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ABSTRACT 

 

 The purpose of this study is to investigate the dominating country level influences on gender 

inequality in Europe. Using the gender wage gap as a proxy for gender inequality, this study tests 

the hypothesis of whether a country‟s domestic characteristics, such as Gross Domestic Product 

(GDP), labor structure, governance, and education, have a greater influence on the gender wage 

gap compared to global factors. To test this hypothesis, this study uses panel data for 35 

European and North American countries from 2000 to 2008.  

 The key findings of the econometric analysis are the following: (1) Foreign Direct 

Investment (FDI) increases the gender pay gap, but capital account openness reduces the wage 

gap. (2) Through FDI, foreign firms appear to be adopting domestic wage setting practices, 

where foreign firms with larger gender pay gaps are associated with lower gender pay gaps in 

domestic countries. (3) Female life expectancy is positively correlated.(4) Female tertiary school 

enrollment rates and union strength are negatively correlated with the gender pay gap. 

These findings indicate that the effects of globalization on domestic gender pay gaps are 

constrained by domestic labor institutions, such as union strength, work force demographics, and 

female human capital endowments. In order to reduce the persistent gender wage gap, 

governments must address these domestic labor market challenges. 
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INTRODUCTION 

 Over the past 25 years, women around the world have made significant strides in improving 

gender equality in the areas of health, education, economic status, and legal rights. 

Unfortunately, while these improvements are significant, large inequalities still remain between 

men and women, in both developed and developing countries (The World Bank, 2012). Women 

still face many challenges in accessing the same opportunities as men in labor markets, 

particularly in terms of income earning potential. The gender wage gap and issues of women in 

the labor market encompass a wide range of domestic policy issues, including social, economic, 

health, and political fields. Further, the increasingly globalized nature of societies and economies 

can be expected to affect the role of women in society. Both sets of these domestic and foreign 

influences can affect female access to employment and earning capacity. 

For most countries in Europe and North America, the gender wage gap has been highly 

persistent over the past two decades. Women made major strides in accessing employment and 

joining the workforce starting in the 1970s, however recent data and empirical research show 

that the decline in the gender pay gap has slowed and now stagnated (Blau and Kahn 2006). In 

the U.S. and Europe, more women than before are completing higher education, and in some 

countries graduation rates of women exceed those of men. Figure 1 graphically depicts the 

relationship between the average gender pay gap, female labor participation rate, and female 

tertiary school enrollment over a sample of 35 European and North American countries. Given 

increased female labor force participation and higher education enrollment, it is puzzling that the 

decline in the gap has stagnated.  
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Figure 1: Average Gender Pay Gap, Education and Labor Participation Rates 

  

 

Addressing this persistence in the gender pay gap is important for several reasons. First, the 

pay gap is a measure of gender equality, as it reflects women‟s economic status in a country.
a
 In 

addition, gender related employment gaps represent inefficiencies in the economy. The female 

labor participation rate has been found to be strongly correlated with economic growth (Klasen 

and Lammana 2008). Low female participation in the labor force reduces the talent pool, 

distorting the average ability of the workforce, and subsequently harming economic growth. 

Gaps in education, employment, and pay are all related, and gaps in one dimension generally 

lead to gaps in the others (Klasen and Lammana 2008).
b
 

Over the past decade, as the decline of the gender pay gap has stagnated, globalization 

increasingly changes the nature of domestic labor markets. These changes include potential 

increases in job opportunities, income, and access to capital, which could result in improved 

                                                 
a
 The World Economic Forum uses this measure in its annual Global Gender Gap Report. The gender wage gap is 

captured in the Gender Gap Index as a measure of women‟s economic participation and opportunity in a country 

(Hausman, Tyson, and Zahidi, 2011). 
b
 Klasen and Lammana performed a cross-country analysis of gender employment gaps and economic growth. 

Data Source: UNECE Statistical Database, World Bank World Development Indicators Database 
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labor access and earning capacity for women. However, if women have lower human capital 

endowments they may be excluded from these globalization benefits.  

This study attempts to evaluate central macro level factors that can explain the persistence of 

the gender wage gap, including both domestic indicators and globalization. The study uses a 

conceptual model that captures the effect of domestic human capital, political measures, and five 

different globalization measures on the gender pay gap, across 35 European and North American 

countries, over an 8-year period. First, the paper reviews the empirical literature on the effects of 

globalization on the gender wage gap, and then presents a central hypothesis and conceptual 

model. Finally, the results of an econometric analysis are presented, and followed by policy 

implications and conclusions. 

 

REVIEW OF THE LITERATURE 

The following section introduces the theoretical and practical literature on the global gender 

wage gap. 

The Gender Pay Gap in Europe 

Many empirical studies on the gender pay gap aim to decompose the wage gap and identify 

its true causes. A portion of the gender pay gap can be explained by gender specific 

characteristics, or observable differences. In a 2008 study of Europe, Sile O‟Dorchai identifies 

some of these key observable differences as marital status, home ownership, level of education, 

age, experience, occupation status, sector of economic activity, contract type, and firm size 

(O‟Dorchai 2008). O‟Dorchai found that the size of the explained vs. unexplained portions of the 
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gender wage gap vary considerably across Europe, indicating that specific country institutions 

drive the composition of the gap (O‟Dorchai 2008). 

A portion of the unexplained wage gap
c
 can be attributed to the influence of collective 

bargaining and existing wage structures - most notably, the wage inequality between high and 

low skilled wages. Oostendorp (2004), O‟Dorchai (2008), and Christofides et al. (2010) identify 

wage structure and the disproportionate representation of women in low skilled occupations as 

major contributors to domestic gender wage gaps. Christofides et al. review the occupation wage 

distribution in Europe and find that there are wide gender pay gaps at the tail ends of the wage 

distribution. The unexplained portion of the gender wage gap is wider at the top and bottom of 

the wage distribution (Christofides et al. 2010). Further, Blau and Kahn confirm that the wage 

distribution for women is lower than for men, and that a compressed male wage structure is 

correlated with a lower gender pay gap (Blau and Kahn 2003).  

In addition to domestic wage structures, the presence of unions and collective bargaining 

opportunities are negatively correlated with the gender wage gap (Oostendorp 2004, Blau and 

Kahn 2003, and Christofides et al. 2010). Oostendorp found that increased union density and 

wage setting institutions reduce the gender wage gap in richer countries (Oostendorp 2004). Blau 

and Kahn report that collective bargaining is negatively correlated with the gender pay gap, even 

when controlling for a number of other variables (Blau and Kahn 2003). The presence of 

collective bargaining through unions leads to higher wage floors, raising the relative pay of 

women (Blau and Kahn 2003). Christofides et al. also report that union membership has a 

                                                 
c
 The unexplained gender wage gap relates to the unobservable differences or non-gender specific differences. 
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negative relationship with the gender pay gap. However, unlike Blau and Kahn, they argue it 

affects the wage distribution at the center, not the bottom (Christofides et al. 2010).  

In decomposing the gender wage gap, the past studies confirm that domestic labor 

institutions and wage structures are responsible for a share of the unexplained portion of the 

wage gap. Specifically, large wage inequalities and female occupational segregation are related 

to the persistence in the wage gap, whereas, strong collective bargaining and unionism reduces 

the wage gap. For this reason, these domestic institutions have an important role in how 

globalization affects the gender pay gap. 

Trade Theory and Gender Discrimination in the Global Economy  

Existing literature on trade theory and global gender discrimination offers various arguments 

supporting and opposing the claim that globalization has a positive effect on female wages. In his 

2004 paper “Globalization and the Gender Wage Gap,” Remco Oostendorp outlines some of the 

theoretical arguments on both sides of the debate, focusing on how specific factors can sway 

economic trade theory in either direction. Oostendorp offers the following theories for why 

globalization should reduce the gender wage gap: 

 According to the Gary Becker‟s theory, discrimination in the market place is inefficient and 

adds to costs for employers. Globalization increases economic competitive pressures, forcing 

employers to reduce marginal costs and eliminate discriminating wages. 

 Depending on the trade industry and demand for low skilled female labor, trade can expand 

job opportunities and increase the number of women participating in the labor force for 

export-oriented industries, improving earning potential. 
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 Increases in trade spur economic growth, including investments in infrastructure and public 

services, and can lead to increases in household income. The increased economic 

development can reduce gender disparities in human capital and subsequently wages 

(Oostendorp, 2004). 

On the other side of the debate, Oostendorp provides the following theories on why globalization 

should increase the gender wage gap: 

 According to standard trade theory, trade adversely affects compensation paid to workers in 

the relatively scarce factors of production in the economy. In the case of developed countries 

where women have, on average, lower skills than men, women will be negatively affected by 

trade with developing countries where there is an abundance of low skilled workers. 

 Increased competition may reduce bargaining power of workers, especially women who 

work in low skilled occupations. 

 Depending on where trade is concentrated, increased globalization can lead to further 

occupational segregation, or other factors that may discourage women from pursuing careers 

and participating in the labor force (Oostendorp, 2004). 

Trade and the Effects on the Gender Wage Gap 

In the context of these theoretical arguments, there are several empirical analyses testing the 

effects of globalization on gender inequality. Many specifically test Becker‟s theory, as 

described above. None of the studies claims any absolute benefit or harm of globalization on the 

wage gap, but each provides nuanced results and emphasizes the effects of occupational 

segregation.  
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Due to the high representation of women in low skilled occupations, foreign direct 

investment (FDI) and trade are found to widen the gender pay gap. For instance, Berik et al. 

found this to be the case in their analysis of import ratios and the gender pay gap in Taiwan. 

They found that women in low pay jobs have limited bargaining power, and end up “bearing the 

brunt of employers‟ cost cutting efforts” in the face of increased global pressure (Berik et al. 

2004). Black and Brainerd confirm these results, but find that trade increases the gender pay gap 

less in concentrated industries relative to competitive industries (Black and Brainerd 2004). 

Oostendorp‟s global cross-country analysis is one of the few studies that finds a negative 

correlation of globalization and the gender pay gap. In his 2004 study, he concludes that 

increases in GDP reduces the occupational gender pay gap, and trade and FDI net inflows reduce 

the pay gap for high and low skilled occupations in high income countries, and low skilled 

occupations in low income countries (Oostendorp 2004). 

 

ANALYSIS STRATEGY AND APPROACH 

Against this background, the findings of the empirical literature are ambiguous about the 

relationship between globalization and the gender wage gap. In order to bridge this gap, this 

study uses new measures of globalization and gender inequality in 35 countries from 2000 to 

2008. In doing so, this study contributes to the empirical literature in the following ways. First, 

this study analyzes macro level human capital and political measures in conjunction with the 

effects of globalization. The majority of the studies on the topic generally assess the gender wage 

gap in relation to one specific explanatory variable. This study evaluates the effects of domestic 

country characteristics and global factors separately and combined. Second, this study uses the 
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gender pay gap in average hourly earnings as reported by the United Nations Economic 

Commission for Europe (UNECE), which has not been used in other studies measuring the 

effects of globalization on the pay gap. Third, the analysis uses five different globalization 

measures, two of which appear to have never been evaluated against domestic gender pay gaps. 

Similar to previous studies, this analysis looks at FDI and trade, but also the Kaopen Index and 

the gender pay gap of the primary FDI sending country. Using the gender pay gap of the foreign 

primary FDI sender, this study aims to assess the impact of multi-national corporations‟ 

(MNCs‟) practices and the possibility of exportation of differential wage setting practices. 

Hypothesis 

Based on empirical literature and recent policy trends, this study hypothesizes that domestic 

country characteristics are the primary determinants of the gender wage gap. Specifically, this 

study hypothesizes that domestic country characteristics are more determinative of the gender 

pay gap than most observable effects of globalization. 

While the empirical literature provides strong evidence on the effects of globalization, the 

findings are generally coupled with strong evidence that domestic labor structures and country 

specific factors drive how those globalization measures impact wages. Studies by Oostendorp, 

Black and Brainerd, and Berik et al. indicate that the effects of globalization are constrained by 

the occupational structure of domestic labor markets. Further, O‟Dorchai‟s research on the 25 

European Union (EU) member states demonstrates that even countries with a common labor and 

gender equality agenda have varying gender pay gap compositions (O‟Dorchai 2008). This 

finding emphasizes how the unique labor and economic environment of a country determines the 
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impact of national policy on the gender pay gap. This can potentially include national policy on 

openness to foreign capital inflows.  

The hypothesis does not preclude an effect of globalization on gender pay gap, but analyzes 

that effect in the context of country specific characteristics. The analysis will compare the effects 

of foreign and domestic influences, and attempt to analyze how those influences interact in the 

labor market. 

Conceptual Framework 

To explore the relationship of internal country characteristics and globalization on the gender 

pay gap, this study applies a cross-country analysis of the gender pay gap, from 2000 to 2008, for 

35 countries in Europe and North America. Appendix 1 provides a list of the countries. 

The internal country characteristics variables, listed in Table 1, capture education, health, 

labor, political, and economic factors.  

Table 1: Internal Country Variables 

Country Factor Variable  

Education Female Tertiary School Enrollment Rates 

Health Female Mortality Rates 

Health Female Life Expectancy 

Labor / Union Strength Youth Unemployment 

Labor Female Labor Participation Rate 

Political Voice & Accountability Index 

Political Women in Parliament 

Economic GDP 

  

Data Sources and Description 

The data for the analysis is from several different sources including: UNECE Gender 

Statistics Database, the World Bank World Development Indicators (WDI) Database, and the 

World Bank World Wide Governance (WWG) Database. Appendix 2 provides the data source 

Source: Own Illustration 
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for each variable. The following sections describe the data for the dependent and independent 

variables.  

Dependent Variable: Gender Wage Gap 

The data for the gender wage gap is from the UNECE‟s Statistical Database, Gender 

Statistics Database. The UNECE‟s Statistical Database provides data on a range of topics, 

including economic, political, and social indicators. The database was launched in 2003, but 

contains data going as far back as 1990. The database covers 56 countries in Europe and North 

America, but for this study, 21 countries were omitted due to incomplete data.  

For EU member countries, UNECE uses data from the Eurostat database, which is based on 

earnings data from the European Structure of Earnings Surveys and the European Community 

House Panel, the EU Statistics Income and Living Conditions, and other national sources. Data 

for non-EU countries is compiled from responses to UNECE questionnaires (UNECE 2012). 

UNECE defines the gender pay gap as “the difference between men‟s and women‟s average 

earnings from employment, shown as a percentage of men‟s average earnings” (UNECE 2012). 

This study specifically uses the gender pay gap in hourly wage rates. The data measures the 

difference in average hourly earnings independent of hours worked, type of activity, or 

occupation (UNECE 2012). The gender pay gap is reported as the difference between earnings as 

a percentage of men‟s average earnings. 

The average gender wage gap across all 35 countries ranges from 17.2% to 18.83% between 

2000 and 2008. Appendix 3 provides the descriptive statistics for each country.  



 

11 

 

Overall, there has been very little movement in the gender pay gap over the past 8 years. 

Figure 2 below displays some movement in the gender gap, but it is within a very small range. 

The pay gap is highly persistent.  

Figure 2: Gender Pay Gap across All Countries 

 

 

While the UNECE Statistical Database provides a complete data set for the 35 countries there 

is some limitation to the data. The data does not account for differences in wages due to 

occupation, education, or experience, that is, the portion of the gender pay gap explained by 

gender specific characteristics. Given that the scope of the analysis is both the explained and 

unexplained parts of the gender pay, this will not distort our results. Our analysis is targeted at 

macro level assessments, and will be limited in making micro level conclusions about the labor 

market and the wage gap.  
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Independent Variables: Globalization Measures  

The globalization measures are the primary independent variables in this study. These 

measures include FDI, trade, capital account openness (as measured by the Kaopen index), the 

gender pay gap of the primary sender of FDI, and finally the difference between the domestic 

gender pay gap and the gender pay gap of the primary sender of FDI.  

FDI and trade are measured by the percent of total GDP to normalize the measures across 

varying sized economies. The FDI measure captures the net inflows of FDI for each country in a 

given year. Trade is measured as the total of exports and imports in goods and services. These 

measures are extracted from the World Bank Development Indicators database. Appendix 4 

provides a summary of statistics for both variables. Across all countries, FDI and trade have 

increased over the past eight years, while the gender pay gap has remained relatively stagnant.  

Figure 3 below shows the mean FDI and trade for each year compared to the mean gender 

pay gap. The graph shows little to no correlation with FDI and trade. 

Figure 3: Average Gender Pay Gap, Trade, and FDI 

 
Data Source: UNECE, World Bank World Development Indicators, and Chinn- Ito Index 
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The third incorporated measure of globalization is the Kaopen Index, sometimes referred to 

as the Chinn Ito Index. The Kaopen Index measures openness in capital account transactions and 

is based on four categories of capital account restrictions. In order to measure the level of 

“openness” to cross border financial transactions, the index gives weight to the lack of 

restrictions as opposed to the presence of restrictions. A higher value represents higher levels of 

openness. The index captures the extent and intensity of capital controls (Chinn and Ito 2008).
d
 

Information about FDI and trade are captured in the index, as well as policy level information on 

how open a country is to globalization and capital flows. 

The last two globalization measures are very different from the previous measures. One is the 

gender pay gap of the foreign country sending the largest amount of FDI in a given year. The 

primary sender of FDI was identified using OECD data and domestic central bank data. The 

gender pay gap in average hourly earnings was pulled from the same UNECE database. Given 

limited information on the primary FDI sender, five countries were omitted, and several 

countries lack sufficient data for specific years. The last incorporated globalization measure is 

the difference in gender pay gaps between the domestic and foreign sender. The difference is 

calculated using the following formula:  

(domestic gender pay gapct - foreign gender pay gapct)    (1) 

These two measures give insight into how FDI transmits labor market practices. More 

specifically, the analysis asks the question: “Through FDI, are foreign firms exporting business 

practices, such as differentiated wages?” Figure 4 shows the mean gender pay gap, the mean 

                                                 
d
 The data for the index is pulled from the International Monetary Fund‟s (IMF) Annual Report on Exchange 

Arrangements and Exchange Restrictions (AREAER). The four categories are (1)the presence of multiple exchange 

rates, (2) restrictions on current account transactions, (3) restrictions on capital account transactions, and (4) 

requirements of the surrender of export proceeds (Chinn and Ito 2008).  
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gender pay gap for the primary FDI sender, and the mean difference in the gender pay gaps 

between the sending and receiving countries. 

Figure 4: Average Gender Pay Gap, FDIGPG, FDIGPGDIFF 

 

 

Estimation Strategy 

In order to evaluate these influences on the gender wage gap in the identified European and 

North American countries, a three-phased approach is used: (1) analysis with only globalization 

measures, (2) analysis with only internal characteristics, and then (3) analysis with a combination 

of relevant variables. The three-phased approach gives insights into how these factors affect the 

gender pay gap individually, and then the combined effect of globalization in the context of 

domestic factors.  

For the first phase, the baseline regressions are similar to Oostendorp‟s study of the ILO 

October Inquiry data. In order to isolate and understand the effects of globalization, the baseline 

regression is: 

GPGct = B0 + B1Log(GDP_PC) + B2GLOB + ect    (2) 

Data Source: UNECE, World Bank World Development Indicators, OECD, domestic central banks 
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where GPGct is the gender pay gap in average hourly earnings for a given country in a given 

year. GLOB represents one of the five globalization measures, described in the previous section. 

In order to replicate the Oostendorp‟s models using the UNECE data, GDP per capita is included 

in all regressions.  

In the second phase, the regression analysis uses only the internal country characteristics 

including: GDP per capita, female tertiary school enrollment, female primary school completion, 

female mortality, female life expectancy, youth unemployment (union strength), female labor 

participation, government, and voice and accountability. The baseline regression is: 

GPGct = B0 + B1Log(GDP_PC) + B2Education + B3Health+ B4Union + B5Female Labor 

Participation + B6Women in Parliament + B7Voice&Accountability + ect    (3) 

Finally, the third phase evaluates how these external and internal characteristics, together, 

affect the wage gap. The complete regression includes a globalization measure and all internal 

country characteristics:  

GPGct = B0 + B1Log(GDP_PC) + B2GLOB + B3Education + B4Health + B5Union + 

B6Female Labor Participation + B7Women in Parliament + B8Voice&Accountability + ect  (4) 

From this final phase, policy implications and conclusions are derived.  

Within the dependent variable data and the models, there are two major statistical issues. 

First, a Lagram Multiplier test and the Wooldridge test report auto correlation with the dependent 

variable. This is evidenced by the highly persistent and somewhat stagnant values of the gender 

pay gap. Second, a Modified Wald test reports the presence of heteroskedasticity in the error 

structure. The Driscoll Kraay corrects for the presence of heteroskedasticity and autocorrelation, 

and for residual cross sectional correlations (Driscoll and Kraay, 1995). Cross sectional 
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correlation, or spatial correlation, is common in macro level data where “countries or regions are 

likely to be subject to observable and unobservable common disturbances which will cause the 

residuals from one cross-section to be correlated with those of another” (Driscoll and Kraay, 

1995). Previous literature on regional wage and economic integration data in Europe has 

corrected for spatial dependence caused by production and trade linkages, as well as technology 

spillovers (Iara and Traistaru 2004). Further, while labor market institutions vary across the 

region, EU policies that are applied across all member states may cause some country level 

correlation across panels; in particular, recent gender equality agendas. While the Driscoll Kraay 

model corrects for the autocorrelation and heteroskedasticity, it functions best for time series 

data across a large time span, such as 20 to 25 years (Driscoll Kraay 1995). The short time frame 

of this study may affect the adjusted standard errors.  

 Along with issues of autocorrelation and heteroskedasticity, the data requires both fixed and 

time effects. As confirmed by the Hausman test, the fixed effects model corrects for country 

differences not captured in the model. The time fixed effect model is used to correct for the 

significant coefficients on years. A robust Wald statistic on the standard errors is used when 

running the time fixed effects models in order to adjust for the heteroskedasticity in errors. 

Unfortunately, the time fixed effects model does not correct for autocorrelation.  

 

REGRESSION RESULTS 

In this section, the results for each phase of the analysis are described. As mentioned in the 

estimation strategy, for each phase, two variations of a time series model are used: (1) time series 



 

17 

 

fixed effects regression with Driscoll Kraay standard errors, and (2) time series and fixed effects 

with robust standard errors. 

Phase 1: Gender Pay Gap and Globalization  

For the first phase of the analysis, the gender pay gap is regressed on the globalization 

measures. This phase uses the baseline regression with the Log GDP per capita and one of the 

five globalization measures. The results for phase 1 are reported below in Table 2. 

Table 2: Phase 2 Results 

 

Across all the models, GDP per capita has a narrowing effect on the gender wage gap; 

however, the size of the correlation varies considerably. The coefficient is only significant in the 

fixed effects-only models. In comparing the Driscoll Kraay models to the time fixed effects with 

Panel Regression with Driscoll Kraay or Robust Standard Errors- Globalization Variables

Dependent Variable: Gender Pay Gap

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

-4.4622*** -6.4687 -5.7264*** -6.3251 -1.9555 -5.2359 -0.8855* -6.0004 -0.1703* -3.0830

(1.5289) (4.3694) (1.8921) (4.2981) (1.5759) (4.4498) (3.9009) (7.3394) (3.3912) (5.6624)

0.0126*** 0.0084*

(0.0015) (0.0044)

0.0344** 0.0158

(0.0164) (0.0326)

-0.9589*** -0.9295**

(0.2135) (0.4473)

-0.0327*** -0.0588*

(0.0153) (0.0291)

0.1858*** 0.1860***

(0.0233) (0.0477)

Fixed Effect X X X X X X X X X X

Time Fixed Effect X X X X X

F 34.69 4.2900 4.92 3.5100 13.18 4.2900 5.7 3.1500 40.77 7.1100

Prob > F 0.0000 0.0007 0.0133 0.0029 0.0001 0.0007 0.0086 0.0085 0.0000 0.0000

Rsquared (Within) 5.82% 15.69% 6.43% 15.16% 9.64% 20.08% 0.63% 19.76% 21.65% 38.31%

No. of Obs 293 293 294 294 285 285 205 205 205 205

No. of Groups 35 35 35 35 34 34 28 28 28 28

*Significance level at 10%

**Significance level at 5%

***Significance level at 1%

The Fixed Effects only model are using the Driscoll Kraay Standard Errors

The Time Fixed Effects models are using the Robust Standard Errors

FDIGPGDIFF

LogGDP_PC

FDI

Trade

Kaopen

FDIGPG
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robust standard errors, there are a few differences in the results. For the globalization variables, 

the coefficients are not very different, whereas they are for the LogGDP_PC variable. The GDP 

per capita coefficients are much larger with the time fixed effects but they are not significant. 

Further, for all of the variables, and not just the GDP per capita, the standard errors are larger 

with the time fixed effects model. 

In the case of the Driscoll Kraay models, FDI and trade have positive correlations with the 

gender wage gap, whereas the Kaopen Index has a negative correlation. All three variables are 

statistically significant at the 5% or 1% confidence level. In all three measures of globalization, 

the magnitude of the correlation is relatively small. FDI and trade coefficients are both less than 

.04. The Kaopen Index has the largest coefficient at .9589 (with the Driscoll Kraay model). This 

is notable but might be driven by the short variable range of -1 to 3. With that said, the variable 

is highly significant and demonstrates a strong correlation between capital account openness and 

decreases in the gender pay gap. These results are in line with the Berik et al. and the Black and 

Brainerd‟s results where trade inflows are found to widen the gender pay gap due to downward 

pressure on wages in low skilled occupations. This widening effect is contrary to Oostendorp‟s 

findings that FDI reduces the gender pay in high income countries in low and high skilled 

occupations (Oostendorp 2004). 

It is difficult to reconcile the differences in the direction of correlation for these measures. 

The Kaopen Index encompasses both capital and current account restrictions, which includes 

restrictions on FDI and trade. There are two possible explanations for the differences in the trade 

and FDI coefficients compared to the Kaopen Index. First, the Kaopen Index measures capital 

account openness but not actual capital flows. Although there should be a relationship between 
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the policy and the inflows, it is possible that the effects of each are not parallel. Additionally, the 

Kaopen Index does not take into specific characteristics of economy such as size, labor supply, 

and production factors, whereas FDI and trade are driven by those economic factors of 

production; labor, capital, and technology.  

A second possible explanation is that the effects of globalization may vary in the short run in 

comparison to the long run. Certain empirical literature suggests that in advanced economies in 

Europe, FDI has temporal relationship with household income inequality. In their 2011 study, 

Dierk Herzer and Peter Nunnenkamp find that, in Europe, inward FDI has a positive correlation 

with average household income inequality in the short run, but in the long run reduces inequality 

(Herzer and Nunnenkamp 2011). Although income inequality is a different measure than wage 

inequality, it is related to the downward or upward pressure on wages. On the other side, Figini 

and Gorg find that the short term vs. long term effects hold true for inward FDI and overall wage 

inequality, but only in developing countries. In developed countries, inward FDI reduces wage 

inequality consistently over time (Figini and Gorg 2011). Given the limited time frame of the 

data in this study, it is difficult to compare the short and long term effects. 

The FDIGPG and FDIGPGDIFF globalization measures reveal the effects of the primary FDI 

sending country‟s gender wage gap on the domestic gender pay gap. The gender pay gap of the 

primary FDI sender shows a negative correlation with the gender pay gap in the domestic 

country. Although statistically significant, the correlation is relatively small (-.0327 in the DK 

model and -.0588 in the time fixed effects model). The negative correlation indicates that high 

gender pay gap in the foreign country may lead to a decrease in the gender pay gap in the host 

country. Foreign firms with high gender pay gaps may reduce the wage differentials when 
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investing in the receiving country. This result may indicate either that firms adapt to local 

conditions rather than export labor standards and practices; or that the spillover of foreign firm 

practices is limited as it relates to wage setting practices (Mosley and Uno 2007). 

The FDIGPGDIFF variable measures the difference in the gender pay gap between the 

receiving and sending country. Higher values of the FDIGPGDIFF are associated with higher 

domestic/ lower foreign gender pay gap, whereas lower values (especially negative values) are 

related to lower domestic/ higher foreign gaps. The coefficient is highly significant in both 

models, and shows a positive correlation with the gender pay gap. Large differences (where the 

domestic gender pay gap is higher) are related to increases in the gender pay gap. The data shows 

a clear relationship between the FDIGPGDIFF and the gender pay gap, as reflected in the scatter 

plot below in Figure 5. 

Figure 5: Gender Pay Gap and FDIGPGDIFF 

 

 

Both the coefficients on the gender pay gap of the primary sender of FDI and the difference 

between domestic and foreign gender pay gaps indicate the domestic gender pay gaps prevail 

over foreign gender pay gaps, and firms may be adapting to local conditions.  
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Data Source: UNECE, OECD, and domestic central banks 
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The type of FDI in the host country may explain these practices. The difference of effects of 

horizontal and vertical FDI may influence the direction of the correlation to the gender pay gap. 

Horizontal FDI strategies are market seeking, where MNCs substitute exporting with producing 

products closer to customers in foreign countries (Beugelsdijk et al. 2008). Vertical FDI centers 

on cost efficiency where MNCs outsource unskilled labor-intensive production activities to 

countries with an abundance of unskilled labor (Beugelsdijk et al. 2008). Theoretically, a large 

proportion of horizontal FDI may explain the coefficients on FDIGPG and FDIGPGDIFF. The 

nature of horizontal FDI requires MNCs to adopt host country practices, and in this case wage 

setting practices. These firms are also more constrained by the internal country characteristics, 

such labor supply, infrastructure, and union strength. 

Vertical FDI may affect the gender pay gap in cases where women are disproportionately 

represented in low skilled labor occupations. It is difficult to determine the direction of that 

influence. On one hand, it is possible that the increased investment in those sectors can improve 

women‟s position in the labor market, in terms of demand. However, firms may respond to 

increased competition with downward pressure on wages. Beugelsdijk et al. show that, while 

both horizontal and vertical FDI have a positive effect on economic growth for a developed 

country, horizontal FDI has a larger effect on the macro economic growth levels, as measured by 

change in GDP (Beugelsdijk et al. 2008)
e
. 

The FDIGPG and FDIGPGPDIFF variables attempt to give some insight into whether or not 

MNCs are transmitting labor standards and behaviors through FDI. Empirical literature on the 

                                                 
e
 Beugelsdijk et al. used U.S. Bureau of Economic Analysis data to evaluate the effects of horizontal and vertical 

FDI. Horizontal FDI is measured by the log of foreign affiliate sales to local markets, and vertical FDI is measured 

by the log of foreign affiliate sales back to the U.S. (Beugelsdijk et al. 2008). 
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effects of FDI on labor rights finds that FDI and regional competition improve labor rights for 

workers in developing countries; trade has a negative effect on labor rights (Mosley and Uno 

2007).
 f
 In this analysis, the adoption of domestic wage setting practices may indicate an 

improvement in female workers‟ wages, but it is not an absolute effect in the case where host 

countries have higher gender pay gaps. 

Overall, the results of phase 1 confirm the effect of globalization on the gender wage gap, but 

the direction of the effect appears to depend on the type of capital inflows.  

Phase 2: Gender Pay Gap and Domestic Factors 

Phase 2 analyzes how a country‟s macro level education, labor, economic, political, and 

health indicators relate to the gender pay gap. As with phase 1, the Driscoll Kraay and time fixed 

effects methods are used for each model. The results are presented below in Table 3. Many of the 

internal country human capital measures do not have a statistically significant relationship with 

the gender pay gap. The GDP per capita measure is negative, but not statistically significant in 

any of the models. The key statistically significant variables are the female primary school 

completion rate, female tertiary school enrollment rate, and youth unemployment (union 

strength). 

                                                 
f
 Mosley and Uno analyze the effects of globalization on labor standards in host countries. In their analysis, they find 

that FDI and regional competition improve labor standards while trade reduces them due to increased competitive 

pressure (Mosley and Uno 2007).  
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Table 3: Phase 2 Results 

 

Female tertiary school enrollment (FTSE) rates and female primary school completion 

(FPrimaryComp) rates measure levels of education for women in the labor force. Both variables 

have a negative correlation with the gender pay gap. In the full model (5 and 6), the female 

tertiary school enrollment coefficient is larger than in the other models. The coefficient is -.1060, 

(1) (2) (3) (4) (5) (6)

-2.0215 -2.4480 -2.6919 -2.4417 -1.3689 -0.0748

(1.6634) (5.8160) (1.7298) (5.9664) (2.0000) (6.0839)

-3.2860 -0.5808

(2.0746) (3.1378)

0.0163 -0.0103 0.0877 0.0991

(0.0458) (0.1275) (0.0921) (0.1423)

-0.1350 -0.1724

(0.1493) (0.1664)

1.1242 1.8877*

(0.9197) (0.9708)

-0.0631* -0.0817* -0.0653* -0.0783 -0.0520 -0.0897*

(0.0348) (0.0471) (0.0344) (0.0510) (0.0333) (0.0458)

-0.0680*** -0.0337 -0.0688*** -0.0287 0.1060*** -0.0725

(0.0100) (0.0710) (0.0088) (0.0707) (0.0341) (0.0562)

-0.1356** -0.1013 -0.1361** -0.0931 -0.1537** -0.0917

(0.0643) (0.1176) (0.0572) (0.1116) (0.0682) (0.1074)

-0.0468 -0.0189 -0.0206 0.0049

(0.0655) (0.0899) (0.0627) (0.1426)

Fixed Effect X X X X X X

Time Fixed Effect X X X

F 185.53 5.55 109.77 5.49 34.45 7.65

Prob > F 0.0000 0.0001 0.0000 0.0001 0.0000 0

Rsquared 0.1236 0.1916 0.1171 0.1882 0.1530 0.2201

No. of Obs 195 195 200 200 174 174

No. of Groups 30 30 30 30 30 30

*Significance level at 10%

**Significance level at 5%

***Significance level at 1%

The Fixed Effects only model are using the Driscoll Kraay Standard Errors

The Time Fixed Effects models are using the Robust Standard Errors

Panel Regression with Driscoll Kraay Standard Errors- Country Characteristic Variables

Dependent Variable: Gender Pay Gap

Parliament

(Empowerment)
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VA_Estimate

 (Political)

FMR

(Health)

FLPR

(Labor)

FLE

(Health)

FPrimaryComp

(Education)

FTSE

(Education)

yunemp

(Labor - Union)
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indicating that increases in tertiary school enrollment rates are related to decreases in the gender 

pay gap. This finding is in line with the empirical findings that improved human capital 

endowments lead to higher earnings potential and reduced gender wage gap (O‟Dorchai 2008 

and Klasen and Lammana 2008). It is important to note that increases in human capital reduce 

the explained portion of the gender wage gap, but not necessarily the unexplained wage gap. As 

O‟Dorchai argues, human capital and other observable characteristics can explain part of the 

gender wage gap, but there is also an unexplained portion that is attributed to discrimination and 

occupational segregation (O‟Dorchai 2008). Further, Evertsson et al. point out that women with 

higher levels of education do not experience more gender equality in wages within their 

occupations (Evertsson et al 2009).
g
 Figure 7 displays the relationship of all the data points for 

the gender pay gap and female tertiary school enrollment rates. While the data clusters reveal 

certain trends, overall the gender pay gap appears persistent. 

Figure 6: Gender Pay Gap and Female Tertiary School Enrollment 

 

                                                 
g
 Evertsson et al. findings are based on analysis comparing educational returns and the wage gap in Sweden, the 

United States, and the Netherlands. 
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Youth Unemployment is significant at the 5% level in the Driscoll Kraay standard errors 

model with a coefficient of -.1537. The results in this analysis are in line with the empirical 

literature findings that union membership and density are significantly and negatively correlated 

with the gender pay gap (Blau and Kahn 2003, Oostendorp 2004, and Christofides et al. 2010). 

In this analysis, youth unemployment is representative of the union density in a country. Strong 

unions protect the employment of older workers, often excluding younger generations from 

participating in the market, potentially increasing the youth unemployment rates.
h
 

Phase 3: Drivers of the Gender Pay Gap 

Most of the variables significant in phases 1 and 2 are significant in phase 3, with the same 

effect on the gender pay gap (with the exception of trade, which is no longer significant). The 

most notable difference is the size of the correlation of the female life expectancy variable. In the 

combined model, female life expectancy has the largest predicting power of the gender pay gap.  

 

 

 

 

 

 

 

 

 

                                                 
h
 The evidence and theoretical underpinnings for the youth unemployment variable can be found in Nickell 1997 or 

Lehman and Muravyev 2012. 
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Table 4: Phase 3 Results 

 

Panel Regression with Driscoll Kraay or Robust Standard Errors- Globalization Variables

Dependent Variable: Gender Pay Gap

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

-0.8761 -1.6502 -2.2850 -2.08314 1.6801 1.0201 -6.6847* -3.2509 -5.2304 -1.0987

(1.4856) (5.7858) (2.5356) (5.9296) (1.6910) (5.2911) (3.7877) (7.4935) (3.5005) (5.5940)

.0130*** 0.0117*

(0.0032) (0.0064)

0.0227196 0.002822

(0.0220) (0.0386)

-0.9744*** -0.9258**

(0.1977) (0.4310)

-0.0846*** -0.1436***

(0.0185) (0.0427)

0.2456*** 0.2425***

(0.0145) (0.0409)

-2.7610 0.7306 -3.3663 0.037035 -2.8084 0.9781 -4.0892 2.5845 -3.1970 2.0636

(2.6176) (2.5085) (2.2569) (2.5817) (2.4884) (2.8345) (2.5505) (3.0727) (1.9014) (2.3325)

0.1102 0.1284 0.1045 0.134572 0.1738 0.1998* 0.0324 0.0362 0.0621 0.0541

(0.0712) (0.1229) (0.0790) (0.1111) (0.0923) (0.1027) (0.0612) (0.1178) (0.0483) (0.0911)

-0.0466 -0.1164 0.0593 -0.12886 -0.0414069 -0.1022 0.0094 -0.0783 0.0241 -0.0425

(0.1214) (0.1373) (0.1162) (0.1405) (0.1515) (0.1318) (0.1134) 0.2249 (0.0811) (0.1479)

1.5484** 1.9887** 1.4244* 1.9967** 2.0706 2.5330** 2.0807*** 4.6144*** 1.6121*** 3.8505***

(0.6966) 0.9038 (0.7741) (0.8700) (0.8368) (0.9728) (0.4993) (1.1604) (0.3817) (1.0203)

-0.1087*** -0.0793 -0.0983*** -0.07348 -0.0967 -0.0671 -0.0713** -0.0092 -0.0474** 0.0008

0.0207 (0.0511) (0.0232) (0.0511) (0.0191) (0.0520) (0.0263) (0.0529) (0.0219) (0.0374)

-.1237** -0.0703 -.1407*** -0.0865 -0.1073461 -0.0394 -0.1217*** -0.0374 -0.1266*** -0.0410

0.0552 (0.0884) (0.0464) (0.0953) (0.0471) (0.0637) (0.0348) (0.1088) (0.0380) (0.0787)

-0.0007 0.0460 -0.0246 0.0216 -0.0256 0.0317 -0.0830 0.0344 -0.1074* 0.0059

(0.1018) (0.1237) (0.0895) (0.1202) (0.0946) (0.1089) (0.1083) (0.1697) (0.0580) 0.1217

Fixed Effect X X X X X X X X X X

Time Fixed Effect X X X X X

F 138.5 5.07 519.05 4.73 352.55 6.91 42.55 5.09 23.5600 13.79

Prob > F 0.0000 0.0000 0.0000 0.0001 0.0000 0.0000 0.0000 0.0001 0.0000 0

Rsquared 0.1327 0.2229 0.1298 0.2159 0.1801 0.2793 0.1178 0.3684 0.3864 0.5816

No. of Obs 228 228 228 228 224 224 162 162 162 162

No. of Groups 34 34 34 34 33 33 27 27 27 27

*Significance level at 10%

**Significance level at 5%

***Significance level at 1%

Please note Fprimarycomp was not included in any model as it drops the number of observations below 200

The Fixed Effects only model are using the Driscoll Kraay Standard Errors

The Time Fixed Effects models are using the Robust Standard Errors

FDIGPGDIFF

LogGDP_PC

FDI

Trade

Kaopen
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The positive female life expectancy correlation may be related to the impact of a female 

work force with a larger proportion of older workers. If we regress the female labor force 

participation rate on female life expectancy, there is a highly significant positive correlation. The 

FLE coefficient was 1.234, with a standard error of .108, significant at the 1% level. In this case, 

the positive female life expectancy correlation with the gender pay gap might be explained by 

the widening pay gap as age increases (Blau and Kahn 2000). For instance, the Council of EU 

for Social Policy finds that the gender pay gap across age groups for many European countries 

increases as workers age, specifically between 55-64 years of age (Council of EU 2010).  

A second possible explanation for the strong correlation may be due to the persistence in 

female life expectancy and the gender pay gap during the period of study. Figure 8 shows the 

consistent average for both variables.  

Figure 7: Average Gender Pay Gap and Female Life Expectancy 

 

 

FDI, Kaopen Index, FDIGPG, and FDIGPGDIFF are all highly significant. The significant 

coefficients on the female life expectancy, female tertiary school enrollment, and youth 

Data Source: UNECE, World Bank World Development Indicators 
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unemployment demonstrate that the effects of globalization are constrained by those domestic 

institutions and factors. For instance, the significant negative coefficient on youth unemployment 

potentially indicates that unions have a role in the way MNCs set wages in host countries. 

The results of the analysis show that while globalization and economic integration can impact the 

gender pay gap, the domestic labor structure and institutions drive persisting gender pay gaps. 

 

CONCLUSION 

Although women have made significant strides in improving gender equality, gender pay 

inequality persists and is subject to continuing public debate. At the same time, economic 

integration has shaped and exerted substantial impact on economic organization and systems. 

This raises the question of whether enhanced economic integration has affected gender inequity 

in labor market outcomes. By analyzing the gender wage gap from a sampling of 35 European 

and North American countries, this study captures how globalization affects the domestic gender 

wage gaps in the context of domestic country characteristics.  

The results of this analysis indicate that globalization, female life expectancy, female tertiary 

school enrollment rates, and domestic labor market institutions are major factors affecting the 

gender wage gap. While female tertiary school enrollment rates and the presence of labor unions 

reduce the wage gap, female life expectancy has a positive correlation. Further, capital account 

openness and the gender pay gap of primary FDI senders have a narrowing effect on the gender 

pay gap. However, inward FDI increases the wage gap. While the effects of globalization and 

FDI can vary depending on the type of investment, the impact to the gender pay gap is driven by 
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female human capital, the strength of unions, and domestic labor structures - most notably 

occupational distribution. 

Given the complexity and nuances of the global economy and domestic labor markets, there 

are opportunities for additional analysis to improve the robustness of the empirical literature on 

the topic. Introducing sector level, and firm level data will provide a more in depth 

understanding of where the effect of FDI on the gender wage gap is most impactful, especially as 

it relates to horizontal and vertical occupational segregation. Expanding the research may also 

improve the understanding of what corporate practice MNCs export into host countries. 

Secondly, capturing the effect of gender-related laws will strengthen the analysis of domestic 

factors and the constraints they place on FDI and trade. These laws should include minimum 

wage, maternity leave, quotas, subsidized childcare, and female quotas, among others. 

In order to address the current challenges in wage equality, policymakers can actively shape 

policy and legislation to address the persisting domestic factors that cause the gender pay gap 

and guide the effect of foreign capital flows on wages. Domestic policy should focus on creating 

new opportunities for women to break the traditions of occupational segregation.  

The relationship between domestic and foreign influences can significantly affect women‟s 

access to employment and their earning capacity.  Targeting policy institutions towards shaping 

the dynamics of the gender pay gap can be expected to break down barriers and bringing 

societies closer to equality.  
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APPENDICES 

Appendix 1: Countries 

 

  OECD EU 
Post-

Communist 
    EU 

Post-

Communist 

High Income 
    

Upper Middle Income 
  

Austria X X 
  

Bulgaria X X 

Belgium X X 
  

Latvia X X 

Canada X 
   

Lithuania X X 

Cyprus 
    

Romania X X 

Czech Republic X X X 
 

Azerbaijan 
 

X 

Denmark X X 
     

Estonia X X X 
 

Low Income 
  

Finland X X 
  

Kyrgyz Republic 
 

X 

France X X 
     

Germany X X 
     

Greece X X 
     

Hungary X X X 
    

Iceland X X 
     

Ireland X X 
     

Israel X 
      

Italy X X 
     

Luxembourg X X 
     

Malta 
 

X 
     

Netherlands X X 
     

Norway X 
      

Poland X X X 
    

Portugal X X 
     

Slovak 

Republic 
X X X 

    

Slovenia X X X 
    

Spain X X 
     

Sweden X X 
     

Switzerland X 
      

United 

Kingdom 
X X 

     

United States X 
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Appendix 2: Variable Definitions and Sources 

 

Dependent 

Variable 
Description / Definition Source 

GPG 

Gender Pay Gap in hourly wage rates refers to the gender gap in 

average hourly earnings. This indicator aims to capture the 

difference between men‟s and women‟s overall position in the labor 

market. It measures the difference between men‟s and women‟s 

wage rates independent of the number of hours worked the type of 

activity or the type of occupation.  

UNECE Statistical 

Database: Gender 

Statistics 

 

Independent 

Variable 
Description / Definition Source 

  

 

  

GDPPC 

GDP per capita is gross domestic product divided by midyear 

population. GDP is the sum of gross value added by all resident 

producers in the economy plus any product taxes and minus any 

subsidies not included in the value of the products. It is calculated 

without making deductions for depreciation of fabricated assets or 

for depletion and degradation of natural resources. Data are in 

constant U.S. dollars.  

World Bank World 

Development Indicators 

Database 

LogGDP_PC Natural log of GDP per capita measured in constant U.S. Dollars 

World Bank World 

Development Indicators 

Database 

FDI 

Foreign direct investment are the net inflows of investment to 

acquire a lasting management interest (10 percent or more of voting 

stock) in an enterprise operating in an economy other than that of 

the investor. It is the sum of equity capital, reinvestment of 

earnings, other long-term capital, and short-term capital as shown 

in the balance of payments. This series shows net inflows (new 

investment inflows less disinvestment) in the reporting economy 

from foreign investors, and is divided by GDP. 

World Bank World 

Development Indicators 

Database 

Trade 
Trade is the sum of exports and imports of goods and services 

measured as a share of gross domestic product.  

World Bank World 

Development Indicators 

Database 

Kaopen Index 

The Chinn-Ito index (KAOPEN) is an index measuring a country's 

degree of capital account openness. KAOPEN is based on the 

binary dummy variables that codify the tabulation of restrictions on 

cross-border financial transactions reported in the IMF's Annual 

Report on Exchange Arrangements and Exchange Restrictions 

(AREAER). 

Chinn- Ito Index 
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FDIGPG 
The gender pay gap of the foreign country sending the largest 

amount of FDI to the domestic country 

OECD Stat.Extracts 

Domestic Central Banks 

UNECE 

FDIGPGDIFF 
The difference between the domestic gender pay gap and the gender 

pay of gap of the largest sender of FDI. 
Calculated variable 

FTSE 

School enrollment, tertiary, female (% gross). Gross enrollment 

ratio is the ratio of total enrollment, regardless of age, to the 

population of the age group that officially corresponds to the level 

of education shown. Tertiary education, whether or not to an 

advanced research qualification, normally requires, as a minimum 

condition of admission, the successful completion of education at 

the secondary level 

World Bank World 

Development Indicators 

Database 

FMR 

Mortality rate, adult, female (per 1,000 female adults). Adult 

mortality rate is the probability of dying between the ages of 15 and 

60--that is, the probability of a 15-year-old dying before reaching 

age 60, if subject to current age-specific mortality rates between 

those ages.  

World Bank World 

Development Indicators 

Database 

FLE 

Life expectancy at birth, female (years). Life expectancy at birth 

indicates the number of years a newborn infant would live if 

prevailing patterns of mortality at the time of its birth were to stay 

the same throughout its life.  

World Bank World 

Development Indicators 

Database 

YUNEMP Youth unemployment refers to the share of the labor force ages 15-

24 without work but available for and seeking employment. 

Definitions of labor force and unemployment differ by country.  

World Bank World 

Development Indicators 

Database 

FLPR 

Labor force participation rate is the proportion of the population 

ages 15 and older that is economically active: all people who 

supply labor for the production of goods and services during a 

specified period.  

World Bank World 

Development Indicators 

Database 

VA_Estimate 

Estimate of governance (ranges from approximately -2.5 (weak) to 

2.5 (strong) governance performance). Captures perceptions of the 

extent to which a country's citizens are able to participate in 

selecting their government, as well as freedom of expression, 

freedom of association, and a 

free media. 

World Bank World Wide 

Governance Indicators 

Database 

PARLIAMENT Women in parliaments are the percentage of parliamentary seats in 

a single or lower chamber held by women. 

World Bank World 

Development Indicators 

Database 

FPRIMARYCOMP 

Primary completion rate is the percentage of students completing 

the last year of primary school. It is calculated by taking the total 

number of students in the last grade of primary school, minus the 

number of repeaters in that grade, divided by the total number of 

children of official graduation age.  

World Bank World 

Development Indicators 

Database 
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Appendix 3: Gender Pay Gap by Country 

 

Mean, Standard Deviation, Min, and Max of GPG 
 

   
Mean SD Min Max 

Austria 21.19 3.71 17.00 25.50 

Azerbaijan 52.60 4.25 45.80 56.30 

Belgium 9.37 2.49 6.00 13.00 

Bulgaria 16.30 3.72 12.40 22.00 

Canada 17.31 1.33 16.00 19.40 

Cyprus 24.28 1.69 21.60 26.00 

Czech Republic 21.24 2.67 19.00 26.20 

Denmark 17.04 1.22 15.00 18.00 

Estonia 25.84 2.83 24.00 30.90 

Finland 19.48 1.47 17.00 21.30 

France 14.17 2.53 12.00 19.20 

Germany 22.32 0.87 21.00 23.20 

Greece 16.02 5.05 9.00 22.00 

Hungary 15.80 3.36 11.00 21.00 

Iceland 29.86 3.24 24.50 35.10 

Ireland 14.90 3.70 9.00 19.00 

Israel 17.60 1.79 15.80 21.30 

Italy 6.06 1.56 4.40 9.00 

Kyrgyz Republic 34.54 1.92 32.40 37.50 

Latvia 15.77 1.85 13.40 20.00 

Lithuania 17.19 2.18 15.00 21.60 

Luxembourg 14.07 1.96 10.70 17.00 

Malta 6.67 2.63 4.00 11.00 

Netherlands 20.09 2.18 18.00 23.60 

Norway 16.32 0.57 15.70 17.20 

Poland 11.43 0.83 10.40 12.10 

Portugal 8.32 1.40 5.00 10.00 

Romania 14.06 3.81 7.80 18.00 

Slovak Republic 23.70 1.84 20.90 27.00 

Slovenia 8.87 1.60 7.00 12.00 

Spain 16.79 2.28 13.00 21.00 

Sweden 17.06 0.79 16.00 18.00 

Switzerland 19.45 1.22 18.40 21.00 

United Kingdom 21.31 2.27 16.00 24.30 

United States 13.91 1.51 12.60 16.70 
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Appendix 4: Descriptive Statistics of FDI, Trade, and Kaopen Index 

 

Mean, Standard Deviation, Min, and Max of FDI as % of GDP 

Year Mean SD Min Max 

 2000 21.93 74.00 -0.17 437.79 

 2001 17.86 74.21 0.33 436.67 

 2002 19.44 88.15 -10.16 524.88 

 2003 13.79 51.83 0.56 307.92 

 2004 10.98 39.66 -5.93 234.95 

 2005 14.29 51.22 -15.03 305.77 

 2006 15.53 50.91 -2.78 305.22 

 2007 19.56 63.31 -14.37 377.62 

 2008 10.68 29.49 -6.20 171.66 

 * Averages were calculated based on total sum of 35 country wage gaps for each year 

 

Mean, Standard Deviation, Min, and Max of Trade as % of GDP 

Year Mean SD Min Max 

2000 101.23 50.06 25.95 278.99 

2001 99.65 48.77 23.71 275.63 

2002 96.71 45.47 22.98 261.72 

2003 95.45 43.45 23.32 250.20 

2004 100.51 46.94 25.22 280.48 

2005 102.79 47.87 26.49 286.09 

2006 109.37 51.93 27.83 308.93 

2007 110.72 53.38 28.85 319.55 

2008 112.11 53.37 30.76 324.33 
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Mean, Standard Deviation, Min, and Max of Kaopen Index 

Year Mean SD Min Max 

2000 1.40 1.45 -1.15 2.48 

2001 1.48 1.43 -1.15 2.48 

2002 1.64 1.28 -1.15 2.48 

2003 1.77 1.11 -1.15 2.48 

2004 1.91 0.98 -1.15 2.48 

2005 2.01 0.91 -1.15 2.48 

2006 2.13 0.79 -1.15 2.48 

2007 2.18 0.78 -1.15 2.48 

2008 2.17 0.82 -1.15 2.48 
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