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under inward investment” (OECD, 2016).
9
 We normalise the measure by the numbers of 

people engaged in the sector, which we consider to have advantage over other forms of 

normalization for two reasons: First, since we are interested in the effect of FDI on industrial 

relations, a normalisation by people engaged in the production process seems reasonable. 

Second, since FDI is measured as a stock it is preferable to normalise it by another stock 

variable and not a flow variable like value added or output.  

Our measure of migration is the stock of foreign labour by nationality taken from the 

OECD and we splice it with the growth rate of foreign population for the years for which data 

is not available (in line with IMF, 2007).
10

 We include it in our estimations as a ratio to total 

employment of the country.  

Finally, for robustness tests we use an aggregate index of economic globalisation 

supplied by Dreher (2006) and updated in Dreher, et al. (2008) which combines de facto data 

from trade flows, FDI stocks, Portfolio investment, income payments to foreign nationals 

with de jure measure of hidden import barriers, tariff rates, taxes on international trade and 

capital account restrictions.  

Our only measures for labour market institutions available at the sectoral level is 

union density supplied by Ebbinghaus and Visser (2000) and Visser (2015). Data is only 

available on a very aggregated level of sectoral classification and not available for each year. 

Therefore, we interpolated the series between available years and extrapolated data for 

service sectors using the growth rate of country-level union density. Similarly, we 

extrapolated manufacturing sectors using the growth rate of the total manufacturing union 

density or country-level union density when the latter series was not available. Due to the 

large amount of data created by extra- or interpolation we have reasons to doubt the 

reliability of this variable, although this is more relevant for earlier years before 1995 which 

are included only in a limited number of our estimations. However, it is important to note that 

such interpolation smooths the data and thereby diminishes its ability to capture short-time 

adjustment in bargaining variables in reaction to certain political or economic events. 

Nevertheless, we think the results are indicative and important as this paper is the first 

                                                 
9
 Given the asset/liability principle of the measure negative FDI positions can result “when the loans 

from the affiliate to its parent exceed the loans and equity capital given by the parent to the affiliate” (FDI 

Statistics explanatory paper, 2016). 
10

 Since data for foreign labour and population by nationality is not available for the US we use foreign 

labour and population differentiated by country of birth for the US only. 


