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nomic significance, the decline in the wage share in Austria is most
strongly driven by a deterioration of bargaining power as captured by union
density and different measures of financialisation. However, the most relevant institutional variables differ considerably across countries, lending
support to our approach of country specific estimations.
Our findings have important policy implications. Rising inequality is not
an inevitable outcome of technological change. Tackling income inequality
requires a restructuring of the institutional framework in which bargaining
takes place and a levelled play-ground where the bargaining power of labour is more in balance with that of capital. The impact of globalisation is
likely to be significantly moderated or offset by stronger bargaining power
of labour via an improvement in union legislation, increasing the coverage
of collective bargaining, increasing the social wage via public goods and
social security and international labour standards embedded in a broader
strategy of global cooperation for high road labour market policies and
macroeconomic policy coordination. Each country would have to address
specific issues supporting the strongest positive drivers of the wage share
while mitigating factors that reduce workers’ bargaining power. Furthermore, our results suggest that a simple attempt to reduce income inequality through skill-upgrading will not work as skill-biased technological
change does not seem to be the most relevant factor determining the distribution between labour and capital.
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ables transformed to a mean of zero and a standard deviation of one. While the previous
method is intuitively straight forward, it can be misleading if variables do not exhibit a
trend (e.g. growth). In this case calculating standardised coefficients is more reliable.
The results confirm our findings for the first method.
See Guschanski and Onaran (2016b) for detailed results on a selected group of OECD
countries.

References
Alvaredo, F.; Atkinson, A. B.; Piketty, T.; Saez, E.; Zucman, G., The World Wealth and
Income Database (2015); online: http://www.wid.world.
Alvarez, I., Financialization, non-financial corporations and income inequality: the case of
France, in: Socio-Economic Review 13 (2015) 449-475.
Anderloni, L.; Bacchiocchi, E.; Vadone, D., Household financial vulnerability: an empirical
assessment, in: Research in Economics 66 (2012) 284-296.
Argitis, G.; Pitelis, C., Monetary Policy and the Distribution of Income: Evidence for the
United States and the United Kingdom, in: Journal of Post Keynesian Economics 23
(2001) 617-638.
Atkinson, A.; Piketty, T.; Saez, E.; Top incomes in the long run of history, in: Journal of Economic Literature 49/1 (2011) 3-71.
Barba, A.; Pivetti, M.; Rising household debt: Its causes and macroeconomic implications –
a long-period analysis, in: Cambridge Journal of Economics 33 (2009) 113-137.
Bassanini, A.; Manfredi, T., Capital’s Grabbing Hand? A Cross-country/Cross-industry
Analysis of the Decline of the Labour Share, in: OECD Social, Employment and Migration Working Papers 133 (2012).
Carey, D.; Tchilinguirian, H., Average Effective Tax Rates on Capital, Labour and Consumtion(= OECD Economics Department Working Paper 258, Paris 2000).
Choi, M., Threat Effect of Foreign Direct Investment on Labour Union Wage Premium
(= PERI Working Paper Series 27, Amherst, MA, 2001).
Dallery, T., Post-Keynesian theories of the firm under financialization, in: Review of Radical
Political Economics 41 (2009) 492-515.
Dreher, A., Does Globalization Affect Growth? Empirical Evidence from a New Index, in:
Applied Economics 38/10 (2006) 1091-1110.
Dreher, A.; Gaston, N.; Martens, P., Measuring Globalization – Gauging its Consequence
(New York 2008).
Driscoll, J.; Kraay, A., Consistent covariance matrix estimation with spatially dependent
data, in: The Review of Economics and Statistics 80/4 (1998) 549-560.
Dünhaupt, P., The effect of financialization on labor’s share of income (= Berlin School of
Economics and Law Working Paper Series, Berlin 2013).
Ebbinghaus, B.; Visser, J., The Societies of Europe – Trade Unions in Western Europe
since 1945 (London 2000).
European Commission, The labour income share in the European Union, in: European
Commission, Employment in Europe (Brüssel 2007) 237-272.
EU KLEMS, EU KLEMS Methodology (2007); online: http://www.euklems.net/data/
EUKLEMS_Growth_and_Productivity_Accounts_Part_I_Methodology.pdf.
European Commission, Understanding Labour Income Share Dynamics in Europe, in:
Economic Papers 379 (2009).
Grossman, G. M.; Rossi-Hansberg, E., Trading tasks: a simple theory of offshoring
(= NBER Working Paper, Washington, D. C., 2006).
Guschanski, A.; Onaran, Ö., The Political Economy of Income Distribution: Industry Level

586

