andagainfoundvaluesthatwererather
similar.

Let us considerthe whole panelof countriesandindustriesandtakulatethe annualgrownth
of wageperemplag/ee,labourproductvity, productionandexports,in all industries.

The bestperformancesn termsof wagegrowth over the periodunderconsideratiorwere
obtainedby Lithuania,Nicaragualtaly, Korea,Macau,HongKong,Slovakia,SingaporeTurkey
andSpain.As picturedin figure 1 therankingin termsof productvity gainscloselymatcheghe
rankingin termsof wages. But moreinterestingly mostof thesecountriesare well ranked in
termsof export growth, with the exceptionof Hong Kong and Singaporethat exhibit a more
limited performance.

Reciprocallytheworstperformancegfigure 2) areobtainedby GhanaGuatemalalNigeria,
Romania,MadagascarVenezuelaEcuadoy Bolivia, Honduras,Trinidad and Tobaggo. What
characteristicglo thesecountrieshave in common? Productvity gainsare generallylimited,
notablyfor Ghana,Trinidad and TobaggoNigeriaandMadagascarBut this could be the out-
comeof a specializationn labourintensive products,authorizinga rise in employment. This
assumptions compatiblewith HondurasandBolivia figures,but certainlynot with the remain-
ing countrieslisted here. In particular Ghanaexhibits simultaneouslypoor performancegor
exports,production productvity andwages.

Unsurprisinglytherankcorrelationbetweergainsin wagesandgainsin productvity is very
large. The correlationwith productionis moredifficult to establish sinceexportsandimports
canvary atasimilar pace while thelattercrovdsoutto someextentdomestigproducersLastly,
therankcorrelationbetweerexportingandpayingwagess nearlyzero,notwithstandinghefact
that the betterperformancesn termsof wagesare preciselyobtainedfor thosecountrieswho
successfullyenterforeign markets.

All this provesthatthe relationbetweenexporting anddistributing wagesis not trivial and
will appearonly undercertaincircumstanceso beidentifiedbelaw. In total, accordingto these
stylizedfacts thequestiorto beaddressebtlelow is whetherexportingandgainingmarketshaes
enhancesvages, contwolling for the expectedrelationshipbetweenwages and productivity in
orderto identify marlet structurerelatedimpacts.We will demonstrat¢hattherelative produc-
tivity of sectorsentersin the determinatiorof the alternatve wage,conditionalto anassumption
of imperfectportability of qualifications. Theseobsenationsalsosuggesthatthe relationship
underexaminationheremightvary accordingo theregion of theworld consideredSincefixing
wagesis alsoa matterof baigainingamongsocialpartnersthe samemechanisnmight drive to

More rigorously the OECD productiondataare estimatedvaluesfrom both suneys and nationalac-
countsseries.
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differentoutcomesn developedand developing countries,but alsobetweendeveloping coun-
triesin differentregionsof the world economy This will leadusto characterizeseparatelythe
correspondingelationshipsn the estimationphasebelow.

4 Matching data and theory

Notice from tables1 and 2 that the panelis unbalancechs we do not have accesgo all
the obserationsby classof identifiers: country-yeaiindustry Hence,estimatessuchasthe
traditionalBetweenmethodsthatcouldbedrivenfrom inter-countryvariancesvould bebiased.
We dealwith this potentialproblemby undertakinghereafteWithin methodsof estimationat
theindustrylevel in orderto captureexclusively intertemporalvariancedeaving asidevariances
thatcouldarisebetweercountries.

Althoughsomeinformationis availableon price indexesfrom differentsourcestherelation
to betestedneedgprice levels at the denominatoof bothindustryandalternatve wages other
wise all the parametershat have an economicinterpretatiorwould be overestimated We thus
constructa vectorof pricesfrom thefollowing:

pi= Y, Syw (6)
i=1...0)

wherethe price in a given country i, standsasthe meanof wagesper emplg/ee of both
domesticproducersandimporters(indexed by j, Vj € {i,j'}), weightedby their respectie
marlet share.Olviously, in industrieswith positive rents,real pricesshouldbe higherthanthis
constructedvariablethatis morerelevantto proxy meancosts. However, following Oliveira-
martinset al (1996) amongothers?, averageindustry mark-upsare shaved to be ratherlow
(aroundl1.20-1.30n general)andthusour constructedrectorof priceswould underestimatéhe
true oneof 20-30%o0n average.Consequentlyoneshouldkeepin mind thatthe parametersn
thewageequationwould be weakly overestimatedn industrieswith rents.

The alternatve wagein the consideredndustryis not directly obsenable from the data. It
canbe approachedby the averageof the wageover all theindustries(w;), if oneassumeshat
emploeeshave the samequalificationsamongindustries. However, we relax this assumption
by introducingsomecomponent®f the alternatve wagespecificto the representatie industry
thatcould be capturedby differentialsin apparenproductiity*®. Hence,oneway of modeling
thealternatve wagethatis specificto arepresentatie industryis to considerthat:

125eefor instanceSchmalense& 989)for reviewing profitability measuresindresults.

Bwhenthe labourforce is specificto the industry the relevant alternatie wageto be consideredat the
level of thefirm is thatof the industrythe firm belongsto. In theory maginal productvity shouldbe con-
sideredasa measuref the competitve (alternatve) wage. Sinceit is not obsenablehowever, we replaced
it by theapparenproductvity. It is to be notedhowever thatthis proxy could berelatedto capitalintensity
of theindustrywhichis in turn, anothersourceof rentsthatcouldbe shiftedto thewagesw;. (SeeKatz and
Summerg1989)).
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Wy, = Bs,Wi + Payi [(Pty:) — Pty (7
wherew; andpty; = (Y;/L;) representespectiely wageandlabourproductvity averaged
overall theindustriesof thesamplefor agivencountry Alternative wagesarefunctionof labour
productvity differentials,in additionto the averagewage.

Thetheorywe developin section2 is basedon a framevork consisteniith homogeneous
productssoldin eachmarletplacej, j € {1...J}. However, UNIDO datarely on ratherag-
gregateclassificationshothin termsof thereportedndustriesandmarlets’ boundariesDatais
obseredatthe3-digitlevel (ISIC classificationandthreegroupof marketscanbedistinguished:
the domesticmarlket, the Industrializedcountries’market (Ind, hereafterjandthe Developing
countries’one (Dew, hereafter).This suggests potentialpresencef productandspatialdif-
ferentiationwithin eachindustry or group of marletsaggregate. We shav in appendixA that
our wageequationis still consistenwith both goodsand spatialdifferentiationhypothesis.In
that casehowever, the parameter®n the marlet sharesshouldbe higherthanthe g onesfrom
equatiorb, wherewe have assumeé homogeneougoodandperfectlyintegratedmarlkets’ con-
figuration. Thereasoris thatafirm n sellinga variety z;;,» facesa’perceved’ demandwhich
is smallerthantotal demandor the differentiatedgood z(seeGerosly (1983)}*. This enables
this firm to gainanadditionalmarket power onits product.thatshouldbe captureddy the market
sharesparameters.

Accountingfor spatialandgoods’differentiation(appendixA), thenreplacingtherealprice
by its estimatgeq.6) andthealternatve wageby its function(eq.7) in thewagerelation5, gives
thefollowing specificatiorto estimate:

ws
p%’t = Bl (BiSi)it + B2,1nd,t(ErndSina)it + 82, Dev,t (EDevSDev )it
i,t
o . [Pty — P
+ B3, S AT Bai |:Z+ + @i + Uit
Dig Dit

®)

Without loss of generalityand for easeof exposition, we assumehereafterthat the con-
jectural variation « is zero (i.e: Cournottype behaior). The 8 parametersn a context of
differentiationarethendefinedas:

B, = [Ai,ti/ﬁt Mit]

€
a;

14perceied equalgotal demandonly in caseof ahomogeneougoods'market.
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andvj’ = {Ind, Dev
J ,

a;.",

Kiite
Bojis = [)\itT/Jij't I ]

Here,Vj, 0% standdor the meanprice-elasticityof 'effective’ demandIn addition,anextra
parametelk;;,¢, Vj{€ 1,5’} entersthe definition of the coeficients on domesticand foreign
market shares As shavedin appendixA, this parameteis anincreasingunction of thedegree
of differentiationand could take on valueshetweenl (homogeneougoodsandperfectmarket
integration case)and (%) Vj € {i,7'} (perfectproductand spatialdifferentiationcase).
Thus,the (8')’s areexpectedto be alwayseithernull or positive, with valuesthatcould be high
in caseof spatialor goods’differentiatiort®. Therefore pnecouldexpectthecoeficientsrelative
to foreign marlket sharesto be higher thanthat on domesticmarlet share,assumingthat the
domestianarketis perfectlyintegrated.Typically, asforeign market sharesisedasindependent
variablesarenot of a bilateralnaturé®, parameteestimatesould tendto be abnormallyhigh.
This issuewill be briefly tackledin the next section. However, the three 3’ parametersare
expectedo bepositive andsignificantif two conditionsarefilled:

1/whenincreasingrelevant’ market sharesreassociate@vith rentscapturedy ary or all of
theparametersepresentingnarket power attheindustrylevel(e,c, 1 but alsothedifferentiation
indicatork).

2/whentheserentsaresharedwvith emplo/ees(A > 0).

However, if the 8} parametemssociatedo amarlet j € {7, Ind, Dev}, is null thenthis
would be consistentvith oneof thetwo hypothesidelow:

1/ country:’s export firms have no market powver on thatmarket or

2/ unionshave no market powver on the labourmarket ableto shift the rentsfrom exporting
t0 j.

Besidesjn equation8 abore, we addedcountryfixedeffectsin orderto captureotherpoten-
tial component®f thewagerelationthatarespecificto acountry We indexedthe parameterto
be estimatedy ¢, becauseinions’ market power (A;:) aswell asbilateralconcentration(t;;,:)
couldvary over time which causesn returnthe 8’s to evolve in the sameway. However, Har-
rison (2001)finds little evidenceon the relation betweenglobalizationandthe labour sharein
outputinducedby the evolution of the unions’ power parameter This suggestshatbaigaining
power did not evolve with globalizationvariables.Moreover, bilateralconcentratiorshouldnot
vary a lot with opennesasforeign firms’ entry shouldsweepout from the marlket thosefirms
thatare not efficient andthus, thosethat would alreadyhave a small market share. Thesetwo
remarks,alongwith the assumptiorthat ;;: doesnot vary muchin time, but mostly among
countries lead us to specifythe interactionbetweenh; ; and; ; to take the following form,
Vj,j € {i,Ind, Dev}:

15In theory the (8')'s take zerovaluesin the absenceof unionsmarket power (A; ; = 0) or in caseof
perfectcompetition(v7, o; tendsto infinity).

18Recallthatwe considethreemarletsrelative to thedomesticandthewhole DevelopedandDeveloping
countries.
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AitWis,eKi5,c = AijKaj + Ui

with v;; following a normaldistribution with mean0 anda variances?. Puttingthe abave
functioninto equation8, we endup with the samerelationto estimatesxceptthatnow the (8')'s
donotvarywith time andtheresiduampresseﬁs:ug,t = w05t (B S:)it +0it (BrngSind )i+
vit(EpevSpev)it. This suggestshatthe relevant marlet sharesvectorsin the wageequation
would be correlatedwith theresidualwhich couldbiasthe estimatesin additionto the possibil-
ity of correlationbetweertherelevantmarket sharesndtheresidualby theoreticaconstruction,
all theright handvariablescouldbe affectedin returnby industrywages.In fact, averagewages
aswell asproductvity differentialscould be endogenouso industrywagesfor relatively obvi-
ousreasons.Besidesanincreasen wagescould reducecompetitvity andthusbe negatively
relatedto both domesticandforeign market shares We control for theseendogeneityroblems
by conductinghereafteiGeneraMethodsof Moments(GMM) estimationmethods.

5 Econometricresults

We classcountriesfirst into two groups, Developed and Developing countries,and run
econometricregressionsby group of countriesandindustry In a secondstep,we breakthe
developing countriesgroupinto four subgroupsEastAsian, Asian, Latin Americanaswell as
Mediterranearcountries We do this becausestimategrenot country-specifién theeconomet-
ric model,while the theoreticaimodelindicatesthatthey shouldbe. This is why we male first
the assumptiorthatwithin industrializedcountries(respdeveloping countries) market powers
of bothunionsonthelabourandfirms’ onthecommoditymarketsareof similar magnitude We
thenrelaxthis assumptiorby consideringhatthe parametersrethe sameamongsubgroupof
developingcountried’.

As notedabove, the natureof our panelsuggestsunningregression®nthewageequatior8
that shouldcapturetime variancewithin eachcountry We thereforeprovide Within estimates
(fixed effects)® in thetablesof resultshereaftemndwhennecessaryinstrumentabariables(lV)
andGeneraMethodsof Moments(GMM) on thatWithin relation. Giventhe similarity between
IV-resultsandGMM-ones,we preferredreportingthelattereachtime it wascorvenient. We test
for theexogeneityof bothexplanatoryvariablesaswell asinstrumentsby runningsystematically
Durbin-Wu-Hausmarand Over-identificationtests®®. Whenthe p-value relative to DWH test

1\we preferredan industry-typespecificationinsteadof a country-typespecificationbecausedrom the
pointof view of industrialeconomicsmarket structureshouldbe muchmoreindustry-specifithancountry
specific(seefor instancetheintroductionchapterin Sutton(1991)).However, we accountartly for country
featuressincewe run regressiondy groupswith comparableharacteresticsBesideswe useWithin-type
methodshataccountsystematicallyfor permanentountryheterogeneitgapturedy thefixedeffects.
18The parametersf thefixed effect equations suggestedby thetheoryareexactly the sameasthoseof a
Within equationwhereall the variablesareexpressedn differencedo the meansthroughthe period.
9seeDavidsonandMac Kinnon, 1994for moredetailson thesetests.
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exceeds0.05, we do not rejectthe hypothesighat the explanatoryvariablesare exogenougo
the modeland choosethe Within model. However, whenthe DWH p-valueis lower than0.05,
we choosethe GMM modeland presentestimatesvherethe instrumentsare suggestedo be
orthogonalto the residualallowing the equationto be over-identified (seep-valuesfrom over-
identificationtestresults).

Tables8 and 9 reportresultsfor the developedandthe developing countriespanel. Some
commonobserationscouldbederivedfrom thesetwo tables.First, asit is expectedtheindustry
averagewageandthe productvity differentialvariableshave significantpositive effectsonreal
industrywageperemplo/eein mostof theindustriesfor thetwo groupsof countries.However,
noticethatthe productvity differentialeffectsareof similar magnitudevhereaghe coeficients
on the averagewageare usuallyhigherin the developingthanin industrializedcountries,even
whenaccountingor standarcerrorsof the estimatesThus,the alternatve wageconstitutecby
thesetwo variablesseemso play a greaterolein affectingindustrywagesn thelessdeveloped
thanin rich countries. Besides,the 8’ coeficients on both foreign market shares'variables
(in absoluteterms),appearsystematicallyto be higherthanthoseon domesticmarlet shares
for all of theindustriesin the two sub-panelsFollowing our theoreticalanalysis this resultis
consistentvith spatialdifferentiationwithin thetwo groupsof foreign marlkets. For illustration,
thetable5 reportsomedescriptve statisticsamongwhich onecanobsene thevery smallmarket
shareof eachcountryin all the IndustrializedandDevelopingcountries’markets. However, for
mostof theexportingcountriesthe market thatcountsconstitutesa small partof thoseobsered
markets. Thus, the effectivemarlet sharesfor extracting rentsshouldbe significantly bigger
USA'sexportsfor instancearemainly directedtoward CanadaandJapantwo sub-marletslying
in thewhole Ind market we referto. This underestimatiomf the market sharegelative to each
country is balancedby anoverestimatiorof the 8 ;,,4 andg; p., correspondingarameter®.

Neverthelessthe 3] parameterselative to domesticsharesaremainly betweer0 (non sig-
nificant)and0.5, which is consistentvith our theoryaswell asotherstudiesthattry to evaluate
properlythe unions’ market powver parametet,; (seefor instance Abowd andLemieux(1993)
andAbowd andAllain (1996)f.

Note by the way, that somesmall minority of 3’ coeficients appearto be negative and
significantin thetwo tables.This couldbedueto areversecausality:anincreasen wagesshould
hampercompetitveness)eadingto a reductionin market shares.This resultis consistentvith
non-eficientbalainingpracticedetweerunionsandemplgyersin thecorrespondingndustries.
In thatcase unionsfirst determinewages)eaving emplo/ersdeterminingdomesticandforeign
salesin asecondstep.High fixedwageamightthenleadto lesscompetitveneson eachmarlet.
However, we accountfor thesepotentialendogeneityproblemsby conductingDWH testsand
thenGMM methods.Accordingly in this limited numberof industries we mustinterpretthis

20seeappendixA.

21| fact, theseauthorsevaluatedthe 'revenueshifter’ A; to be around0.25and0.40 on average. Then
it is not a strongassumptiorto considerthatin anintegratedmarket, suchasthe domesticone, «; is near
or alittle above unity. Meanwhile,giventhat0 < ; < 1 andfor valuesof o aroundor above unity (See
Goldsteinand Khan (1985)), the ratio f—z shouldbe slightly smallerthanunity. This would be consistent

with ourresultson 8.
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outcomeasa mismatchbetweerthetheoreticaframevork we useandevidence.

However, specificfeaturesneedto be highlightedfrom eachgroupof countriesconsidered.
For instance,n table 8 relative to developedcountriesthe 3’ parameterassociatedvith ary
market sharevariablearein alarge majority of casegositive (aroundl5 industries)or insignif-
icant (around10), which is consistentwith our theory Moreover, in 10 industries(out of 29),
gainingmarket sharesn all of the marletsaffectswagespositively. This suggestshatrentsac-
quiredfrom sellingon domestic put alsoInd and Dev marketsin the correspondingndustries
are systematicallysharedbetweenfirms and emplo/ees. Besidesin this developedcountries’
panel,the significanceand sign of the coeficient 37 on the domesticmarket sharevariableis
extremelycorrelatedwith thaton marlet sharerelative to the Ind marlets (33, ;,4). Oneexpla-
nationcompatiblewith ourtheoryis thatindustrymarket featuresletectedy the 8’ parameters,
throughprice-elasticitiesf) or implicitly firms conduct(«), could be quite similar within rich
countries.This argumentis even more corvincing whencomparingthe effectswhensellingto
homeor industrializedmarkets with that of the developing marlkets: in Beverages Footwear
Iron and Steel,OtherChemicalsandWearingApparel,thereis a positive effect associatedvith
domesticand Ind gainsin market shareswhereasthe effect is not significantwhen gaining
sharesn Dev markets. Oneof the reasonss thatin industrieslike Footweay rich countries
facehigh competitionin developingcountries’marketsthat could be capturedfor instance py
high sensitvity of consumergo their prices(o). On the opposite,in industrieslike Industrial
ChemicalsElectricalMachineryandProfessionadndScientificinstrumentsywherecompetition
amonglnd marketsis usuallyhigherthanin Dev markets,emplo/eesgainfrom rentsthatseem
to beacquiredon developingcountries’'markets.

Table 9 presentgesultsrelative to the developing countries’panel. We find only nine in-
dustrieswherewagesarepositively andsignificantlylinkedto relevantdomesticmarlket shares.
Hence,in onethird of the developing countries’industries resultsare consistentwvith positive
rentsthataresharedwith emplg/eesdueto anincreasen domesticmarket shares.For therest
of theindustriesgiventhe presumablyimited competitionin the correspondingnarketsthe ex-
planationsof suchanoutcomerely onthe factthatunionsdo not exist or have no market powver
to shift rentsfrom anincreasen domesticmarket shares.Besidespnly in six (resp. 4) indus-
triesarethe effectson relevant marlet sharesn Ind (resp. Dev) positive andsignificant. This
suggestshatfirms from developingcountrieshave no or little market power in foreign markets
that enablegshemto extractrentsandthento sharethemwith their employees. Moreover, we
muststresghata negative andsignificantimpactof foreignsalesis obseredin 7 industries.In
orderto betterinterprettheseoutcomeswe conductmoredisaggrgatedanalysishereafter We
breakthe developing countries’sampleinto 4 sub-groups:Asia, EastAsia, Mediterranearand
Latin America.

Fromtable 10, we seethatin MediterranearCountries both domesticandforeignrelevant
market sharesareoftenassociatedvith positive andsignificanteffects. For instanceall signifi-
cantcoeficientson the domesticmarket sharesarepositive (16 out of 29). Interestingly asfar
asforeignmarket shareson OECD marketsareconcernedthe sameoutcomeis obseredin 12
industries.Thisis the casefor Glass,Leather OtherManufactured ,Othernonmetallic, Pottery
andTextile productswhich areusuallyconsideredo betraditionalindustriesof specialization.
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In Latin Americahowever (seetable11),industrywagesappeanoftento be positively linked
to domesticrelevant market shareg(in 16 industries)but anincreasen foreign market shares
is not systematicallyassociatedvith higherwages.On OECD markets,and amongsignificant
parameterssix are positive while two are negative. On otherdeveloping countries’ markets,
seven arepositive andfour arenegative. Hence,rentsgainedon the domesticmarket canturn
into higherwageswhereasinionsfail to capturerentson foreignmarkets. Unionizedindustries
couldbelesscompetitive whensellingabroad.

In EastAsia and Asia (table 12), the coeficients on the domesticrelevant marlket share
appeato be positive andsignificantfor lessthanathird of theindustries.Comparedo otherre-
gions,rentsharingdoesnotseento beoftenpracticedn Asiancountries Moreover, thenumber
of industrieswherethe 3; ;,,, andthe 3; p., arepositve andsignificantis very low (between
4 and6). Thesecountriesdo not usuallyseemto extractrentsfrom sellingto foreign Ind and
Dev markets. Moreover, in variousindustriesassumedo be industriesof specializationthe
estimatedparameteiis negative. In EastAsia, this is the casefor Fabricatedmetal products,
Electrical machinery Machineryand Pottery Othernon metallic productsandIron and Steel.
Turningto Asia, the sameoutcomeis obsened for Leatherproducts,Wood products,Textiles
andWearingApparel. Noteworthy, the coeficientson averagewageareusuallyhigherin these
two samplesf countrieghanfor otherconsideredamplesThis suggestshatwhatdrivesmost
Asianindustrywagesareeffectsthat could be morerelevantto nationalcountriesfeatureghan
effectsrelative to industries’ones. Then,if in the long term opennesss supposedo affect al-
ternative wagesby reasoningrom a generalandnot partialequilibriumpoint of view, onecould
considerthatlong termtrades effect could be capturecdby this variable.

6 Conclusion

This paperhasfocusedon rentsharingissuesconsecutie to opennessWe asledwhetheropen-
nessthroughexporting, is a sourceof rentsfor anindustrythataresharedoetweerits workers
andcapitalholders.In thatrespectwe aimedat consideringhe shortor mediumrun impactof
opennesisteadof looking atgeneralequilibriumeffectsfrom the StolperSamuelsortype.

We have derived thentesteda theoreticalequation,basedon rent sharingtheories linking
industrywagesto openneswariables. The real wageequation,net from the alternatve wage,
is shawvn to be a linear combinationof the domesticmarket shareand export market shares
weightedby the rate of salesto eachcountry As the domesticmarket sharevariableis by
constructioninverselyrelatedto import penetrationthe impact of opennes$asbeentackled
herethroughbothimportandexporttypevariables.

Anotherfeatureof the equationis thatit stressesxplicitly theinteractionbetweenunions’
power on the labor market and domesticfirms’ powver on the domesticand eachof the export
marlets,whenstudyingwages'response&o openness.

We thenusedindustrialtradeandactivity datafrom two UNIDO databasesn 65 developed
anddeveloping countriesto testthis equation. We found, for developedcountries,thatanin-
creasen exportaswell asdomestianarket sharess associateavith growth in wagesn roughly
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half of the industries. Then, rentsto be capturedabroadalso matter We find similar results
for Mediterranearcountrieswhereboth domesticand foreign relevant market sharesare often
associateavith positive andsignificanteffects.

In Latin America,thingsareslightly differentasdomestiomarket sharesaremorepositively
linkedto wagesthanexportsare. Unlike domestianarket sharesexport onesdo not seemto be
aprincipalsourceof rentsto be sharedwvith workers,for theaveragefirm in Latin America.

The most striking resultshowever are relative to Asia and East-Asiagroups. Openness
variablesdo not seemto be relatedin generalto industrialwages. Either firms do not have
enoughpower on averageon the domesticor export marketsto extractrents,or unionsin Asia
arenot strongenoughto shift a partof themto workers.

In sum,opennesshroughexportsandimports,is not systematicallyassociatedvith gains
andlossesof rentsrespectrely. The outcomedependsn the characteristicef the industries,
the pawer of unionsand/orgroupof countriesconsidered.
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CEPII, Documendetravail n°01-09.

A Robustnessof the SpecifiedEquation to differ entia-
tion

We follow Gerosly’s (1983)specificatiorof structure-conduct-performangethe presence
of productdifferentiation. Goodsare differentiatedbecauseeachgoodis assumedo have its
specificmarlet. Put differently every variety is uniqueasit is only partially comparableto
the other$?. However, goodscould also be geographicallydifferentiated. For instance,in a
big region 7, wherelocal markets are distantfrom one another demandaddressedo a firm in
amarlet, saymi, could have little if ary effect on the perceved demandof firms’ sellingin
anothemarketplacemz. Ontheoppositejf marketsm; andmg arevery close,andthus,tend
to beintegratedinto oneoverall marlet j, thenconsumerstotal demandberceved by eachfirm
in thisregion j tendsto matchtotal supplyfrom thesefirms.

Hence let X5 .. = xin + 6; [Zn,;ﬁn, Tijot + D i s Xi:j] bethetotal 'effective’ de-
mandfacedby firm n. The paramete®; canbe considereceitheran indicator of productor
spatialdifferentiationor a combinationof both. The value of §; variesbetween0 (perfectly
differentiatedgood or geographicallysegmentedmarkets)andl (perfectlyhomogeneougood
or perfectlyintegratedmarketswithin j ). Then,the Lernerindex for firm n is determinedoy
the samefunction of thatexpressedor the homogeneougoodand perfectlyintegratedmarket
equation2, exceptthat price-elasticitye;; ,,, conjecturalariationas; , andthefirm n’'s market
sharess; ,, aredefinedin termsof 'effective’ quantities Recallingthe markup equationwe then

have:
pij,n — Wy,i
= [(1 + ajafj,n)/afj,n] * sfj,n (9)
Pijin
. iin X; X'
with s5; , = ””)gj xe— = Sij, nEE representinghe effective shareof firm n on region

3,14 g
7. Notice that 'effective’ or perceved’ market shareis systematicallyhigher than obsered
marletshare”;'(#," whichincreaseshefirm’sn rentsatequilibrium. Following Martin’s (1993)
2
specificationlet o5; , = aj, 05, = of . Notekij,n = X@ This parameterequalsl

3mg
X
Zijn )’

whengoodsareperfectlyhomogeneou§esp.perfectlyintegratedregion),andreache
Vj € {3, 7'} whenthevarietythatis producedy firm n is perfectlydifferentiatedresp.perfect

marletsegmentation)(i.e: §; = 0). Thenequatiord becomes:

— = A 2 €ii8ii,n + A ——— Kij,n | €ijSij,n + —
- ( = 2 in ) €iisiin |+

i i,n
(10)

We addthe assumptiorthat firms are suficiently smallin eachmarket j. In thatcasethe
valueof [Gj Zn,#n’ Tijn + 0; Zi,# X,-:j] is sufficiently large,whichenablesisto consider

225eealsoGersoly (1998)who definesthe marlet in ’stratgic’ terms. The mainideais that managers
think aboutconceving a productthatcreatests own marlket.
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that X5, = X]‘."mg,‘v’n, n' € i. Hencekijn = Kij . & Kij, Yn,n' € 1. Aggregatingatthe
industrylevel leadsto thefollowing averagerealwageequation:

Way i

% = B4 EiSu + Zﬂé,zj' Eij1Siyr + — (11)
1 oy 1
where
/ ey Kig
B = |:)\i'l/)i(1 + 92'042')0—6]
andvyj #4

a;f',

/ e K’?j'
Ba,j0 = [Aathsjr (1 + 0;05)

Consideringhreemarletsj, with j € {7, Ind, Dev}, replacingtherealpriceby its estimate
(eq. 6) andthe alternatve wage by its function (eq. 7) in the wagerelation 11, corresponds
exactly to the equatior8 we have estimatedexceptthatthe 8’ parametersreexpressedn their
generafform. Indeed,the 3’ parametergnclosethe conjecturalvariation parameter: andthe
differentiationindicator g, unlike whatis presentedn the core of the text wherewe assumed
Cournotbehaior for simplification(i.e: a; = 0),. However, this generalform specificationof
the 8 parameterseadsto the sameconclusionsof the Cournottype: The 8's are expectedto
have null or positive values.Thisis why we preferredto presenthe mostsimplecase.
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Figure2: Countrieswith the worseWage/Emplgee performancegvariablesexpressed
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Tablel: Summaryof availableobsenations(valuesin thetabledesignthe numberof industriesobsened)

Obs Country _ 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
1 Argentina 13 27 14 11 12 13 15 9 10
2 Australia 22 22 23 23 24 9 23 23 21 21 21 22
3 Austria 13 13 27 27 27 25 24 23 24 22 23 21 23 22 19 18 7
4 Bangladesh 12 14 17 14 17 14 14 2 19 20 17 19
5 Bolivia 14 12 12 12 8 11 14 14 10 12 17 24 23 22 23 25 25
6 Canada 29 29 29 29 29 29 29 29 29 29 29 29 29 28 27 27 27
7 Chile 28 28 28 27 28 28 28 28 28 27 28 29 29 28 29 29 28
8 China(HongKong) 23 25 26 26 25 26 25 26 26 22 23 22 20 20 19 20 25
9 Colombia 29 28 28 29 29 29 29 29 29 29 28 29 29 29 29 29 29
10 CostaRica 23 23 25 26 25 24 23 24 23 24 25 25 25 22
11 Cyprus 25 24 25 25 24 25 24 23 24 26 26 26 26 26 26 26 26
12 Denmark 20 22 21 21 20 18 21 22 23 19 19 10 11 10 10 10 10
13 Ecuador 20 17 15 17 20 15 21 22 23 25 24 28 28 28 28 25 23
14 Egypt 17 22 23 23 19 24 28 26 28 28 28 28 28 28 28 17
15 El Sahador 22 24 22 21 21 17 19 23 26 27
16 EthiopiaandEritrea 11 9 9 10 6 8 9 8 8
17 Fiji 14 13 13 12 11 12 12 12 12 12 12 12
18 Finland 28 28 28 28 28 28 26 24 24 23 24 24 26 11 11 11
19 France 2 2 3 4 4 3 3 3 3 2 3 3
20 Germay 23 24 26 26
21 | Germary, WesternPart 29 29 29 29 27 27 27 27 27 26
22 Ghana 9 11 9 6
23 Greece 29 29 28 28 28 28 28 29 28 28 28 28 29 29 29 29 29
24 Guatemala 23 25 25 26 27 27 26 28 26 27 29 26 25
25 Honduras 3 3 18 17 23 3 3 3 3 25 24 25 26 27 26
26 Iceland 10 8 11 10 11 11 12 17 16 16 14 18 17 17 19 19
27 India 27 28 28 27 27 27 27 27 28 27 27 28 28 28 29 29
28 Indonesia 22 24 24 24 23 23 24 24 20 25 25 27 26 26 27 27 13
29 Italy 29 29 29 29 29 29 29 29 28 29 28 27 27 27
30 Japan 27 28 28 27 29 29 29 29 29 29 29 29 29 28 28 28 28
31 Jordan 11 11 11 13 13 12 13 16 19 23 20 22 24 26 25
32 Korea,RepublicOf 27 27 27 27 27 27 27 27 27 27 28 29 29 29 29 27 27
33 Kuwait 17 15 17 18 21 16 20 18 20 14 21 23 23 22 22 23
34 Macau 23 24 9 11 24 24 17 15 14 16 15 15 13 13 12 15
35 Madagascar 14 14 15 13 14 14
36 Malaysia 28 28 27 27 26 26 26 26 26 26 26 26 26 24 25 24 29
37 Malta 17 18 16 17 19 18 20 18 11 18 18 19 18 19 18 17
38 Mauritius 19 20 18 5 3 20 2 3 3 22 22 23 21 22 24 22 24
39 Mexico 18 18 18 26 26 26 25 25 25 25 25 22 21 21 20 27 27

continuednext page.. .
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Table3: Rankingof AveragelndustryAnnual Changesn

Country | Wage/emplgee emp. prod tot.imports tot.exports Labpty Penetrate WorldM.S.23 |
Lithuania 1 71 1 1 1 1 1 1
Nicaragua 2 67 2 68 72 2 72 72
Italy 3 45 16 21 42 7 48 55
Korea,Rep. 4 35 6 4 31 4 26 27
Macau 5 64 25 35 62 6 15 62
HongKong 6 70 49 7 49 5 31 44
Slovakia 7 54 11 14 3 3 61 2
Singapore 8 49 30 23 17 15 54 13
Turkey 9 27 13 2 14 17 7 14
Spain 10 36 19 9 30 14 10 32
Germary, West. 11 46 24 22 35 11 39 53
Iceland 12 56 a7 53 28 20 43 20
Cyprus 13 23 21 28 61 32 58 63
Mauritius 14 11 9 12 18 31 29 18
Germay 15 73 68 67 64 24 19 61
Austria 16 51 22 27 39 8 37 37
Norway 17 57 38 50 43 19 55 41
Philippines 18 26 17 11 33 30 14 35
Japan 19 40 26 13 56 12 18 52
Finland 20 62 50 41 54 22 33 51
Sweden 21 63 48 49 51 18 51 45
Greece 22 52 39 16 29 28 17 29
UnitedKingdom 23 59 41 38 46 21 52 40
Denmark 24 28 34 42 50 40 53 43
Peru 25 44 42 54 59 29 49 60
Malta 26 33 14 33 57 13 47 56
France 27 55 31 34 44 10 41 46
Argentina 28 60 66 29 19 a7 4 25
Netherlands 29 50 37 40 34 25 64 34
Uruguay 30 41 33 8 25 27 9 23
CostaRica 31 17 40 19 55 49 22 50
Malaysia 32 5 5 15 7 33 40 6
Chile 33 8 8 17 8 36 50 7
SriLanka 34 19 10 31 26 26 42 30
New Zealand 35 61 53 30 41 37 44 39
Mexico 36 42 44 3 11 34 3 12
Thailand 37 7 4 5 6 16 16 9
Australia 38 53 52 48 37 35 35 49
Eth. andErit. 39 16 46 59 65 54 71 66
U.S.of America 40 43 51 36 36 38 27 36
Canada 41 48 55 39 40 39 21 38
Gabon 42 68 57 66 71 51 20 71
Tunisia 43 14 15 52 38 42 59 31
Pakistan 44 12 18 55 60 43 66 64
Morocco 45 13 20 26 22 44 45 24
SouthAfrica 46 34 63 56 32 56 34 33
Portugal a7 25 7 6 16 9 11 17
Bahamas 48 66 23 45 20 67 65 19
Colombia 49 30 45 20 27 45 13 26
Indonesia 50 1 3 18 2 41 56 3
Myanmar 51 3 28 73 73 65 73 73
Bangladesh 52 2 12 47 24 63 69 28
continuednext page. . .
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Table4: Rankingof AveragelndustryAnnual Changesn (continued)

Country | Wage/emplgee emp. prod tot.imports tot.exports Labpty Penetrate World M.S24
continuedr0r|11pre/iouspage
Panama 53 39 62 43 23 50 38 22
Kuwait 54 22 54 58 66 59 70 65
India 55 21 35 24 15 46 25 16
Bahrain 56 37 64 65 63 60 57 58
Nepal 57 10 43 44 48 48 36 42
El Sahador 58 15 58 32 58 66 24 59
Sengal 59 69 70 62 67 53 8 68
Fiji 60 18 36 64 4 52 63 4
Zimbabwe 61 31 59 10 21 55 5 21
Egypt 62 20 60 63 10 64 60 10
Jordan 63 4 29 60 47 62 67 54
Trin. andToh. 64 38 65 70 53 61 62 57
Honduras 65 9 56 51 45 69 30 47
Bolivia 66 6 27 57 12 58 23 11
Ecuador 67 29 61 25 5 57 12 5
Venezuela 68 32 67 61 13 68 32 15
Madagascar, 69 24 69 69 69 71 28 69
Romania 70 58 72 46 68 72 2 67
Nigeria 71 65 71 71 9 70 68 8
Guatemala 72 47 32 37 52 23 46 48
Ghana 73 72 73 72 70 73 6 70
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Table5: Descriptive statisticson wagesand market sharesvariablesfor 1994 (crossindustry
meansandstandarderrors)

Country [ Wage/emplgee(US$) | R.Dom.MS | R.MSin Ind | R.MSin Dev |

CTY Mean std  Mean std Mean std Mean std
Austria | 34982,21 1829,53 0,36 0,03 0,001406 0,000204 0,000113 0,000031
Bolivia 2988,99 373,29 0,67 0,03 0,000000 0,000000 0,000029 0,000012
Canada| 28200,48 801,28 0,38 0,03 0,007500 0,001396 0,000192 0,000094

Chile 9137,98 709,79 0,57 0,03 0,000443 0,000250 0,001080 0,000544

HongKong | 15543,18 432,26 0,14 0,03 0,000097 0,000049 0,001394 0,000397
Colombia | 4125,70 194,99 0,63 0,03 0,000057 0,000018 0,000121 0,000046
CostaRica 3638,25 189,93 0,53 0,03 0,000012 0,000004 0,000033 0,000011
Cyprus | 12019,72 810,77 0,43 0,03 0,000011 0,000007 0,000007 0,000004
Denmark | 33264,00 1169,38 0,28 0,10 0,002502 0,001017 0,000018 0,000007
Ecuador | 2990,25 357,96 0,64 0,03 0,000008 0,000002 0,000028 0,000006
Egypt 2332,70 238,34 0,67 0,03 0,000049 0,000021 0,000022 0,000007

El Sahador 5911,73 949,79 0,36 0,05 0,000001 0,000001 0,000053 0,000023
Finland | 24673,77 624,21 0,36 0,03 0,002256 0,000616 0,000250 0,000068
Gabon | 12806,89 1966,63 0,46 0,06 0,000000 0,000000 0,000007 0,000005
Germay | 35946,03 690,34 0,48 0,03 0,011255 0,001134 0,002339 0,000593
Greece | 14142,51 610,20 0,56 0,12 0,000351 0,000278 0,000086 0,000039
Guatemala 348,16 36,25 0,55 0,03 0,000001 0,000001 0,000105 0,000031
Honduras| 1809,84 141,56 0,62 0,03 0,000002 0,000001 0,000002 0,000001
Iceland | 27118,41 621,73 0,58 0,03 0,000035 0,000009 0,000000 0,000000
India 1285,61 82,22 0,81 0,01 0,000083 0,000087 0,000211 0,000042
Indonesia| 1033,40 67,32 0,50 0,03 0,000795 0,000510 0,002366 0,001533
Italy | 32530,36 791,36 0,44 0,03 0,007099 0,001595 0,002762 0,000820

Japan| 45615,47 1857,71 0,81 0,02 0,002921 0,000659 0,013015 0,002503
Jordan| 3076,57 182,97 0,45 0,04 0,000000 0,000000 0,000112 0,000041
Rep.of Korea | 14973,58 504,07 0,59 0,03 0,001217 0,000334 0,004485 0,001302
Kuwait | 21998,98 3427,27 0,63 0,06 0,000000 0,000000 0,000015 0,000017
Lithuania 1113,66 40,72 0,21 0,43 0,000172 0,000028 0,000002 0,000002
Macau | 5838,71 308,66 0,43 0,04 0,000003 0,000007 0,000008 0,000005
Malaysia | 4631,92 321,49 0,26 0,04 0,001342 0,000438 0,004049 0,000806
Malta | 10811,24 239,90 0,39 0,03 0,000034 0,000025 0,000010 0,000014
Mauritius 3226,13 313,66 0,30 0,05 0,000578 0,000243 0,000008 0,000003
Mexico 9087,73 375,44 0,38 0,05 0,000952 0,000272 0,000121 0,000066
Morocco 3750,61 205,33 0,57 0,04 0,000134 0,000100 0,000090 0,000061
Netherlands| 36484,56 1107,22 -0,37 1,83 0,009847 0,001611 0,000605 0,000119
New Zealand | 23123,96 2486,04 0,42 0,04 0,000302 0,000094 0,000608 0,000283
Norway | 31351,46 1088,77 0,51 0,06 0,001198 0,000620 0,000099 0,000040
Panama| 8890,78 1667,13 0,55 0,04 0,000001 0,000001 0,000006 0,000002
Peru| 5784,47 567,94 0,66 0,03 0,000097 0,000065 0,000178 0,000135
Philippines | 4207,46 823,21 0,55 0,04 0,000158 0,000066 0,000095 0,000047
Singapore| 17788,66 441,61 0,35 0,02 0,000012 0,000009 0,000366 0,000224
SouthAfrica 9464,94 386,71 0,63 0,07 0,000315 0,000620 0,000277 0,000126
Spain | 19881,79 822,87 0,56 0,03 0,001659 0,000392 0,000416 0,000078
SriLanka 802,10 53,49 0,46 0,04 0,000018 0,000015 0,000005 0,000001
Sweden| 25427,13 291,95 0,29 0,03 0,003098 0,000466 0,000336 0,000079
Thailand | 4331,79 781,79 0,55 0,03 0,000355 0,000171 0,000955 0,000385
Trin. andToh. 6755,11 788,11 0,39 0,04 0,000115 0,000057 0,000071 0,000022
Tunisia | 5575,21 463,92 0,58 0,04 0,000027 0,000005 0,000013 0,000006
Turkey 8343,82 539,32 0,68 0,02 0,000139 0,000044 0,000309 0,000184
UnitedKingdom | 23858,64 714,41 0,47 0,04 0,005263 0,000749 0,001466 0,000525
U.S.America | 32047,14 1082,67 0,73 0,02 0,002714 0,000384 0,006860 0,001196
Uruguay | 6878,32 408,57 0,55 0,03 0,000029 0,000024 0,000220 0,000056
Venezuela| 4533,45 249,95 0,64 0,03 0,000055 0,000040 0,000170 0,000049
Zimbabwe | 2758,21 123,69 0,54 0,03 0,000024 0,000008 0,000005 0,000002

Mean | 13381,96 0,49 0,00126 0,00087
R.DomMS= RelevantDomesticMarket Share,R.MSin I'nd= RelevantMarket Sharein the I'nd market
R.MSin Dev= RelevantMarket Sharein the Dev market
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Table6: Estimationresultsattheindustrylevel for DevelopedCountries

Industry | Av. wage Pty. dif R.Domshare R.Sharend R.ShareDev DWH Overid  Meth Obs
B Bh tnd B pew P-val. P-val.

Beverages | 0.061* 0.003** 0.405*** 15.925%* 6.456 0.235 FE 219
0.031 0.001 0.026 5.729 5.807

Fabmetalpcts. | 0.186*** 0.005*** 0.295%** 23.879*** 3.044* 0.544 FE 202
0.029 0.001 0.036 6.197 1.771

Foodproducts | 0.092*** 0.001 0.147** 15.806*** 16.104** 0.527 FE 200
0.027 0.001 0.042 3.737 7.703

Footwear | 0.561*** 0.015*** 0.129*** 3.443%* 10.921 0.511 FE 219
0.023 0.002 0.036 0.697 7.742

Furniture | 0.27** 0.003** 0.359*+* 11.966*** 5.556*** 0.986 FE 227
0.027 0.002 0.036 1.953 1.737

Glassandproducts | 0.365*** 0.012*** 0.391%** 15.756*** 7.812%* 0.222 FE 220
0.049 0.002 0.046 3.364 1.78

Industrialchemicals | 1.081*** 0.015** 0.013 0.492 5.123%* 0.842 FE 206
0.063 0.004 0.048 0.89 1.496

Iron andsteel | 0.73*** 0.006*** 0.105* 10.221** 0.082 0.17 FE 179
0.051 0.002 0.061 4.392 0.797

Leathemproducts | 0.651*** 0.001 -0.201 -1.042 1.24 0.003 0.774 GMM | 226
0.035 0.007 0.141 5.46 3.813

Machinery electric | 0.707*** 0.008* -0.049 -1.497 8.281%* 0.058 0.773 GMM | 198
0.092 0.004 0.063 4.573 1.761

Machinery | 1.387*** 0.006 0.044 3.895 1.46 0.08 0.31 GMM | 177
0.035 0.009 0.111 3.368 2.795

Misc. Petrol.Pdts. | 0.058* 0.009*** -0.192%** -7.536 -49.329** 0.475 FE 185
0.033 0.002 0.036 6.869 21.574

Non-ferrousmetals | 0.766*** 0.001 0.304 5.638* 2.998 0.009 0.31 GMM | 203
0.154 0.007 0.19 3.126 7.097

Otherchemicals | 0.293*** 0.016*** 0.198*** 7.663** 16.698 0.213 FE 218
0.061 0.004 0.061 3.176 10.597

Othermanuf.Pcts. | 0.851*** 0.009 -0.003 0.283 -0.827* 0.081 0598 GMM | 210
0.05 0.007 0.008 2.293 0.465

Othernon-metallicpdts. | 0.049*** 0.004*** 0.207*** 24.029*** 11.947%* 0.218 FE 207
0.017 0.001 0.025 2.628 1.602

Paperandproducts | 0.405*** 0.007*** -0.038 1.847 -2.761 0.871 FE 213
0.039 0.002 0.047 1.592 4.584

Petroleunrefineries | 1.294*** 0.001 -0.061 -20.54*** 6.174 0.27 FE 189
0.062 0.001 0.058 3.854 9.784

Plasticproducts | 0.452*** 0.007*** -0.06 -27.155%** 1.133 0.001 0427 GMM | 227
0.102 0.002 0.055 10.081 5.019

Pottery/china| 0.723*** 0.005 0.498*** 11.058*** 5.529** 0.028 0.59 GMM | 221
0.091 0.005 0.127 2.957 2.324

Printingandpublishing | 0.05** 0.002** 0.484*+* 68.88** 18.181** 0.41 FE 218
0.022 0.001 0.044 17.447 5.384

Professiona& scient. | 0.912*** 0.024*** 0.001 -1.003 3.164*** 0.115 FE 182
0.029 0.004 0.001 0.822 0.978

Rubberproducts | 0.806*** 0.015*** 0.257*** 14.886*** 16.426*** 0.769 FE 227
0.038 0.003 0.032 1.593 4.641

Textiles | 0.496*** 0.013** 0.487*** 35.267*** 14.448** 0.075 0.627 GMM | 231
0.084 0.005 0.119 8.777 7.054

Tobacco | 0.04** 0.001 0.244** 4.343%* 8.386** 0.531 FE 215
0.018 0.001 0.033 1.236 3.739

Totalmanufcturing | 0.49*** 0.013** 0.341*+* 17.677** 3.116 0.33 FE 184
0.034 0.002 0.048 1.42 2.928

Transporequipment | 0.646*** 0.05%** -0.393*** -14.397** 5.631* 0.744 FE 214
0.081 0.008 0.097 3.923 3.115

Wearingapparel | 0.573*** -0.008 -0.04%** -14.79%+* -6.137 0.041 0455 GMM | 196
0.023 0.005 0.011 4.223 4.109

Woodproducts | 0.146*** 0.012** 0.054*** -0.674 9.401 0.384 FE 222
0.026 0.002 0.01 1.02 6.472

Parameteestimatesrein Bold characterandstandarcerrorsin italics

* %% and* significantrespectiely at 1,5 and10%

* % and* significantrespectiely at1,5 and10%

Instrumentuusedin GMM: Av.Wage(t-1) and(t-2), App.Productiity (t-2) and(t-3),

Market Sharesn Domestic,Developingandindustrializedmarlkets(t-2) and(t-3),
Importsfrom andExportsto OECD anddevelopingcountries(t, t-1 andt-2).
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Table7: Estimationresultsattheindustrylevel for Developing Countries

Industry | Av. wage Pty. dif R.Domshare R.Shardnd R.ShareDev DWH Overid  Meth Obs
B, B5,1nd 85, Dew P- P-
value  value

Beverages| 0.899*** 0.005 -0.467 -367.83 57.372 0.008 0.465 GMM | 391
0.151 0.004 0.402 351.67 53.687

Fahmetalpcts. | 0.974*** 0.007 -0.094* -6.801 -3.086 0.001 0.788 GMM | 471
0.029 0.007 0.055 10.35 5.548

Foodproducts | 0.877** 0.001 0.026 15.46 -19.452%* 0.693 FE 498
0.02 0.001 0.033 42.985 7.131

Footwear | 0.79*** 0.014** 0.007 -4.977 19.783 0.003 0.37 GMM | 331
0.075 0.007 0.011 5.672 28.721

Furniture | 0.617*** 0.006*** 0.09*** 10.544** 6.455 0.366 FE 415
0.019 0.001 0.024 2.913 4.973

Glassandproducts | 0.886*** 0.013** 0.3*** 19.885** -11.082 0.48 FE 322
0.037 0.002 0.045 9.156 7.52

Industrialchemicals | 1.053*** 0.02%** 0.001 0.276 2.961* 0.004 0.685 GMM | 365
0.007 0.004 0 17.465 1.562

Ironandsteel | 1.175%= 0.016*** -0.001 64.351 3.874 0.075 0.1 GMM | 274
0.075 0.006 0.034 43.458 16.226

Leathemproducts | 0.853*** 0.006 -0.173%+* -11.72 -0.287 0.001 0.613 GMM | 333
0.036 0.008 0.045 9.1 0.81

Machinery electric | 1.075*** 0.005*** 0.001 0.387** 0.152 0.301 FE 432
0.014 0.001 0 0.161 0.19

Machinery | 1.01*** -0.01%** 0.092*** -10.27*** 2.329%+* 0.011 0.794 GMM | 391
0.024 0.002 0.009 0.954 0.716

Misc. Petrol.Pdts. | 0.696*** -0.001 0.519*** 30.496** 81.543* 0.806 FE 160
0.053 0.001 0.085 13.645 45.792

Non-ferrousmetals | 0.86*** -0.01%** 0.001 -32.949%* -0.415 0.055 0.364 GMM | 246
0.087 0.002 0 9.597 0.283

Otherchemicals | 1.11*** 0.011%* 0.053* 66.344 9.4xx* 0.33 FE 420
0.023 0.002 0.032 66.958 2.85

Othermanuf.Pcts. | 0.647** 0.001 0.001 -2.818*** 1.337%*= 0.471 FE 430
0.005 0.001 0 0.729 0.341

Othernon-metallicpdts. | 0.798*** 0.014** 0.003** -77.103 -11.889** 0.813 FE 405
0.029 0.001 0.001 111.606 4.69

Paperandproducts | 1.038*** 0.013*** 0.069 41.084 1.801 0.001 0.253 GMM | 394
0.042 0.005 0.062 120.034 3.678

Petroleunrefineries | 0.471*** 0.001 0.006*** 10.718 -7.493 0.202 FE 198
0.108 0 0.001 14.582 6.57

Plasticproducts | 0.83*** 0.001 -0.138 -16.751 -37.66** 0.001 0.378 GMM | 370
0.044 0.003 0.09 13.759 17.604

Pottery/china| 0.78*** 0.011%** 0.001 -5.772 6.758 0.96 FE 308
0.023 0.002 0.001 6.4 17.121

Printingandpublishing | 0.791*** 0.002*** 0.256*** 140.719* 10.681 0.619 FE 435
0.029 0.001 0.052 82.613 32.654

Professiona& scient. | 0.99*** -0.01 -0.025 5.95 1.975 0.037 0.344 GMM | 283
0.048 0.009 0.02 5.469 3.941

Rubbemroducts | 1.011*** 0.006*** -0.048 190.951*** -4.721 0.014 0588 GMM | 360
0.032 0.002 0.068 42.987 3.595

Textiles | 0.832*** 0.011 -0.023 -12.882 1.237 0.018 0.372 GMM | 462
0.036 0.008 0.055 25.608 1.17

Tobacco | 0.141*** 0.002*** 0.049** 103.163 -22.031** 0.521 FE 253
0.041 0.001 0.023 536.92 9.63

Totalmanufcturing | 1.034*** 0.017*** -0.006 1.863 -2.141%*x 0.003 0.377 GMM | 450
0.02 0.004 0.031 3.356 0.831

Transporequipment | 1.09*** 0.01%** 0.065*** 3.011 -3.192 0.92 FE 416
0.021 0.002 0.022 2.52 3.308

Wearingapparel | 0.573*** 0.002*** 0.013 0.921 2.272 0.95 FE 315
0.007 0.001 0.01 0.944 3.397

Woodproducts | 0.723*** 0.008*** -0.001 3.256 -2.789 0.328 FE 454
0.011 0.001 0.004 12.45 1.727

Parameteestimatesarein Bold characterandstandarcerrorsin italics

* *xx - and* significantrespectrely at1, 5 and10%

* k% and* significantrespectrely at1, 5 and10%

Instrumentuusedin GMM: Av.Wage(t-1) and(t-2), App.Productyity (t-2) and(t-3),
Market Sharesn Domestic,Developingandindustrializedmarlets(t-2) and(t-3),

Importsfrom andExportsto OECD anddevelopingcountrie(t, t-1 andt-2).
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Table8: Estimationresultsattheindustrylevel for Mediterranean Countries

Industry | Av. wage Pty. dif R.Domshare R.Shardnd R.ShareDev DWH Overid  Meth Obs
Bl B5,1nd 85, Dew P- P-
value value
Beverages | 0.162*** 0.009** 0.424 2147.25*% 327.922 0,567 FE 52
0.049 0.004 0.312 1218.687 2109.248
Fabmetalpcts. | 0.756*** 0.026*** 0.245* 799.514 173.399*** 0,537 FE 67
0.076 0.009 0.127 878.008 61.041
Foodproducts | 0.576*** 0.025*** 0.324* 451.66* 26.53 0,834 FE 75
0.079 0.004 0.148 266.257 82.678
Footwear | 0.308*** 0.024*** 0.556*** -36.132 31.817*** 0,112 FE 60
0.041 0.005 0.114 54.201 11.864
Furniture | 0.48**= 0.022*** 0.682*** 576.162 87.845%* 0,581 FE 63
0.06 0.006 0.148 542.138 20.903
Glassandproducts | 0.892*** 0.022** 0.226 182.813** 0.422 0,732 FE 48
0.097 0.009 0.14 69.697 20.687
Industrialchemicals | 1.118*** 0.001 -0.003 332.557 -99.102%** 0,664 FE 59
0.109 0.005 0.124 327.831 32.561
Ironandsteel | 1.159*** 0.012 0.016 -291.894 -3.503 0,896 FE 27
0.232 0.013 0.369 223.525 18.029
Leathemproducts | 0.254*** 0.003 1.04%** 470.061** 710.559 0,418 FE 48
0.07 0.008 0.131 132.877 699.165
Machinery electric | 1.152*** 0.014#*** -0.042 -10.089 282.275 0,308 FE 68
0.058 0.002 0.057 134.281 289.643
Machinery | 1.099*** 0.023** 0.231*+* 261.413 137.015*** 0,106 FE 70
0.049 0.01 0.081 197.517 47.773
Misc. Petrol.Pdts. | 0.257 -0.001*** 1.46%* -412.281 130.513 0,308 FE 28
0.167 0 0.187 431.42 115.441
Non-ferrousmetals | 1.003*** -0.01 0.034 -247.195** -149.85** 0,669 FE 31
0.087 0.011 0.043 111.673 72.545
Otherchemicals | 1.152*** 0.029*** -0.204 362.964 -94.474 0,516 FE 55
0.076 0.006 0.141 471.521 324.87
Othermanuf.Pcts. | 0.692*** 0.021*** 0.178*** 126.723* 74.406 0,163 FE 66
0.056 0.008 0.065 68.135 64.379
Othernon-metallicpdts. | 0.579*** 0.019*** 0.206*** 215.126** 29.566*** 0,044 0,842 GMM | 62
0.1 0.004 0.074 102.793 8.401
Paperandproducts | 0.908*** 0.006 0.036 -1385.62 -249.601** 0,851 FE 51
0.073 0.008 0.112 1584.525 97.728
Petroleunrefineries | -0.045 0 0.001 -1317.595%** 3483.999*+* 0,544 FE 37
0.284 0 0.002 393.906 1335.342
Plasticproducts | 0.278*** 0.024** 0.701* 706.592 369.051 0,754 FE 42
0.093 0.011 0.295 1169.853 331.104
Pottery/china | 0.472**= 0.007 0.322* 165.525** 119.041* 0,766 FE 43
0.095 0.006 0.157 81.808 46.95
Printingandpublishing | 0.3*** -0.004 1.635%** 5025.931*** 538.184* 0,862 FE 61
0.098 0.006 0.382 1922.73 316.343
Professionak scient. | 1.138*** 0.003 0.081 97.69 294.804 0,139 FE 46
0.12 0.011 0.109 819.617 236.442
Rubbermproducts | 0.949*** 0.038*** 0.305*** 439.337** 116.851*** 0,231 FE 45
0.068 0.007 0.057 72.06 32.35
Textiles | 0.488*** 0.009*** 0.855*** 54.668** 208.918*** 0,051 0,908 GMM | 65
0.054 0.003 0.161 23.035 35.926
Tobacco | 1.045*** 0.015** 0.063 731.458 -81.812 0,708 FE 41
0.188 0.006 0.157 640.668 144.953
Totalmanufcturing | 1.122*** 0.007** 0.266*** 92.193*** 278.816** 0,069 GMM | 61
0.025 0.003 0.071 30.694 31.74
Transporiequipment | 1.07*** 0.016** -0.058 -87.334 -333.064 0,308 FE 66
0.072 0.007 0.102 420.29 238.938
Wearingapparel | 0.423*** -0.009*** 0.453*+* 62.632* 17.463 0,128 FE 49
0.025 0.002 0.109 35.204 13.391
Woodproducts | 0.895*** 0.015*** 0.068 -1420.272 25.235** 0,163 FE 62
0.06 0.004 0.092 1044.458 12.456

Parameteestimatesrein Bold characterandstandarcerrorsin italics

*x k% and* significantrespectrely at1, 5 and10%

*x k% and* significantrespectrely at1, 5 and10%

Instrumentuusedin GMM: Av.Wage(t-1) and(t-2), App.Productyity (t-2) and(t-3),

Market Sharesn Domestic,Developingandindustrializedmarlets(t-2) and(t-3),

Importsfrom andExportsto OECD anddevelopingcountries(t, t-1 andt-2).
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Table9: Estimationresultsattheindustrylevel for Latin American Countries

Industry | Av. wage Pty. dif R.Domshare R.Shardnd R.ShareDev DWH Overid  Meth Obs
B, B5,1nd 85, Dew P- P-
value value

Beverages| 0.601*** 0.001 0.656 -49.93 810.106** 0,056 0,7 GMM | 153
0.08 0.002 0.45 123.513 376.034

Fahmetalpcts. | 0.732%** 0.005** 0.148** 8.857 -65.477 0,281 FE 166
0.023 0.001 0.043 10.199 153.525

Foodproducts | 0.839*** -0.001* -0.016 -101.437 -185.105* 0,027 0,816 GMM 175
0.023 0.001 0.027 66.098 101.984

Footwear | 0.347*** 0.006*** -0.009*** -38.862*** -28.359*** 0,498 FE 138
0.03 0.001 0.003 4.547 8.828

Furniture | 0.608*** 0.006*** 0.032 3.686 -39.623 0,668 FE 144
0.025 0.001 0.025 3.069 77.161

Glassandproducts | 0.829*** 0.012%** 0.437*** 26.991** 5.177 0,697 FE 122
0.076 0.004 0.114 13.147 41.517

Industrialchemicals | 1.187*** 0.009*** -0.006 21.54 -32.178* 0,796 FE 145
0.038 0.003 0.022 21.874 18.186

Iron andsteel | 0.833*** 0.008** 0.134 45.307 -87.957 0,159 FE 102
0.098 0.003 0.108 35.482 56.056

Leathemproducts | 0.469*** 0.005*** 0.204*** 39.188 36.315** 0,323 FE 124
0.029 0.001 0.048 31.29 15.805

Machinery electric | 1.098*** -0.002 0 0.475 12.235 0,468 FE 140
0.022 0.002 0 0.417 197.733

Machinery | 0.948*** -0.002 0.012 -2.783 -4.785 0,708 FE 142
0.024 0.002 0.043 9.337 65.139

Misc. Petrol.Pdts. | 0.634*** -0.001 0.646*** 41.413* 734.197* 0,729 FE 60
0.075 0.001 0.191 21.595 436.189

Non-ferrousmetals | 0.76*** -0.002* 0 -8.845 0.182 0,344 FE 118
0.041 0.001 0.002 16 4.85

Otherchemicals | 1.007*** 0.009*** 0.427** 408.696 144.706*** 0,33 FE 150
0.047 0.003 0.107 264.061 54.446

Othermanuf.Pcts. | 0.727** -0.003** 0 -0.903 -12.131 0,222 FE 152
0.025 0.001 0.009 3.554 37.615

Othernon-metallicpdts. | 0.65*** 0.003 0.804*** 266.522 235.574 0,69 FE 148
0.039 0.002 0.133 193.224 206.806

Paperandproducts | 0.94*** 0.008*** 0.222*** -54.713 27.625 0,254 FE 138
0.05 0.003 0.072 108.294 20.118

Petroleunrefineries | 0.275* -0.002** 0.767*** 77.317%** 84.113 0,168 FE 72
0.144 0.001 0.103 17.992 61.534

Plasticproducts | 0.747*** 0.008*** 0.211%** 3.318 274.881 0,187 FE 138
0.037 0.001 0.078 11.068 209.921

Pottery/china | 0.737*** 0.015*** 0.294*** 8.893 26.366 0,703 FE 128
0.047 0.003 0.069 6.868 22.236

Printingandpublishing | 0.844*** 0.004** 0.191** -2.573 129.075** 0,46 FE 139
0.042 0.002 0.08 90.755 57.891

Professiona& scient. | 0.986*** 0.002 0.022** -7.269** -4.131 0,089 0,734 GMM 105
0.069 0.006 0.011 3.234 71.911

Rubbemroducts | 0.819*** 0.012** 0.447** 12.607 32.591 0,858 FE 130
0.054 0.003 0.073 52.652 49.826

Textiles | 0.65*** 0.006*** 0.262*** 4.985 18.517 0,816 FE 167
0.029 0.001 0.055 9.579 53.803

Tobacco | 0.009 0.001** 1.673%* 7231.103*** 1092.138*** 0,258 FE 53
0.071 0 0.287 2119.049 279.983

Total manufcturing | 0.951%** 0.011*** 0.13%+* 7.356*** -113.521* 0,107 FE 149
0.015 0.001 0.027 2.413 56.922

Transporequipment | 1.022*** 0.012*** 0.086** 5.247** -104.186*** 0,673 FE 124
0.036 0.003 0.042 2.565 36.933

Wearingapparel | 0.643*** 0.008*** 0.004 0.194 -0.13 0,718 FE 149
0.009 0.002 0.006 0.56 3.29

Woodproducts | 0.626*** 0.002 -0.001 0.021 -85.976*** 0,102 FE 159
0.016 0.001 0.004 15.167 28.565

Parameteestimatesarein Bold characterandstandarcerrorsin italics

* *xx - and* significantrespectrely at1, 5 and10%

* k% and* significantrespectrely at1, 5 and10%

Instrumentuusedin GMM: Av.Wage(t-1) and(t-2), App.Productyity (t-2) and(t-3),
Market Sharesn Domestic,Developingandindustrializedmarlets(t-2) and(t-3),
Importsfrom andExportsto OECD anddevelopingcountrie(t, t-1 andt-2).
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Table10: Estimationresultsat theindustrylevel for East Asian Countries

Industry | Av. wage Pty. dif R.Domshare R.Shardnd R.ShareDev DWH Overid Meth Obs
Bl B5,1nd 85, Dew P- P-
value value

Beverages | 0.846*** 0.001 -0.296*** 61.793 -9.734 0,046 0948 GMM | 91
0.122 0.004 0.106 197.849 39.652

Fabmetalpcts. | 0.939*** 0.003 -0.106*** -111.073* -6.837* 0,421 FE 97
0.024 0.002 0.039 57.632 3.704

Foodproducts | 0.699*** 0.007** -0.019 284.432%* -12.62** 0,263 FE 97
0.039 0.001 0.137 80.096 5.553

Footwear | 0.573*** 0.003 0.475%* 4.013 2.185 0,609 FE 42
0.033 0.003 0.069 4.248 12.33

Furniture | 0.737*** 0.009*** 0.308*** -25.293 17.167* 0,131 FE 89
0.042 0.001 0.071 25.584 9.893

Glassandproducts | 0.922*** 0.015** 0.421*+* -42.288 -2.658 0,487 FE 68
0.104 0.003 0.09 111.347 10.765

Industrialchemicals | 1.451*** 0.009*** 0.059** -20.773 0.837 0,928 FE 65
0.109 0.002 0.029 55.981 2.187

Iron andsteel | 1.444*= 0.008** -0.183* -50.669 -27.554** 0,411 FE 70
0.103 0.004 0.107 98.29 13.582

Leathemproducts | 0.839*** 0.005 -0.161*** 6.647 0.051 0,887 FE 67
0.029 0.003 0.041 29.177 1.662

Machinery electric | 1.112*** 0.008** -0.081*** -12.496%** 1.921%** 0,339 FE 98
0.032 0.003 0.03 4.249 0.633

Machinery | 1.068*** -0.001 0.009 -17.92%+* 5.235%* 0,195 FE 75
0.027 0.002 0.005 2.124 1.154

Misc. Petrol.Pdts. | 0.881*** 0.014*** 0.03 -17355.852* 992.819*** 0,279 FE 48
0.2 0.004 0.134 9711.786 311.21

Non-ferrousmetals | 1.157*** 0.005** 0.004 3.552 0.674 0,265 FE 59
0.098 0.002 0.003 26.698 0.834

Otherchemicals | 1.231*** 0.004 0.041 -99.885 11.381* 0,238 FE 90
0.107 0.004 0.051 569.467 6.687

Othermanuf.Pcts. | 0.787** 0.017** 0.001 -1.833 0.871** 0,147 FE 90
0.042 0.003 0.024 8.513 0.41

Othernon-metallicpdts. | 0.797*** 0.022*** 0.002* -397.1 -10.629* 0,546 FE 97
0.079 0.002 0.001 476.927 6.075

Paperandproducts | 0.862*** 0.009*** 0.21%* 472.937 14.203** 0,371 FE 99
0.051 0.002 0.057 1317.171 5.283

Petroleunrefineries | 0.181 o** 0.268* -8.549 -36.446** 0,788 FE 51
0.135 0 0.154 162.782 12.486

Plasticproducts | 0.891*** 0.006*** 0.082 -40.15 -9.003 0,539 FE 82
0.039 0.002 0.059 26.525 10.421

Pottery/china| 0.567*** -0.003 0 -28.968*** 24.319 0,784 FE 52
0.083 0.003 0.001 10.512 14.965

Printingandpublishing | 0.754*** 0.002*** 0.236** 470.514* -61.346 0,859 FE 99
0.069 0.001 0.095 238.296 37.783

Professionak scient. | 0.896*** 0.013*** 0.05* 9.695** -3.039* 0,309 FE 66
0.035 0.004 0.029 4.227 1.807

Rubbermproducts | 0.751*** 0.01*** 0.005 108.548*** -0.889 0,101 FE 79
0.058 0.001 0.019 35.416 3.564

Textiles | 0.792*** 0.007** -0.1%* 40.399 0.627 0,231 FE 101
0.011 0.003 0.032 150.241 3.634

Tobacco | 0.128 0.015** 0.022 -8261.4* -10.473 0,219 FE 83
0.107 0.002 0.025 4732.717 10.302

Totalmanufcturing | 0.983*** 0.006*** -0.048 3.615 -1.262 0,136 FE 99
0.027 0.002 0.035 22.047 3.998

Transporiequipment | 1.288*** 0 0.029 8.583 6.398 0,084 0,807 GMM | 93
0.063 0.004 0.071 27.001 5.992

Wearingapparel | 0.557*** -0.001 0.119 8.591 -1.516 0,541 FE 27
0.009 0.002 0.137 7.227 3.349

Woodproducts | 0.789*** 0.004** -0.087 98.452%** -10.121%** 0,832 FE 102
0.009 0.001 0.06 36.645 2.116

Parameteestimatesrein Bold characterandstandarcerrorsin italics

*x k% and* significantrespectrely at1, 5 and10%

*x k% and* significantrespectrely at1, 5 and10%

Instrumentuusedin GMM: Av.Wage(t-1) and(t-2), App.Productyity (t-2) and(t-3),
Market Sharesn Domestic,Developingandindustrializedmarlets(t-2) and(t-3),
Importsfrom andExportsto OECD anddevelopingcountries(t, t-1 andt-2).
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Table11: Estimationresultsat theindustrylevel for Asian Countries

Industry | Av. wage Pty. dif R.Domshare  R.Shardnd R.ShareDev DWH  Overid Meth Obs
B1,i B5,1nd B3, Dew P- P-
value value
Beverages| 0.12 0.005 1.73%** -238594.15 -18485.85** 0,235 FE 45
0.137 0.004 0.5 150849.792 3891.598
Fahmetalpcts. | 1.099*** 0.005* -0.039 -52.853 2.641 0,773 FE 71
0.046 0.003 0.031 220.393 34.965
Foodproducts | 0.731*** 0.008*** -0.062 -187.058* 28.222 0,358 FE 75
0.058 0.002 0.05 87.008 19.624
Footwear | 0.756*** 0.001 0.433*** -4.398 -61.562 0,237 FE 44
0.097 0.004 0.084 3.441 48.095
Furniture | 0.716*** 0.001 -0.049 -25.683 -2.081 0,947 FE 48
0.071 0.005 0.054 22.648 39.965
Glassandproducts | 0.908*** 0.022%** 0.124 -82.478 -11.014 0,639 FE 48
0.085 0.005 0.095 240.524 9.937
Industrialchemicals | 1.749*** 0.011* -0.066 -118.714 -16.364* 0,416 FE 56
0.115 0.006 0.053 90.932 8.99
Iron andsteel | 0.895*** 0.001 0.309** 126.65 6.596 0,559 FE 47
0.171 0.004 0.12 579.428 95.316
Leathemproducts | 0.681*** 0.007*** 0.045* -3.066* -0.805 0,083 0,922 GMM | 56
0.019 0.002 0.023 1.584 9.527
Machinery electric | 1.433*** 0.008*** -0.053 2.492 -5.372 0,82 FE 71
0.058 0.003 0.034 33.872 13.746
Machinery | 1.253*** 0.011*** -0.03 155.164 -77.244%* 0,332 FE 66
0.051 0.003 0.032 360.426 33.175
Non-ferrousmetals | 1.28*** 0.025*** -0.262*+* 150.623 -11.681 0,879 FE 29
0.113 0.005 0.08 531.873 18.433
Othermanuf.Pcts. | 1.251*** 0.013*** -0.026 119.017 -198.192*** 0,377 FE 65
0.068 0.003 0.062 161.982 48.077
Othernon-metallicpdts. | 0.687*** -0.003 0 -7.471 1.425 0,415 FE 68
0.035 0.002 0 5.815 3.583
Paperandproducts | 0.798*** 0.017*** 0.112 2538.99** -146.779*** 0,26 FE 58
0.079 0.004 0.099 1253.003 52.564
Plasticproducts | 0.987*** 0.006* 0.001 1694.432** -12.701 0,929 FE 53
0.054 0.003 0.028 794.294 7.964
Pottery/china | 0.584*** 0.019*** 0.118 217.921 130.083 0,477 FE 50
0.096 0.007 0.123 166.876 294.678
Printingandpublishing | 0.705*** 0.005*** 0.263** 139.993*** -6.367 0,247 FE 53
0.047 0.001 0.073 37.837 31.159
Professiona& scient. | 0.927*** 0.009** 0.148 -96.634 -652.363 0,376 FE 65
0.095 0.004 0.098 3695.068 517.473
Rubbermroducts | 1.126*** 0.005 -0.002 34.758** 9.149 0,947 FE 39
0.073 0.005 0.017 16.665 9.319
Textiles | 0.835*** 0.013*** 0.217* 96.609 -212.85%** 0,33 FE 55
0.084 0.002 0.087 214.986 39.89
Tobacco | 0.821*** 0.006*** -0.03 -24.581 14.652%+ 0,381 FE 71
0.051 0.002 0.051 15.562 4,932
Total manufcturing | 0.036 0.002 9.858*** 37390.456*** 1256.905*** 0,664 FE 49
0.036 0.001 0.901 12922.641 396.47
Transportequipment | 0.998*** 0.005*** -0.068*** -89.918** -0.055 0,086 0,837 GMM | 67
0.013 0.001 0.011 37.35 15.814
Wearingapparel | 1.364*** 0.006* -0.023 -3042.301*** -150.72%** 0,372 FE 71
0.052 0.003 0.023 906.548 50.726
Woodproducts | 0.584*** 0.001 0.094 -51.743%** 5.566* 0,312 FE 65
0.06 0.005 0.066 15.159 2.944

Parameteestimatesrein Bold characterandstandarderrorsin italics

** % and* significantrespectiely at1,5 and10%

*x *xx - and* significantrespectrely at1,5 and10%

Instrumentaisedin GMM: Av.Wage(t-1) and(t-2), App.Productyity (t-2) and(t-3),
Market Sharesn Domestic,Developingandindustrializedmarlets(t-2) and(t-3),
Importsfrom andExportsto OECD anddevelopingcountrieg(t, t-1 andt-2).
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Table12: Thefour groupof considereaountries

[ Group | Relatedcountries
MediterranearCountries Egypt,Morocco, Tunisia, Turkey, Cyprus,Malta
AsianCountries BangladeshMadagascaiindia, Indonesia Pakistan,

SriLanka,Nepal

Est(andSouth)AsianCountries | Macav, Hong Kong (China), SingaporeKoreanRe-
public, Malaysia,Thailand,Philippines

Latin Americancountries Bolivia, Chili, Colombia, Nicaragua, Argentina,
Costa Rica, Ecuador Sahador Guatemala,Hon-
durasMexico, PanamaPeru,VenezuelaUruguay
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