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on and in particular offshoring, and the technological change effect is less, 
although for the unskilled labor the effect of globalization is much smaller 
than the effect of technological change. Another interesting finding is that 
in small European countries, the effects of offshoring and trade prices are 
much larger than in large countries, and the contribution of immigration is 
the smallest, and even smaller than the effect of offshoring in these coun-
tries. This is an important difference, since the IMF report indeed makes 
an effort to underscore the importance of globalization by focusing on the 
finding indicating a much larger negative effect of immigration than the 
other components of globalization, namely trade and offshoring. However 
this is not the case in the small economies according to the findings in the 
same report. Also in small European countries the effect of globalization 
in total is as large as the effect of technology.

In this paper first we estimate the effects on employment and wages, 
and then combining the effects on both wages and employment we calcu-
late the cumulative effects on the functional income distribution, i. e. the 
wage share. The estimations are made for a panel of sectors, which are 
subject to trade or FDI flows. The effects are separately estimated for low 
and high skilled sectors, industry vs. services, and blue vs. white collar 
workers.  

Section 2 discusses the data and methodological issues. Section 3 
presents the stylized facts of globalization and labor market outcomes in 
Austria. Section 4 and 5 present the estimation results about the effects 
of FDI and trade on employment, wages, and the wage share. Section 6 
concludes.

2. Data, estimation methodology and specification 
of the equations 

The empirical analysis is based on the panel data of the sub-sectors of 
industry and services. In order to account for different impacts on skilled 
vs. less skilled labor, separate estimations are made for low vs. high skilled 
sector groups and for white-collar vs. blue-collar workers.4  

Regarding the trade effects we use exports and imports of the sector, 
but to avoid multicollinearity problems we first estimate the import effects 
alone. Since the origin or destination of trade, whether it is a low wage or 
high wage country with similar factor composition may affect the direc-
tion of the impact, we differentiate imports from developed countries (high 
wage countries), the CEECs and South Eastern Europe (the East from 
now on),5 and the rest of the world (primarily other low wage countries). 
Next regarding imports it is important to distinguish whether they are in-
termediate inputs or final consumption goods. Therefore we additionally 
distinguish intermediate vs. final good imports from different origins. Inter-


