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Driscoll and Kraay (1998). Therefore, standard errors are fully robust with respect to serial 

correlation within countries, cross-sectional correlation over countries as well as general 

heteroscedasticity. Our main robustness controls are conducted with a first difference 

estimator. This has the additional advantage that potential non-stationarity concerns are taken 

care of given that all our variables are unambiguously stationary in first differences.
17

  

Since there is reason for concerns regarding the endogeneity and specifically reverse 

causality for our measures of globalisation, and because the effect of other variables will 

most likely be manifested with a time lag, all explanatory variables enter the equation with a 

lag. It would be preferable to employ a GMM estimator to tackle the issue of endogeneity as 

well as the dynamic nature of distribution. However, due to the limited number of cross 

sections in our single country estimations this estimation is not appropriate. It is, however, 

more feasible for our estimations for our total country pool. Nevertheless we need to conduct 

estimations applying the within and first difference estimator for the total country pool as 

well to guarantee comparability. With regards to endogeneity concerns we employ the second 

best approach by using lagged values of the explanatory variables (Wooldridge, 2002).      

In addition to the pool of all sectors, separate regression analysis will be performed 

for sector groups disaggregated as high skilled and low skilled sectors in manufacturing and 

services separately.  

In separate regressions we employ four alternative measures of the wage share for 

robustness check: i) the after tax wage share calculated as explained in the previous section; 

ii) compensation of employees as a ratio to value added, i.e. the wage share without the 

adjustment for self-employed workers; iii) wages and salaries as a ratio to value added. This 

is a measure of primary market distribution since it excludes all redistribution measures 

including social security contributions; iv) a sample without the outliers in which we drop all 

observations where the wage share exceed 1. 

We aim at using our variables at the most disaggregated level for which data are 

available. While our dependent variable is available at the two digit level of ISIC 4 

(International Standard Industrial Classification of All Economic Activities), most of our 

explanatory variables are available at the 1-digit level with the exception of total capital stock 
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 Furthermore, we conducted robustness tests where we include a constant for the first difference 

estimations, which is equivalent to including a trend in our level estimations. Our results are robust to the 

inclusion of a constant and the constant appears to be insignificant in most specifications.  


