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Abstract

In this paper, we derive thentesta theoreticalequation,basedon rentsharing
theories,linking industry wagesto opennessvariables. This relation hasthree
main features:1/ it can be easily confrontedto the data. 2/ it allows for both
impactsof importandexportvariablesto beproperlyconsideredin asametestable
wageequation.3/ it stressesexplicitly the role of imperfectmarket structuresof
goodsandlabor, aswell as their interaction,whenstudyingwages’responseto
openness.We constructa datasetthat providestogethertrade,activity andlabor
relateddatafor around29 industriesand65countriesbetween1981and1997.We
find, for OECD countries,that an increasein export aswell asdomesticmarket
sharesis associatedwith growth in wagesin roughlyhalf of theindustries.Among
developing countries,Mediterraneanfollowed by Latin Americancountries,are
thosewheresuchphenomenonof rent-sharingcan be observed. This doesnot
seemto bethecasein Asia however.

Résuḿe

Danscetarticle,nousconstruisonspuis testonsun mod̀elebaśe sur la théorie
desnégociationssalarialespermettantde lier les salairessectorielsaux variables
d’ouverture.L’ équationthéoriqueobtenuea trois caract́eristiquesprincipales: 1/
elle peutêtreaiśementconfront́eeaux donńees; 2/ elle introduit l’impact de va-
riablesd’importationset d’exportationsdansune mêmeéquationestimable; 3/
enfin,elle explicite le rôle de l’imperfection desstructuresde march́esdesbiens
et du travail, et leur interaction,dansl’ étudede l’impact du commercesur les
salaires.Noustrouvonsquedansles paysde l’OCDE ainsi quedansceuxde la
Méditerrańee,et dansunemoindremesureenAmériqueLatine,un accroissement
despartsde march́e sur le march́e domestiqueet sur celui à l’exportationestas-
socíe à un accroissementdessalairesdansprèsde la moitié dessecteurs.En re-
vanche,danslespaysd’Asie, cephénom̀enenesemblepasêtreà l’oeuvre.

JELClassification: F1,L1 & J3

Keywords:Liberalization,Openness,RentSharing,Wages,Mark-ups

Motsclés: Libéralisation,Ouverture,PartagedesRentes,Salaire,Marges
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Summary

How are rentsfrom opennesscapturedand contested,and then sharedamongcountries,
employersandemployees,in developedanddevelopingcountries?Theexisting literaturedoes
not answer. It hasbeenmostly interestedin labor market adjustmentsin developedcountries
only. Moreover, constrainedby theassumptionof perfectlycompetitive markets,it doesfocus
on factorrevenues,andnoton thedistributionor captureof rentsconsecutive to openness.

Nevertheless,in recentyears,moreattentionhasbeenpaidto theroleof imperfectcompeti-
tion in theimpactof tradeon labor. Accordingly, a growing bodyof theliteraturehasexplained
changesin wagesby changesin rentsconsecutive to openness,assumingboth imperfections
in thecommoditymarket andtheunions’market power (SeeAbowd andLemieux(1993)and
BorjasandRamey (1995)). However, the literatureis still ratherscarceon examiningwhether
relatedmechanismsaffect developingcountriesin thesameway asindustrializedones.Harri-
sonandHanson(1999)review the literatureon tradepolicy andthe labor market adjustment,
mainly basedon specificstudiesrelatedto Mexico andMorocco,andfind thatopennesshada
small impacton wagesandemployment. Themainreasons,theauthorsargue,comefrom both
imperfectionsof laborandproductmarketsconsistentwith therentsharingtheories.

Many issuesarestill puzzling.The’modern’ literatureon tradeandrentsharingwaspartic-
ularly interestedin onevectorof openness:importpenetration.However, if rentsaccruingto the
laborarecontestedby imports,thenwhy not examinewhetherforeignrentscanbecapturedby
firms, andhenceunions,throughexporting? We asktypically what is theappropriateshapeof
therelationbetweenindustrywagesandopennessindicatorssuchasimport penetration,export
intensityor foreignmarket shares.

Moreover, we study whethertheseindicatorsimpact wagesidentically in developedand
developingcountries.In thelattergroupof countries,rentsaccruingto protectedfactorsmaybe
importantaswell, while rentsto becapturedby exportingmight bemorelimited. As a matter
of fact,openingthoseeconomiesmaybeassociatedwith thelossof largerentson thedomestic
market in industriescharacterizedby imperfectcompetition,while thesecountrieswould tendto
specializeandexport in rathercompetitive industries.

In this paper, we addressthesequestionsby building andtestinga theoreticalmodelbased
on rent sharingtheories.Accountingfor theStructureConductPerformanceparadigmandin-
ternationalmarket segmentation,we derive anequationlinking industrywagesto bothdomestic
andforeign market sharevariables.This theoreticalrelationhasthreemain features:1/ it can
be easilyconfrontedto the dataat the industry level. 2/ it allows for both impactsof import
andexport typevariablesto beproperlyconsideredin a sametestablewageequation.3/ finally,
it stressesexplicitly therole of imperfectmarket structuresof goodsandlabor, aswell astheir
interaction,whenstudyingwages’responseto openness.

We usetwo UNIDO databasesto constructa datasetthatmatchestrade,activity andlabour-
relateddatafor around29 industriesat the 3-digit ISIC nomenclature(Rev.2) in 65 countries,
within the 1981-1997period. We find, for the OECD countries,that an increasein export as
well asdomesticmarket sharesis associatedwith an increasein wagesin roughly half of the
industries.Amongdevelopingcountries,in Mediterraneancountries,followedby thosein Latin
America,suchphenomenonof rent-sharingcanbeobserved. This doesnot seemto bethecase
in Asiahowever.
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Résuḿe long

Commentles rentespouvant êtreobtenues̀a l’ouverturesont-ellecapt́ees,contest́eespuis
redistribuées,entre employeurs et employés des pays dévelopṕes et en développement? La
lit ératureexistanten’apportepasde réponse.La plupartdesétudesont ét́e meńeessur l’ajus-
tementdu march́e du travail desseulspaysdévelopṕes.De surcrôıt, contraintesparl’hypothèse
deprofitsnulsenconcurrenceparfaite,celles-cinepouvaients’intéresserqu’à la distributiondes
revenusdefacteurset nonà la distributiondela rente.

Un nouveaucourantde la litt ératurea déplaće le débatd’un cadreconcurrentielsur les
march́esdesproduitset desfacteurs,versdesmarch́esoù desrentesexistent,peuvent êtrepar-
taǵees,grâceaupouvoir denégociationdessyndicats,et seraientaffect́eesparl’ouverture(Voir
Abowd et Lemieux(1993)et Borjaset Ramey (1995)).Lesquelqueśetudeseffectúeessurl’im-
pactdu commercedanslespaysendéveloppements’inspirentégalementd’un cadrethéorique
enconcurrenceimparfaiteoù lessyndicatsparticipentactivementà la déterminationdessalaires
et de l’emploi. Harrisonet Hanson(1999)recensentla litt ératuresur le commerceet l’ajuste-
mentdu march́e du travail danscespayset concluentquel’ouverturea euun faible impactsur
lessalaireset l’emploi.

Tous les auteurscitéspréćedemments’intéressentaux pertesde rentessur le march́e do-
mestiqueduesà la libéralisationcommerciale.Ils ne prennentpasen consid́erationles gains
potentielsde rentesréaliśesà l’exportationet à leur redistribution. Quelleestalors la relation
théoriquepréciseexistantentresalaires,renteset variablesd’ouvertureà l’importationet à l’ex-
portation? Lessalairessont-ilsaffect́esde la mêmefaçon danslespaysdévelopṕeset lespays
endéveloppement?DanslesPVD, la concurrencéetrang̀erepeutaffecterlesrentesdomestiques
alorsqueles profits obtenusà l’exportationpeuvent êtreplus limit és.En effet, nouspouvons
penserqu’à l’ouverturecespaysdétournentleur productionde secteurs̀a fortesrentes,où ils
n’ont pasd’avantagecomparatif,poursesṕecialiserdansdessecteursoù ils sontplusavantaǵes,
maisaussibeaucoupplusconcurrentiels.

Noustentonsd’examinercesquestionsenconstruisantpuisentestantunmod̀elebaśe surla
théoriedesnégociationssalariales.A l’aide duparadigmedeStructure-Conduite-Performanceet
de l’hypothèsedesegmentationinternationaledesmarch́es,on peutdistinguerdansunemême
équationdesalairecequi relève du march́e domestiquedecequi estrelatif auxmarch́esà l’ex-
portation,dansla déterminationdessalaires.L’ équationthéoriqueobtenueatroiscaract́eristiques
principales: 1/ elle peutêtreaiśementconfront́eeauxdonńees; 2/ elle introduit l’impact deva-
riablesd’importationset d’exportationsdansunemêmeéquationestimable; 3/ enfin,elle expli-
cite le rôledel’imperfectiondesstructuresdemarch́esdesbiensetdutravail, et leur interaction,
dansl’ étudedel’impact du commercesurlessalaires.

Nousutilisonsdeuxbasesdedonńeesdel’ONUDI pourconstruireunebaseincluantdonńees
decommerce,d’activité et detravail pourquelque29 secteurs,auniveau3-chiffres(ISIC rev.2)
dans65pays,pourla période1981-1997.Noustrouvonsquedanslespaysdel’OCDE ainsique
dansceuxdelaMéditerrańee,etdansunemoindremesureenAmériqueLatine,unaccroissement
despartsdemarch́e sur le march́e domestiqueet à l’exportationestassocíe à un accroissement
dessalairesdansprèsdela moitiédessecteurs.Enrevanche,danslespaysd’Asie,cephénom̀ene
nesemblepasêtreà l’oeuvre.
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Inter national Trade and Rent Sharing in Developedand
Developing countries1

Lionel Fontagńe2, Daniel Mirza3

1 Intr oduction

Sincethe WTO’s Seattlemeeting,NGOs,unionsandotherrepresentativesof the civil society

calledfor moreequity in theglobalizationprocess.Accordingto theseclaims,today’s global-

ization would firstly benefitcapitalholdersandmultinationalfirms. To quotethe recentPorto

AlegreCall for Mobilisation:

” . . .Wedemandthegenuinerecognitionof theright to organiseandnegociate

for unions,andnew rights for workers to facethe globalisationstrategy . . .Free

tradeis anything but free. Global traderulesensuretheacceleratedaccumulation

of wealthandpower by multinationalcorporationsandthefurthermarginalisation

andimpoverishmentof smallfarmers,workersandlocalenterprises... . ” .

Thebulk of thetradeliteraturefails to addresstheissueof opennessin thesetermshowever,

while therehasbeenburgeoningliteratureon the interactionsbetweentrade,employmentand

wages.How rentsarecapturedandcontested,andthensharedamongcountries,employersand

employees,remainsan avenuefor research.Moreover, whereascivil societyfrom aroundthe

world seemsto beconcernedaboutthiscall, existingstudieshavebeenmainly focusingon labor

market adjustmentsin developedcountriesonly.

Originally, thetraditionalfactorproportionview of tradetheoristshasbeenusedto examine

the impactof opennessto tradewith developingcountrieson wageinequalitiesin the OECD.

However, authorsdo not find any sizeableimpactof opennesson wagesin importingcountries.

Besides,unlike thetheory’s prediction,factordemandfor white collarsseemsto beincreasing,

notdecreasing,with theskill premium.In total, theStolper-Samuelsonview accordingto which

importsfrom low wagecountriesharmunskilledlaborin OECDcountriesshouldbequestioned
4. Laboreconomistsoffer analternativeexplanationof laboradjustmentwhereimports,but also

immigrationfrom developingcountries,affect thelaborsupplycurve. Accordingly, inequalities

couldbeexplainedby a risein therelativeservicesof unskilledlaborin theOECDembodiedin

tradevolumes5. Technologicalchangeis alsoconsideredto beaseriouscandidatefor explaining

1Thisresearchhasbeengrantedfinancialsupportby theFrenchPlanningAgency (CommissariatGéńeral
duPlan,conventionn

�
5-2000).Wearegratefulto Keith Head,SébastienJean,David Margolis andThierry

Mayerfor helpful commentsonanearlierversion.Usualdisclaimerapply.
2CEPII,Email:fontagne@cepii.fr
3TEAM, Universit́e deParisI Panth́eon-SorbonneetCNRS106-112Bd del’hôpital75647ParisCEDEX

13. Tel: (33) 1 44 078264;Fax: (33)1 44078267Email:danmirza@univ-paris1.fr
4Seerecentwork ontheStolper-Samuelsoneffectconcerningtheperiodof theeighties,in Leamer(1996)

aswell asBaldwinandCain(1997).
5SeeWood(1995)andBorjas,FreemanandKatz (1996)amongothers.
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therise in inequalities6. However, Neary(2001)shows that the impactof technologycouldbe

alsoendogenousto openness.

Nevertheless,theabove studiesdo not focuson thedistribution or captureof rentsconsec-

utive to openness,but on factor revenues.Exceptin Neary(2001),mostof themareactually

constrainedby theassumptionof perfectlycompetitive markets. Nearynotesthat thecompeti-

tive generalequilibriumtrademodels,do not allow for any discussionon theimpactof tradeon

mark-ups.

Indeed,in recentyears,moreattentionhasbeenpaid to the role of imperfectcompetition

in theimpactof tradeon labor. In a pioneeringwork, Oliveira-Martins(1994)findsthat trade’s

impacton industrialwagesrelieson productmarket structurecharacteristicsin theOECD.One

possiblereasonbehindthis result, is that thesewagesdo not only result from theequalization

of labourdemandandsupply, which is what is usuallyassumedby the classicalview of trade

andlabourtheorists.They couldalsodependon thefinancialsituationof theemployer andthe

bargainingpower of employees7.

Accordingly, a growing body of the literaturehasexplainedchangesin wagesby changes

in rentsconsecutive to openness,assumingbothimperfectionsin thecommodityandthelabour

markets. Two seminalarticlesby Abowd andLemieux (1993)andBorjasandRamey (1995),

stresstheimportanceof accountingfor opennessasarentshifterfrom domesticto foreignfirms.

In the presenceof unions,the lossof profits dueto opennesstranslatesinto a reductionin the

wagepremium. Borjas and Ramey proposea simple theoreticalframework of a two-sector

economy, in which theimpactof tradeon wageinequalityis greaterin concentratedindustries:

importscapturerentsotherwisesharedwith employeeswithin thedomesticfirms.

In addition,the literatureis ratherscarceon examiningwhetherrelatedmechanismsaffect

developingcountriesin thesamewayasindustrializedones.HarrisonandHanson(1999)review

the literatureon tradepolicy andthe labormarket adjustment,mainly basedon specificstudies

relatedto Mexico andMorocco,andfind thatopennesshada smallimpactonwagesandemploy-

ment. Themainreasons,theauthorsargue,comefrom bothimperfectionsof laborandproduct

marketsconsistentwith therentsharingtheories.Ghose(2000)providesusefuldescriptive evi-

denceof thesephenomena,confirmingthelimited impactof importsfrom developingcountries

in theOECDs,while theformerwouldhave benefitedfrom gainsin wagesandemployment.

In total, many issuesarestill puzzling. The ’modern’ literatureon tradeandrent sharing

was particularly interestedin one vector of openness:import penetration. However, if rents

accruingto thelaborarecontestedby imports,thenwhy not examinewhetherforeignrentscan

be capturedby firms, andhenceunions,throughexporting? Budd andSlaughter(2000)stress

the idea that profits may be sharedacrossbordersas well. They are the first to find robust

supportto internationallinkagesaffectingCanadianwages.Theauthorscapturetheselinkages

via four mainvariables:multinationalownership,internationalunions,tariffs andtransportcosts.

6Seefor instanceHaskel (1999)andSlaughter(1999)for a review of this literature. An additionalex-
planationfor rising inequalitiesconsidersapotentialincreasein labordemandelasticities(Slaughter(2001)
andJean(2000)).

7As showedby Katz andSummers(1989),KruegerandSummers(1988)or morerecentlyAbowd, Kra-
marzandMargolis (1999),thecompetitive wageassumptionappearsto beinconsistentwith theevidence.
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However, thesevariablesenterthe rent sharingequation,mainly throughtheir interactionwith

the industry profits in the domesticand foreign markets. Put differently, the authorsdo not

sufficiently explicit the theoreticalrelationbetweenopennessvariables,mark-upsandwages.

Here,we focus insteadon tradevolumes–importsandexports–andasktypically what is the

appropriateshapeof therelationbetweenindustrywagesandopennessindicatorssuchasimport

penetration,export intensityor foreignmarket shares.

Moreover, we askwhethertheseindicatorsimpactwagesidentically in developedandde-

velopingcountries.In the lattergroupof countries,rentsaccruingto protectedfactorsmay be

importantaswell, while rentsto becapturedby exportingmight bemorelimited. As a matter

of fact,openingthoseeconomiesmaybeassociatedwith thelossof largerentson thedomestic

market in industriescharacterizedby imperfectcompetition,while thesecountrieswould tendto

specializeandexport in rathercompetitive industries.

In this paper, we addressthesequestionsby building andtestinga theoreticalmodelbased

on rentsharingtheories.Theexisting modelis extendedto accountfor boththeStructureCon-

ductPerformanceparadigmandinternationalmarket segmentation,which enablesus to derive

an equationlinking industrywagesto both domesticandforeign market sharevariables.This

theoreticalrelationhasthreemain features:1/ it canbeeasilyconfrontedto thedataat the in-

dustry level. 2/ it allows for both impactsof import andexport type variablesto be properly

consideredin asametestablewageequation.3/ finally, it stressesexplicitly theroleof imperfect

marketstructuresof goodsandlabor, aswell astheir interaction,whenstudyingwages’response

to openness.

Why the issuesstressedabove have received so little attention,especiallyregardingdevel-

oping countries,remainsa puzzling issueitself. As far asempirical studiesareat stake, the

persistentlack of datamayhave limited tentative checkupsto individual countriesexperiences,

suchasMexico or Moroccoamongothervery few countries(seeCurrie andHarrison(1997)

andDeMelo et al. (2000)).Besides,onecouldhardlyquoteahandfulof papersjointly address-

ing therole of market structuresin trade’s impacton wagesandemploymentfor developedand

developingcountries.

Here,we usetwo UNIDO databases:the3-digit ISIC IndustrialStatisticsdatabase,aswell

asthe IndustrialDemand-SupplyBalancedatabaseat the4-digit level ISIC Code. From these

sources,we constructa datasetthatmatchestrade,activity andlabourrelateddatafor around29

industriesat the3 ISIC nomenclature(Rev.2) in 65countries,within the1981-1997period.

Wefind, for theOECDcountries,thatanincreasein exportaswell asdomesticmarketshares

is associatedwith an increasein wagesin roughly half of the industries. Among developing

countries,in Mediterraneancountries,followedby thosein Latin America,suchphenomenonof

rent-sharingcanbeobserved.Thisdoesnotseemto bethecasein Asia however.

In the next section,we presentthe theoreticalmodel. Section3 highlightssomestylized

facts. In section4 we designa strategy to matchtheorywith the data. Section5 shows the

econometricresults.Section6 concludes.
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2 A simplemodelwith imperfect competition

We follow the SenandDutt hypothesis(1995)by consideringa firm � from a country i,

actingin oligopoly, wherethefirm’s employersandunionsbargainover bothwagesandoutput.

The authorsdo not clearly justify the intuition behindthis particulartype of strongly efficient

bargainingasit is usuallyemploymentthat is thesecondvariableof interestin thesemodels8.

Onecanactuallythink thatfrom theunions’pointof view, thevariablebehindoutputis actually

employmentasthey know that thesetwo variablesaredirectly linked in productionfunctions.

However, in oligopolisticmarketstheoutputof thefirm standsasa strategic variablefrom the

managerspoint of view.

Here,we simply addto theSennandDutt framework thehypothesisthatthefirm servesits

own market andexportsto
���
	

foreign markets. Thesemarketsareassumedto be interna-

tionally segmentedsothatfirms’ saleson a given � market, with ���� 	�� � � ��� , dependonly on

this market’s characteristics(seeBranderandKrugman(1983)).Notethat j canbethedomestic

market � ����� � or theforeignmarket � ������ � , sothateachtime thatthefirm servesthedomestic

market we shallsaythatit ’exports’ to this market.

Then,asoutputstandsfor thesumof exports,theNashsolutionto thebargainingproblem

would beto choosewagesandexport volumesto each� market. Hence,theobjective function

to maximizeis

� � � � � � ��� � � � � � � � ! � " # � � $% & '�( ) � & � � * � & � � ��� � � � � � � � � ! ( + " # (1)

where� � designatesthealternative wagein theeconomyi, , � indicatestheunion’s degree

of market power ( -�.�,. 	 ), ) � & � � and * � & � � thepriceandthevolumeof theexportinggoodof

thefirm. � � � � standsfor thevolumeof labourdemandfor therepresentative firm.

Fromthefirst orderconditionswe derive thefollowing wageequation:

� � � �/�0, �21�3 & ) � & � � * � & � � � � � � � � � � �� � � � 405 � � � � (2)

Here,firm wagesarelinearfunctionsof alternativewagesandquasirentsperworker(Abowd

1989).However, asthemarketsareassumedto besegmented,thentotal revenuesarethesumof

revenuesobtainedfrom eachexport market.

8The conceptof stronglyefficient bargaining(i.e. both partiesnegotiateover wagesandemployment)
hasbeenintroducedby Brown andAshenfelter(1986).It is usuallyopposedto the right to manage hypoth-
esis(i.e. unionsandemployersbargain only over wagesonly) or the monopolyunion model(i.e. unions
choosesolely the wagerate). In thesemodels,employerssettlea level of employmentconditionalto the
wagerateaccordinglydetermined.While Brown andAshenfelter(1986),Card(1990)andHoskenandMar-
golis (1997)find a mixedsupportto thehypothesisof efficient bargaining,Abowd (1989)andChristofides
andOswald (1991)supportcompletelythathypothesis.Furthermore,usingdataon New York Statepublic
schoolsHosken andMargolis (1997)rejectsystematicallythe hypothesisthat teachers’unionsandschool
districtsengagein monopolyunionor right to managestylebargaining. In this articlewe maintainthehy-
pothesisof stronglyefficient bargainingagreementsanddiscussin latersectionstheimplicationof a right to
manageor monopolyunionassumptionson theparametersto estimate.
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Besides,equatingmarginal revenueto marginal costin eachmarket, andconsideringequa-

tion 2 we derive thefollowing quasimark-upequationoneachexportmarket:7 8 9 : ;=<2> ? : 87 8 9 : ;A@CB DFE2G 9 HI 9KJ 8 9 : ; (3)

Unlike traditional mark-upsthatexpresstotal profits per unit value,quasimark-upsstand

for the total quasirentsperunit value. Equation3 is closelyrelatedto theStructure-Conduct-

Performancetype expressionsin industrialeconomics,since’quasi’ mark-upsdependon con-

jecturalvariation G , price-elasticityof demandI andmarket shareJ 8 9 : ; @ML 8 9 : ; N O�9 , with O=9
representingtotal salesin themarket P 9.

Foreaseof exposition,weassumethatoutputequalslabourdemandQ 8 : ; @MR 9 S�T U U U V L 8 9 : ; @W 8 : ; . Let 7 8 : ; Q 8 : ; @MR 9 7 8 9 : ; L 8 9 : ; bethetotal revenuefor firm X and Y 8 9 @[Z \ 8 ] T ^ _ ` ab `dc/e f P�gD�h h h i . Expressingby P j a foreign market differentfrom thedomesticone k , thenequations2

and3 give thefollowing realwagefunction:> 8 : ;7 8 : ; @ Y 8 8�l 8 8 : ; J 8 8 : ; E0m9 n oS�8 B Y 8 9 n l 8 9 n : ; J 8 9 n : ; H E >�? : 87 8 : ; (4)

where,l 8 9 : ; @[Z p q ` r q ` s tp q s t u q s tvc standsfor theexport rateof firm X in themarket P . Then,thereal

wageequation,net from therealalternative wage,is a linearcombinationof thesumof export

market sharesweightedby theexport rateto eachcountryP . Theintuition behindthis relationis

thatanincreasein themarket share,in a givenmarket P , translatesinto morequasirentsfor the

firm, thataresharedwith theemployeesin thepresenceof unionpower. Now, thesequasirents,

andthuswagecompensationgains,arethemoreimportantthemorethefractionof outputused

to serve this market P is high.

However, aswe do not have accessto firms’ datawe presentin what follows an aggrega-

tion strategy thatenablesus to testa variantof the above equationat the industrylevel (Here-

after, we assumethat the industrysuffix w is implicit). Thus,let x 8 9 @ Oy8 9 N O�9 be the coun-

try’s k market sharein country P for an industry, z 8 9 @{Z p q ` | q `p q } q c beingits industry’s export

rateand ~ 8 @ R ; W 8 : ; representingtotal demandfor labourat the industry level. Moreover,

let � 8 9 @�� R ;v� r q ` s t| q `2� � � be the export concentrationon the bilateral market � k P � . This

concentrationindex informs us aboutthe degreeof competitionwithin all the exporting firms

from k to the market P 10. Thenconsideringequation4 andcomputingthe real averagewage> 8 N 7 8 @[� R ; > 8 : ; W 8 : ; N ~ 8 � N 7 8 at theindustrylevel we canderive thefollowing expression:

9Theconjecturalvariationparameter� variesbetween-1 and � 9 ��� in orderto allow for asetof strategic
behaviors uponthe � 9 firmssellingin themarket. Theformervaluecorrespondsto a perfectlycompetitive
marketwhile thelattersuggestsaCartelbehaviour when � 9��2� , or amonopolywhenonly onefirm serves
themarket. A Cournotcompetitionis assumedwhen �/��� .

10The export concentrationon thebilateralmarket is theexport concentrationrelative to a country � ex-
porting to � . For sake of clarity, assumethe particularcasewhereall the exporting firms have symmetric
characteristicsin coststhenthis bilateralconcentrationindex reducesto the inverseof thenumberof firms
thatexport to themarket � . Then,it is easyto understandwhy this index of concentrationrevealsthedegree
of competitionwithin theseexportingfirmson themarket � .
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� �� �y�0� � � � ��� � � ��� � ���� � �  � � ¡ � � � � � � � � � � � � � � ¢ � �� � (5)

where

� � � � � �¤£ ¥ � ¦v� � § ¨ �2©v� ª« �¬
and � ¡ � � � � � £ ¥ � ¦ � � � § ¨ ��© � � ª« � � ¬�® ¯ ° ±F²��³ ® ° ±�´¶µ ¨v· · · ¸¹�¨ º

Beforeinterpretingthe � parameters,assumefirst thatthey aregiven.Thewagerelationwe

obtainat theindustrylevel is thenrathersimilar to theonepresentedat thefirm level, exceptthat

now export or domesticsalesratesandmarket sharesarenot specificto a firm but relative to a

countryin a representative industry. Besides,now that the relationis expressedat the industry

level an additional term ¦v� � , relative to the stateof competitionwithin the exportersin that

industry, enterstheequation.

This equationhasthreemain characteristics:First, it canbe easilyconfrontedto the data

thatcouldbefoundat theindustrylevel whenstudyinga country’s opennessto trade.

Second,this relation suggeststhat in order to appreciatethe opennessimpact on wages,

import penetration,export market sharesandexport intensityindicatorsneedto be considered

together. To seehow they could intervene,we call hereafterthe compositevariable � � � ��� �
the ’relevantdomesticmarket share’and � � � ��� � the ’relevantexport market share’relative to ³
exportingto ° . Market sharesobtainedfrom exportingto themarket ° , are’relevant’ whenthey

countmorein thetotalrentsof theindustry. Actually, whenacountry’sproductionin anindustry

essentiallyserves its domesticdemand(inward oriented)then this industry’s rentsaremainly

thosedrivenby thedomesticmarket. Hence,if thiscountry’s sharesin foreignmarketsincrease,

neitherdo they greatlyaffect total rentsnorwagesin thatindustry. Besides,thedomesticmarket

sharevariable� � � isbyconstructioninverselyrelatedto importpenetration» � � as � � � �
¨ ¹ » � � .
This suggeststhat import penetrationis the more painful on wages,the more the country is

inwardorientedin theconsideredindustry. On theopposite,whena countryis mainly outward

oriented(proportionof exportsto productionis high), an increasein its foreign market shares

would bemorerelevantto total rentsthatwould bethensharedwith employees.

Finally, theabove relationstressesexplicitly therole of imperfectcompetitionin goodsand

labourmarketswhenlookingat thewageresponseto openness.Moreexplicitly, theextentof the

relevant export market sharesor import penetrationeffectson wagesdependson thedegreeof

interactionof bothunions’andfirms’ market powers.Actually, the � � � � � andtheJ-1 parameters� ¡ � � � � , ¯ ° ± ²�¼³ , expressthe interactedmarket powersof both unionsandfirms in determining

industryreal wages.Typically, price elasticity( « � ), conjecturalvariation(© � ) andexport con-

centration(¦v� � ), form togetheranaveragemarket power indicatorof firms in ³ thatexport to ° ,¯ °´�µ ³ ® ° ± º . Hence,the larger themarket power, the larger therentsto beshared.Whetheror
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not theserentsaresharedbetweenworkersor employers,thendependsonunionsrelativepower

capturedby ¾ ¿ . On theopposite,in a competitive market where,for instance,priceelasticityis

high or producersbehave aggressively throughtheconjecturalvariationparameter, theeffect of

opennesson industrywagedifferentialsshouldbelow or evennotsignificant.

3 StylizedFacts

The3-Digits IndustrialStatisticsDatabase(Indstat3)reportsdataon activity suchas3-digit

industry total compensation(wagesand benefits),employment and production(ISIC rev.2).

UNIDO provides tradedatawith Developedand Developing countries(imports andexports)

at the4-digit industrylevel (ISIC rev.2 aswell), easilyaggregatableto 3-digit. Thenmatching

thesetwo databases,we wereableto constructa tableof activity andtradedatafor 65 devel-

opedanddevelopingcountriesin 29 industriesbetween1981-1997.Wepresentin tables1 and2

thenumberof industrieswheredatais availablein eachcountryfinally selectedover theperiod

1981-1997.

Matchingdatafor differentcountriesandperiodsis a difficult exercisehowever. Table1

summarizesavailable informationandshedslight on the large discrepancy betweencountries.

While informationis availablefor the29industriesandthewhole1981-97periodfor theUnited-

States,we got informationfor 10 to 23 Danishindustriesdependingon theyear, or for 2 to 24

industriesin Mauritius. Othercountriesdid not provide informationfor the whole period: for

instance,dataon Germany endin 1994,Bangladeshin 1992,while CostaRica’s datastart in

1984only. On thewhole, theworst informationis availablefor El Salvador, Ethiopia,France,

Ghana,Madagascar, Nepal,Nicaragua,Romania,South-AfricaandTunisia.Exceptfor France,

dataproblemsareconcentratedin developingcountries.Wedid notupdatethedatabasein order

to authorizethereplicability of our resultsandto stick to anhomogeneousdatasource.This is

whydatafor Europeancountrieswasnotcompleted.Notwithstandingsuchunbalancedstructure,

thedatasetentailsvery rich informationfor numerousdevelopingcountries,andthis comesout

as a good surprise: Chile, the Hong Kong province of China, Colombia,CostaRica, India,

Indonesia,Korea,Malaysia,Mexico, Philippines,Sri Lanka,Turkey, UruguayandVenezuela

collectedcompleteinformationon a regularbasis.

It is to benotedthatUNIDO tradedataarebasedon theUnitedNationsCommodityTrade

tapesandthus,areexpectedto be exhaustive by countryandindustrywhile Indstat3database

reportsactivity datafrom differentsourcesof information. A significantproportionof this data

appearsto becollectedfrom businesssurveysconductedby UNIDO, whichsuggeststhatwages,

employment and productioncould be underestimatedrelative to their real valuesin national

statistics.However, total compensationin thetheoreticalmodelto betestedis expressedrelative

to employment, and thus the relatedvariable À�¿ constructedfrom UNIDO would be a good

proxyof therealone.

More problematicis theproductionvariablewhich is usedto computedomesticandforeign

market sharesin the wagerelation. However, we madetwo different typesof controlsbefore

14
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usingthis variable. In the first control, we noticedthat the type of sourcefrom wheredatais

gatheredcouldvary from yearto yearwithin a pair country-industry. Hence,we simply com-

paredtheobservationsgatheredfrom questionnairesto thosethatarereportedto becompatible

with nationalaccountsa yearearlier, or a yearlaterandfoundcoherenttime series.Moreover,

a secondcontrol wasmadein order to checkwhetherthe productionfigureswerenot under-

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

databasebasedonnationalaccounts11 to thatof UNIDO andagainfoundvaluesthatwererather

similar.

Let usconsiderthewholepanelof countriesandindustriesandtabulatetheannualgrowth

of wageperemployee,labourproductivity, productionandexports,in all industries.

The bestperformancesin termsof wagegrowth over the periodunderconsiderationwere

obtainedby Lithuania,Nicaragua,Italy, Korea,Macau,HongKong,Slovakia,Singapore,Turkey

andSpain.As picturedin figure1 therankingin termsof productivity gainscloselymatchesthe

rankingin termsof wages.But moreinterestingly, mostof thesecountriesarewell ranked in

termsof export growth, with the exceptionof Hong Kong andSingaporethat exhibit a more

limited performance.

Reciprocally, theworstperformances(figure2) areobtainedby Ghana,Guatemala,Nigeria,

Romania,Madagascar, Venezuela,Ecuador, Bolivia, Honduras,Trinidad andTobaggo. What

characteristicsdo thesecountrieshave in common? Productivity gainsaregenerallylimited,

notablyfor Ghana,Trinidad andTobaggo,NigeriaandMadagascar. But this couldbe theout-

comeof a specializationin labourintensive products,authorizinga rise in employment. This

assumptionis compatiblewith HondurasandBolivia figures,but certainlynot with theremain-

ing countrieslisted here. In particular, Ghanaexhibits simultaneouslypoor performancesfor

exports,production,productivity andwages.

Unsurprisingly, therankcorrelationbetweengainsin wagesandgainsin productivity is very

large. Thecorrelationwith productionis moredifficult to establish,sinceexportsandimports

canvaryatasimilarpace,while thelattercrowdsout to someextentdomesticproducers.Lastly,

therankcorrelationbetweenexportingandpayingwagesis nearlyzero,notwithstandingthefact

that the betterperformancesin termsof wagesarepreciselyobtainedfor thosecountrieswho

successfullyenterforeignmarkets.

All this provesthat therelationbetweenexportinganddistributing wagesis not trivial and

will appearonly undercertaincircumstancesto beidentifiedbelow. In total, accordingto these

stylizedfacts,thequestionto beaddressedbelow is whetherexportingandgainingmarketshares

enhanceswages, controlling for the expectedrelationshipbetweenwages and productivity in

orderto identify market structurerelatedimpacts.We will demonstratethattherelative produc-

tivity of sectorsentersin thedeterminationof thealternative wage,conditionalto anassumption

of imperfectportability of qualifications.Theseobservationsalsosuggestthat the relationship

underexaminationheremightvaryaccordingto theregionof theworld considered.Sincefixing

wagesis alsoa matterof bargainingamongsocialpartners,thesamemechanismmight drive to

11More rigorously, the OECD productiondataareestimatedvaluesfrom both surveys andnationalac-
countsseries.
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differentoutcomesin developedanddevelopingcountries,but alsobetweendevelopingcoun-

tries in differentregionsof theworld economy. This will leadus to characterizeseparatelythe

correspondingrelationshipsin theestimationphasebelow.

4 Matching data and theory

Notice from tables1 and 2 that the panel is unbalancedas we do not have accessto all

the observationsby classof identifiers: country-year-industry. Hence,estimatessuchas the

traditionalBetweenmethods,thatcouldbedrivenfrom inter-countryvarianceswouldbebiased.

We dealwith this potentialproblemby undertakinghereafterWithin methodsof estimationat

theindustrylevel in orderto captureexclusively intertemporalvariancesleaving asidevariances

thatcouldarisebetweencountries.

Althoughsomeinformationis availableonpriceindexesfrom differentsources,therelation

to betestedneedspricelevels at thedenominatorof bothindustryandalternative wages,other-

wiseall theparametersthathave aneconomicinterpretationwould beoverestimated.We thus

constructa vectorof pricesfrom thefollowing:

ÂÃ Ä�ÅÇÆÈ É�Ê Ë Ì Ì Ì Í Î Ï Ä È ÐvÈ (6)

wherethe price in a given country Ñ , standsas the meanof wagesper employee of both

domesticproducersand importers(indexed by Ò , Ó Ò�ÔÖÕ Ñ × Ò Ø Ù ), weightedby their respective

market share.Obviously, in industrieswith positive rents,realpricesshouldbehigherthanthis

constructedvariablethat is morerelevant to proxy meancosts. However, following Oliveira-

martinset al (1996)amongothers12, averageindustrymark-upsareshowed to be ratherlow

(around1.20-1.30in general),andthusourconstructedvectorof priceswouldunderestimatethe

trueoneof 20-30%on average.Consequently, oneshouldkeepin mind that theparametersin

thewageequationwould beweaklyoverestimatedin industrieswith rents.

Thealternative wagein theconsideredindustryis not directly observablefrom thedata. It

canbe approachedby theaverageof thewageover all the industries(Ð Ä ), if oneassumesthat

employeeshave the samequalificationsamongindustries.However, we relax this assumption

by introducingsomecomponentsof thealternative wagespecificto therepresentative industry

thatcouldbecapturedby differentialsin apparentproductivity13. Hence,oneway of modeling

thealternative wagethatis specificto arepresentative industryis to considerthat:

12Seefor instanceSchmalensee(1989)for reviewing profitability measuresandresults.
13Whenthe labourforce is specificto the industry, the relevant alternative wageto beconsideredat the

level of thefirm is thatof the industrythefirm belongsto. In theory, marginal productivity shouldbecon-
sideredasa measureof thecompetitive (alternative) wage.Sinceit is not observablehowever, we replaced
it by theapparentproductivity. It is to benotedhowever that this proxy couldberelatedto capitalintensity
of theindustrywhich is in turn,anothersourceof rentsthatcouldbeshiftedto thewagesÚ Ä . (SeeKatzand
Summers(1989)).
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Û Ü Ý Þ�ß�à á Ý Þ Û Þ â�à ã Ý Þ�ä å æ�ç è Þ é�ê æ�ç è Þ ë (7)

whereÛ Þ andì ç è Þ ß å í Þ î ïvÞ é representrespectively wageandlabourproductivity averaged

overall theindustriesof thesample,for agivencountry. Alternativewagesarefunctionof labour

productivity differentials,in additionto theaveragewage.

The theorywe develop in section2 is basedon a framework consistentwith homogeneous

productssold in eachmarketplaceð ñ ð¶ò
ó ôvõ õ õ ö�÷ . However, UNIDO datarely on ratherag-

gregateclassifications,bothin termsof thereportedindustriesandmarkets’ boundaries.Datais

observedatthe3-digit level (ISIC classification)andthreegroupof marketscanbedistinguished:

the domesticmarket, the Industrializedcountries’market ( ø ù ú , hereafter)andthe Developing

countries’one( ûyü ý , hereafter).This suggestsa potentialpresenceof productandspatialdif-

ferentiationwithin eachindustryor groupof marketsaggregate. We show in appendixA that

our wageequationis still consistentwith both goodsandspatialdifferentiationhypothesis.In

that casehowever, theparameterson themarket sharesshouldbehigherthanthe à onesfrom

equation5, wherewehaveassumedahomogeneousgoodandperfectlyintegratedmarkets’ con-

figuration. Thereasonis thata firm ù sellinga variety þ Þ ÿ Ý � facesa ’perceived’ demandwhich

is smallerthantotal demandfor thedifferentiatedgood þ (seeGerosky (1983))14. This enables

thisfirm to gainanadditionalmarketpoweronits product,thatshouldbecapturedby themarket

shares’parameters.

Accountingfor spatialandgoods’differentiation(appendixA), thenreplacingtherealprice

by its estimate(eq.6) andthealternativewageby its function(eq.7) in thewagerelation5, gives

thefollowing specificationto estimate:

Û Þ Ý ��ì Þ Ý � ß à �� Ý Þ � å � Þ ��Þ é Þ Ý � â à �� Ý � � 	 Ý � å � � � 	 � � � 	 é Þ Ý � â�à �� Ý 
��  Ý � å ��
��  ��
��  é Þ Ý �â�à á Ý Þ Û�Þ ñ õ ç�ì Þ Ý � â2à ã Ý Þ ä æ�ç è Þ Ý � ê æ�ç è Þ Ý � ë�ì Þ Ý � â���Þ â�� Þ Ý �
(8)

Without loss of generalityand for easeof exposition, we assumehereafterthat the con-

jectural variation � is zero (i.e: Cournot type behavior). The à � parametersin a context of

differentiationarethendefinedas:

à �� Ý Þ � ß � � Þ Ý � �vÞ � � Þ Þ �� �Þ��
14Perceivedequalstotal demandonly in caseof ahomogeneousgoods’market.
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and � � � �! " # $ % &(' ) *,+ �- . / 0 1 �32 4 5 1 6 5 / 0 1 7 5 / 0 18:9/ 0�;
Here,� � , 8 9/ standsfor themeanprice-elasticityof ’effective’ demand.In addition,anextra

parameter7 5 / . 1 , � �  <!= % � � * entersthe definition of the coefficients on domesticand foreign

market shares.As showedin appendixA, this parameteris anincreasingfunctionof thedegree

of differentiationandcould take on valuesbetween1 (homogeneousgoodsandperfectmarket

integrationcase)and >�?:@A B @ C D:E , � �F<! = % � � * (perfectproductandspatialdifferentiationcase).

Thus,the(

+ � )’s areexpectedto bealwayseithernull or positive, with valuesthatcouldbehigh

in caseof spatialor goods’differentiation15. Therefore,onecouldexpectthecoefficientsrelative

to foreign market sharesto be higher than that on domesticmarket share,assumingthat the

domesticmarket is perfectlyintegrated.Typically, asforeignmarket sharesusedasindependent

variablesarenot of a bilateralnature16, parameterestimatescould tendto be abnormallyhigh.

This issuewill be briefly tackled in the next section. However, the three

+ � parametersare

expectedto bepositive andsignificantif two conditionsarefilled:

1/whenincreasing’relevant’ marketsharesareassociatedwith rentscapturedby any or all of

theparametersrepresentingmarketpowerat theindustrylevel(8 ,G , 6 but alsothedifferentiation

indicator 7 ).
2/whentheserentsaresharedwith employees( 4IHKJ ).
However, if the

+ �/ parameterassociatedto a market ��<! = % " # $ % &(' ) * , is null thenthis

would beconsistentwith oneof thetwo hypothesisbelow:

1/ country = ’s export firms have nomarket power on thatmarket or

2/ unionshave no market power on thelabourmarket ableto shift therentsfrom exporting

to � .
Besides,in equation8 above,weaddedcountryfixedeffectsin orderto captureotherpoten-

tial componentsof thewagerelationthatarespecificto acountry. We indexedtheparametersto

beestimatedby L , becauseunions’market power ( 4 5 1 ) aswell asbilateralconcentration( 6 5 5 . 1 )
couldvary over time which causesin returnthe

+
’s to evolve in thesameway. However, Har-

rison (2001)finds little evidenceon the relationbetweenglobalizationandthe laboursharein

outputinducedby theevolution of theunions’power parameter. This suggeststhatbargaining

power did not evolve with globalizationvariables.Moreover, bilateralconcentrationshouldnot

vary a lot with opennessasforeign firms’ entry shouldsweepout from themarket thosefirms

thatarenot efficient andthus,thosethat would alreadyhave a small market share.Thesetwo

remarks,alongwith the assumptionthat 7 5 / 1 doesnot vary much in time, but mostly among

countries,leadus to specify the interactionbetween4 5 . 1 and 6 5 . 1 to take the following form,� � % ��<F = % " # $ % &(' ) * :
15In theory, the (M � )’s take zerovaluesin the absenceof unionsmarket power ( N 5 . 1PO!Q ) or in caseof

perfectcompetition(R S , T / tendsto infinity).
16Recallthatweconsiderthreemarketsrelative to thedomestic,andthewholeDevelopedandDeveloping

countries.
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U V W X Y�V Z W X [ V Z W X:\ U V Y�V Z [ V Z^]�_ V X
with
_ V X

following a normaldistribution with mean0 anda variancè�ab . Puttingtheabove

functioninto equation8, weendupwith thesamerelationto estimateexceptthatnow the(c�d )’s
donotvarywith timeandtheresidualexpressedas: e d V W X \ e V X ]�_ V X f g�V h V i V X ]�_ V X f gPj k l h j k l i V X ]_ V X f gPm�n b h m�n b i V X . This suggeststhat the relevant market shares’vectorsin thewageequation

wouldbecorrelatedwith theresidual,whichcouldbiastheestimates.In additionto thepossibil-

ity of correlationbetweentherelevantmarketsharesandtheresidualby theoreticalconstruction,

all theright handvariablescouldbeaffectedin returnby industrywages.In fact,averagewages

aswell asproductivity differentialscouldbeendogenousto industrywagesfor relatively obvi-

ousreasons.Besides,an increasein wagescould reducecompetitivity andthusbe negatively

relatedto bothdomesticandforeignmarket shares.We control for theseendogeneityproblems

by conductinghereafterGeneralMethodsof Moments(GMM) estimationmethods.

5 Econometric results

We classcountriesfirst into two groups,Developedand Developing countries,and run

econometricregressionsby group of countriesand industry. In a secondstep,we breakthe

developingcountriesgroupinto four subgroups:EastAsian,Asian,Latin Americanaswell as

Mediterraneancountries.Wedothisbecauseestimatesarenotcountry-specificin theeconomet-

ric model,while the theoreticalmodelindicatesthat they shouldbe. This is why we make first

theassumptionthatwithin industrializedcountries(resp.developingcountries),market powers

of bothunionsonthelabourandfirms’ on thecommoditymarketsareof similarmagnitude.We

thenrelaxthis assumptionby consideringthattheparametersarethesameamongsubgroupsof

developingcountries17.

As notedabove,thenatureof ourpanelsuggestsrunningregressionsonthewageequation8

that shouldcapturetime variancewithin eachcountry. We thereforeprovide Within estimates

(fixedeffects)18 in thetablesof resultshereafterandwhennecessary, Instrumentalvariables(IV)

andGeneralMethodsof Moments(GMM) on thatWithin relation.Giventhesimilarity between

IV-resultsandGMM-ones,wepreferredreportingthelattereachtime it wasconvenient.Wetest

for theexogeneityof bothexplanatoryvariablesaswell asinstruments,by runningsystematically

Durbin-Wu-HausmanandOver-identificationtests19. Whenthe p-valuerelative to DWH test

17We preferredan industry-typespecificationinsteadof a country-typespecificationbecausefrom the
pointof view of industrialeconomics,marketstructuresshouldbemuchmoreindustry-specificthancountry
specific(seefor instancetheintroductionchapterin Sutton(1991)).However, weaccountpartly for country
featuressincewe run regressionsby groupswith comparablecharacterestics.Besides,we useWithin-type
methodsthataccountsystematicallyfor permanentcountryheterogeneitycapturedby thefixedeffects.

18Theparametersof thefixedeffect equation8 suggestedby thetheoryareexactly thesameasthoseof a
Within equationwhereall thevariablesareexpressedin differencesto themeans,throughtheperiod.

19seeDavidsonandMacKinnon,1994for moredetailson thesetests.
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exceeds0.05, we do not reject the hypothesisthat the explanatoryvariablesareexogenousto

themodelandchoosetheWithin model. However, whentheDWH p-valueis lower than0.05,

we choosethe GMM modelandpresentestimateswherethe instrumentsaresuggestedto be

orthogonalto the residualallowing the equationto be over-identified(seep-valuesfrom over-

identificationtestresults).

Tables8 and9 report resultsfor the developedandthe developingcountriespanel. Some

commonobservationscouldbederivedfrom thesetwo tables.First,asit is expected,theindustry

averagewageandtheproductivity differentialvariableshave significantpositive effectson real

industrywageperemployeein mostof theindustriesfor thetwo groupsof countries.However,

noticethattheproductivity differentialeffectsareof similar magnitudewhereasthecoefficients

on theaveragewageareusuallyhigherin thedevelopingthanin industrializedcountries,even

whenaccountingfor standarderrorsof theestimates.Thus,thealternative wageconstitutedby

thesetwo variablesseemsto playagreaterrole in affectingindustrywagesin thelessdeveloped

than in rich countries. Besides,the p q coefficients on both foreign market shares’variables

(in absoluteterms),appearsystematicallyto be higher than thoseon domesticmarket shares

for all of the industriesin the two sub-panels.Following our theoreticalanalysis,this result is

consistentwith spatialdifferentiationwithin thetwo groupsof foreignmarkets.For illustration,

thetable5 reportsomedescriptivestatisticsamongwhichonecanobserve theverysmallmarket

shareof eachcountryin all theIndustrializedandDevelopingcountries’markets.However, for

mostof theexportingcountries,themarket thatcountsconstitutesasmallpartof thoseobserved

markets. Thus, the effectivemarket sharesfor extracting rentsshouldbe significantlybigger.

USA’sexportsfor instance,aremainlydirectedtowardCanadaandJapan,two sub-marketslying

in thewhole Ind market we refer to. This underestimationof themarket sharesrelative to each

country, is balancedby anoverestimationof the p qr s t u v and p�qr s w�x y correspondingparameters20.

Nevertheless,the p qz parametersrelative to domesticsharesaremainly between0 (nonsig-

nificant)and0.5,which is consistentwith our theoryaswell asotherstudiesthattry to evaluate

properlytheunions’market power parameter{ | (seefor instance,Abowd andLemieux(1993)

andAbowd andAllain (1996))21.

Note by the way, that somesmall minority of p q coefficients appearto be negative and

significantin thetwo tables.Thiscouldbedueto areversecausality:anincreasein wagesshould

hampercompetitiveness,leadingto a reductionin market shares.This resultis consistentwith

non-efficientbargainingpracticesbetweenunionsandemployersin thecorrespondingindustries.

In thatcase,unionsfirst determinewages,leaving employersdeterminingdomesticandforeign

salesin asecondstep.High fixedwagesmight thenleadto lesscompetitivenessoneachmarket.

However, we accountfor thesepotentialendogeneityproblemsby conductingDWH testsand

thenGMM methods.Accordingly, in this limited numberof industries,we mustinterpretthis

20seeappendixA.
21In fact, theseauthorsevaluatedthe ’revenueshifter’ } | to be around0.25and0.40on average.Then

it is not a strongassumptionto considerthat in an integratedmarket, suchasthedomesticone, ~ | is near
or a little above unity. Meanwhile,given that ����� | �K� andfor valuesof � aroundor above unity (See
GoldsteinandKhan (1985)),the ratio � �� � shouldbe slightly smallerthanunity. This would beconsistent

with our resultson � qz | .
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outcomeasa mismatchbetweenthetheoreticalframework we useandevidence.

However, specificfeaturesneedto behighlightedfrom eachgroupof countriesconsidered.

For instance,in table8 relative to developedcountries,the ��� parametersassociatedwith any

market sharevariablearein a largemajority of casespositive (around15 industries)or insignif-

icant (around10), which is consistentwith our theory. Moreover, in 10 industries(out of 29),

gainingmarket sharesin all of themarketsaffectswagespositively. This suggeststhatrentsac-

quiredfrom sellingon domestic,but also � � � and ��� � marketsin thecorrespondingindustries

aresystematicallysharedbetweenfirms andemployees. Besidesin this developedcountries’

panel,the significanceandsign of the coefficient � �� on the domesticmarket sharevariableis

extremelycorrelatedwith thaton market sharerelative to the � � � markets(� �� � � � � ). Oneexpla-

nationcompatiblewith our theoryis thatindustrymarket featuresdetectedby the ��� parameters,

throughprice-elasticities(� ) or implicitly firms conduct(� ), could be quite similar within rich

countries.This argumentis evenmoreconvincing whencomparingtheeffectswhenselling to

homeor industrializedmarketswith that of the developingmarkets: in Beverages,Footwear,

Iron andSteel,OtherChemicalsandWearingApparel,thereis a positive effect associatedwith

domesticand � � � gainsin market shareswhereasthe effect is not significantwhen gaining

sharesin �(� � markets. Oneof the reasonsis that in industrieslike Footwear, rich countries

facehigh competitionin developingcountries’marketsthatcouldbecaptured,for instance,by

high sensitivity of consumersto their prices( � ). On the opposite,in industrieslike Industrial

Chemicals,ElectricalMachineryandProfessionalandScientificInstruments,wherecompetition

among� � � marketsis usuallyhigherthanin �(� � markets,employeesgainfrom rentsthatseem

to beacquiredon developingcountries’markets.

Table9 presentsresultsrelative to the developingcountries’panel. We find only nine in-

dustrieswherewagesarepositively andsignificantlylinkedto relevantdomesticmarket shares.

Hence,in onethird of the developingcountries’industries,resultsareconsistentwith positive

rentsthataresharedwith employeesdueto an increasein domesticmarket shares.For therest

of theindustries,giventhepresumablylimited competitionin thecorrespondingmarketstheex-

planationsof suchanoutcomerely on thefactthatunionsdo not exist or have no market power

to shift rentsfrom an increasein domesticmarket shares.Besides,only in six (resp. 4) indus-

triesaretheeffectson relevantmarket sharesin � � � (resp. ��� � ) positive andsignificant.This

suggeststhatfirms from developingcountrieshave no or little market power in foreignmarkets

that enablesthemto extract rentsandthento sharethemwith their employees. Moreover, we

muststressthata negative andsignificantimpactof foreignsalesis observedin 7 industries.In

orderto betterinterprettheseoutcomes,we conductmoredisaggregatedanalysishereafter. We

breakthedevelopingcountries’sampleinto 4 sub-groups:Asia, EastAsia, Mediterraneanand

Latin America.

Fromtable10, we seethat in MediterraneanCountries,bothdomesticandforeignrelevant

market sharesareoftenassociatedwith positive andsignificanteffects.For instance,all signifi-

cantcoefficientson thedomesticmarket sharesarepositive (16 out of 29). Interestingly, asfar

asforeignmarket shareson OECDmarketsareconcerned,thesameoutcomeis observed in 12

industries.This is thecasefor Glass,Leather, OtherManufactured,Othernonmetallic,Pottery

andTextile productswhichareusuallyconsideredto betraditionalindustriesof specialization.
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In Latin Americahowever (seetable11),industrywagesappearoftento bepositively linked

to domesticrelevant market shares(in 16 industries)but an increasein foreign market shares

is not systematicallyassociatedwith higherwages.On OECDmarkets,andamongsignificant

parameters,six arepositive while two arenegative. On otherdeveloping countries’markets,

seven arepositive andfour arenegative. Hence,rentsgainedon thedomesticmarket canturn

into higherwages,whereasunionsfail to capturerentson foreignmarkets.Unionizedindustries

couldbelesscompetitive whensellingabroad.

In EastAsia and Asia (table 12), the coefficients on the domesticrelevant market share

appearto bepositive andsignificantfor lessthana third of theindustries.Comparedto otherre-

gions,rentsharingdoesnotseemto beoftenpracticedin Asiancountries.Moreover, thenumber

of industrieswherethe � �� � � �   andthe ���� � ¡�¢ £ arepositive andsignificantis very low (between

4 and6). Thesecountriesdo not usuallyseemto extract rentsfrom selling to foreign ¤ ¥ ¦ and§(¨ ©
markets. Moreover, in variousindustriesassumedto be industriesof specialization,the

estimatedparameteris negative. In EastAsia, this is the casefor Fabricatedmetalproducts,

Electricalmachinery, MachineryandPottery, Othernon metallic productsandIron andSteel.

Turning to Asia, the sameoutcomeis observed for Leatherproducts,Wood products,Textiles

andWearingApparel.Noteworthy, thecoefficientson averagewageareusuallyhigherin these

two samplesof countriesthanfor otherconsideredsamples.Thissuggeststhatwhatdrivesmost

Asianindustrywagesareeffectsthatcouldbemorerelevant to nationalcountriesfeaturesthan

effectsrelative to industries’ones.Then,if in the long term opennessis supposedto affect al-

ternativewagesby reasoningfrom ageneralandnotpartialequilibriumpointof view, onecould

considerthatlong termtrade’s effectcouldbecapturedby thisvariable.

6 Conclusion

Thispaperhasfocusedon rentsharingissuesconsecutive to openness.We askedwhetheropen-

ness,throughexporting,is a sourceof rentsfor an industrythataresharedbetweenits workers

andcapitalholders.In thatrespect,we aimedat consideringtheshortor mediumrun impactof

opennessinsteadof lookingatgeneralequilibriumeffectsfrom theStolper-Samuelsontype.

We have derived thentesteda theoreticalequation,basedon rent sharingtheories,linking

industrywagesto opennessvariables. The real wageequation,net from the alternative wage,

is shown to be a linear combinationof the domesticmarket shareand export market shares

weightedby the rate of salesto eachcountry. As the domesticmarket sharevariable is by

constructioninverselyrelatedto import penetration,the impactof opennesshasbeentackled

herethroughbothimport andexport typevariables.

Anotherfeatureof theequationis that it stressesexplicitly the interactionbetweenunions’

power on the labor market anddomesticfirms’ power on the domesticandeachof the export

markets,whenstudyingwages’responseto openness.

Wethenusedindustrialtradeandactivity datafrom two UNIDO databaseson65developed

anddevelopingcountriesto test this equation.We found, for developedcountries,that an in-

creasein exportaswell asdomesticmarket sharesis associatedwith growth in wagesin roughly
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half of the industries. Then, rentsto be capturedabroadalsomatter. We find similar results

for Mediterraneancountrieswhereboth domesticandforeign relevant market sharesareoften

associatedwith positive andsignificanteffects.

In Latin America,thingsareslightly differentasdomesticmarketsharesaremorepositively

linkedto wagesthanexportsare.Unlike domesticmarket shares,export onesdo not seemto be

a principalsourceof rentsto besharedwith workers,for theaveragefirm in Latin America.

The most striking resultshowever are relative to Asia and East-Asiagroups. Openness

variablesdo not seemto be relatedin generalto industrial wages. Either firms do not have

enoughpower on averageon thedomesticor export marketsto extract rents,or unionsin Asia

arenot strongenoughto shift a partof themto workers.

In sum,opennessthroughexportsandimports,is not systematicallyassociatedwith gains

andlossesof rentsrespectively. The outcomedependson the characteristicsof the industries,

thepower of unionsand/orgroupof countriesconsidered.
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A Robustnessof the SpecifiedEquation to differ entia-

tion

We follow Gerosky’s (1983)specificationof structure-conduct-performancein thepresence

of productdifferentiation. Goodsaredifferentiatedbecauseeachgood is assumedto have its

specificmarket. Put differently, every variety is uniqueas it is only partially comparableto

the others22. However, goodscould alsobe geographicallydifferentiated. For instance,in a

big region ¬ , wherelocal marketsaredistantfrom oneanother, demandaddressedto a firm in

a market, say ¯® , could have little if any effect on the perceived demandof firms’ selling in

anothermarketplace,±° . On theopposite,if markets ¯® and ±° arevery close,andthus,tend

to beintegratedinto oneoverall market ¬ , thenconsumers’total demandperceivedby eachfirm

in this region ¬ tendsto matchtotal supplyfrom thesefirms.

Hence,let ²±³´ µ ¶ ·¹¸»º ¼ ´ µ ¶�½¿¾ ´(À Á ¶ Â ÃÄ ¶ µ º ¼ ´ µ ¶ Â ½KÁ ¼ Â ÃÄ ¼ ² ¼ Â ´ Å be the total ’effective’ de-

mandfacedby firm Æ . The parameter¾ ´ canbe consideredeitheran indicatorof productor

spatialdifferentiationor a combinationof both. The value of ¾ ´ variesbetweenÇ (perfectly

differentiatedgoodor geographicallysegmentedmarkets)and È (perfectlyhomogeneousgood

or perfectlyintegratedmarketswithin ¬ ). Then,the Lernerindex for firm Æ is determinedby

thesamefunctionof thatexpressedfor thehomogeneousgoodandperfectlyintegratedmarket

equation2, exceptthatprice-elasticityÉ ³¼ ´ µ ¶ , conjecturalvariation Ê�³¼ ´ µ ¶ andthefirm Æ ’s market

shareË ³¼ ´ µ ¶ aredefinedin termsof ’effective’ quantities.Recallingthemarkupequationwethen

have: Ì ¼ ´ µ ¶¹ÍFÎPÏ µ ¼Ì ¼ ´ µ ¶ ¸ÑÐ Ò È ½�¾ ´ Ê ³¼ ´ µ ¶ Ó Ô Õ ³¼ ´ µ ¶ Ö × Ë ³¼ ´ µ ¶ (9)

with Ë ³¼ ´ µ ¶�¸ÙØ · Ú Û ÜÝ Ú Ý ÚÝPÞÚ Û Ü · ¸ Ë ¼ ´ µ ¶ Ý ÚÝPÞÚ Û Ü · representingtheeffective shareof firm Æ on region¬ . Notice that ’effective’ or ’perceived’ market shareis systematicallyhigher than observed

market share Ø · Ú Û ÜÝ:Ú which increasesthefirm’s Æ rentsatequilibrium.Following Martin’s (1993)

specification,let Ê:³¼ ´ µ ¶K¸ Ê�³´ , Õ ³¼ ´ µ ¶K¸ Õ ³´ . Note ß ¼ ´ µ ¶ ¸ Ý ÚÝPÞÚ Û Ü · . This parameterequals1

whengoodsareperfectlyhomogeneous(resp.perfectlyintegratedregion),andreachesà Ý:ÚØ · Ú Û Ü�á ,â ¬(ã¯ä å æ ¬ ç è whenthevarietythatis producedby firm Æ is perfectlydifferentiated(resp.perfect

market segmentation),(i.e: ¾ ´ ¸ Ç ). Thenequation4 becomes:Î ¼ µ ¶Ì ¼ µ ¶ ¸Ké ¼Fê Ð È ½�¾ ¼ Ê�³¼ ÖÕ ³¼ ß ¼ ¼ µ ¶ ë�ì ¼ ¼ Ë ¼ ¼ µ ¶¹½ é ¼�í ´ïî ê Ð È ½�¾ ´ Ê ³´ ÖÕ ³´ ß ¼ ´ µ ¶ ë�ì ¼ ´ Ë ¼ ´ µ ¶ ð�½ Î�Ï µ ¼Ì ¼ µ ¶
(10)

We addtheassumptionthat firms aresufficiently small in eachmarket ¬ . In that case,the

valueof À ¾ ´¯Á ¶ Â ÃÄ ¶ µ º ¼ ´ µ ¶ Â ½�¾ ´�Á ¼ Â ÃÄ ¼ ² ¼ Â ´ Å is sufficiently large,whichenablesusto consider

22seealsoGersoky (1998)who definesthe market in ’strategic’ terms. The main ideais that managers
think aboutconceiving aproductthatcreatesits own market.
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that ñ±òó ô õ ö�÷ ñ±òó ô õ øö , ù ú:û ú ü�ýFþ . Hence,ÿ � ó ô õ ÷ ÿ � ó ô õ ø ÷ ÿ � ó , ù ú:û ú ü^ý¯þ . Aggregatingat the

industrylevel leadsto thefollowing averagerealwageequation:� �� � ��� ü� ô � ��� � � 	�� � 
��ó ø � � � ü� ô � ó ø ��� ó ø 	 � ó ø 
 ��� ô �� � (11)

where � ü� ô � ��� � � ��� � ��
�� � � ò� � ÿ � �� ò�! 
and ù " ü�#� þ � ü� ô ó ø �$� � � � � ó ø � ��
�� ó � òó � ÿ ò� ó ø� òó ø  

Consideringthreemarkets" , with "�ý&% þ û ' ú ( û )+* , - , replacingtherealpriceby its estimate

(eq. 6) and the alternative wageby its function (eq. 7) in the wagerelation 11, corresponds

exactly to theequation8 we have estimated,exceptthatthe � ü parametersareexpressedin their

generalform. Indeed,the � ü parametersenclosetheconjecturalvariationparameter� andthe

differentiationindicator � , unlike what is presentedin the coreof the text wherewe assumed

Cournotbehavior for simplification(i.e: ��� �/. ),. However, this generalform specificationof

the � ü parametersleadsto thesameconclusionsof theCournottype: The � ü ’s areexpectedto

have null or positive values.This is why wepreferredto presentthemostsimplecase.
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Table3: Rankingof AverageIndustryAnnualChangesin

Country Wage/employee emp. prod tot. imports tot.exports Lab.pty Penet.rate World M.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

Germany, West. 11 46 24 22 35 11 39 53
Iceland 12 56 47 53 28 20 43 20
Cyprus 13 23 21 28 61 32 58 63

Mauritius 14 11 9 12 18 31 29 18
Germany 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 47 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
Sri Lanka 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 47 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 2 2 2
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Table4: Rankingof AverageIndustryAnnualChangesin (continued)

Country Wage/employee emp. prod tot. imports tot.exports Lab.pty Penet.rate World M.S.24

continuedfrompreviouspage

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 Salvador 58 15 58 32 58 66 24 59

Senegal 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. andTob. 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 wagesandmarket sharesvariablesfor 1994(crossindustry
meansandstandarderrors)

Country Wage/employee(US$) R.Dom.MS R. MS in Ind R. MS in 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 Salvador 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

Germany 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

Sri Lanka 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. andTob. 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= RelevantDomesticMarketShare;R.MSin 3 4 5 = RelevantMarket Sharein the 3 4 5 market
R.MSin 6�7 8 = RelevantMarketSharein the 6�7 8 market
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Table6: Estimationresultsat theindustrylevel for DevelopedCountries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth Obs9 :; < = 9 :> < ? @ A 9 :> < B C D 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

Fab.metalpcts. 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

Leatherproducts 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 0.598 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

Petroleumrefineries 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 0.427 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

Professional& 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

Totalmanufacturing 0.49*** 0.013*** 0.341*** 17.677*** 3.116 0.33 FE 184
0.034 0.002 0.048 1.42 2.928

Transportequipment 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 0.455 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at 1, 5 and10%
***,** and* significantrespectively at 1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
Market Sharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).
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Table7: Estimationresultsat theindustrylevel for Developing Countries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth ObsE FG H I E FJ H K L M E FJ H N�O P P-

value
P-
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

Fab.metalpcts. 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

Iron andsteel 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

Leatherproducts 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 9.4*** 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

Petroleumrefineries 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

Professional& 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

Rubberproducts 1.011*** 0.006*** -0.048 190.951*** -4.721 0.014 0.588 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

Total manufacturing 1.034*** 0.017*** -0.006 1.863 -2.141*** 0.003 0.377 GMM 450
0.02 0.004 0.031 3.356 0.831

Transportequipment 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at1, 5 and10%
***,** and* significantrespectively at1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
MarketSharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).

38



Table8: Estimationresultsat theindustrylevel for Mediterranean Countries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth ObsQ RS T U Q RV T W X Y Q RV T Z [ \ P-

value
P-
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

Fab.metalpcts. 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

Iron andsteel 1.159*** 0.012 0.016 -291.894 -3.503 0,896 FE 27
0.232 0.013 0.369 223.525 18.029

Leatherproducts 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

Petroleumrefineries -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

Professional& 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

Rubberproducts 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

Totalmanufacturing 1.122*** 0.007** 0.266*** 92.193*** 278.816*** 0,069 GMM 61
0.025 0.003 0.071 30.694 31.74

Transportequipment 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at 1, 5 and10%
***,** and* significantrespectively at 1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
Market Sharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).
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Table9: Estimationresultsat theindustrylevel for Latin American Countries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth Obs] ^_ ` a ] ^b ` c d e ] ^b ` f g h P-

value
P-
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

Fab.metalpcts. 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

Leatherproducts 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

Petroleumrefineries 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

Professional& 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

Rubberproducts 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 manufacturing 0.951*** 0.011*** 0.13*** 7.356*** -113.521** 0,107 FE 149
0.015 0.001 0.027 2.413 56.922

Transportequipment 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at1, 5 and10%
***,** and* significantrespectively at1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
MarketSharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).
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Table10: Estimationresultsat theindustrylevel for East Asian Countries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth Obsi jk l m i jn l o p q i jn l r s t P-

value
P-
value

Beverages 0.846*** 0.001 -0.296*** 61.793 -9.734 0,046 0,948 GMM 91
0.122 0.004 0.106 197.849 39.652

Fab.metalpcts. 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

Leatherproducts 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

Petroleumrefineries 0.181 0** 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

Professional& 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

Rubberproducts 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

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

Transportequipment 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at 1, 5 and10%
***,** and* significantrespectively at 1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
Market Sharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).
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Table11: Estimationresultsat theindustrylevel for Asian Countries
Industry Av. wage Pty. dif R.Domshare R.ShareInd R.ShareDev DWH Overid Meth Obsu vw x y u vz x { | } u vz x ~ � � P-

value
P-
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

Fab.metalpcts. 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

Leatherproducts 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

Professional& 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

Rubberproducts 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 manufacturing 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

Parameterestimatesarein Bold charactersandstandarderrorsin italics
***,** and* significantrespectively at1, 5 and10%
***,** and* significantrespectively at1, 5 and10%
Instrumentsusedin GMM: Av.Wage(t-1) and(t-2), App.Productivity (t-2) and(t-3),
MarketSharesin Domestic,DevelopingandIndustrializedmarkets(t-2) and(t-3),
Importsfrom andExportsto OECDanddevelopingcountries(t, t-1 andt-2).
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Table12: Thefour groupof consideredcountries
Group Relatedcountries

MediterraneanCountries Egypt,Morocco,Tunisia,Turkey, Cyprus,Malta
AsianCountries Bangladesh,Madagascar, India, Indonesia,Pakistan,

Sri Lanka,Nepal
Est(andSouth)AsianCountries Macaw, HongKong(China),Singapore,KoreanRe-

public,Malaysia,Thailand,Philippines
Latin Americancountries Bolivia, Chili, Colombia, Nicaragua, Argentina,

Costa Rica, Ecuador, Salvador, Guatemala,Hon-
duras,Mexico, Panama,Peru,Venezuela,Uruguay
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