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This Discussion Paper is issued within the framework of IZA’s research area �"��'&�&����$�
(��)*�Any�opinions expressed here are those of the author(s) and not those of the institute. 
Research disseminated by IZA may include views on policy, but the institute itself takes no 
institutional policy positions. 
 
The Institute for the Study of Labor (IZA) in Bonn is a local and virtual international research 
center and a place of communication between science, politics and business. IZA is an 
independent, nonprofit limited liability company (Gesellschaft mit beschränkter Haftung) 
supported by the Deutsche Post AG. The center is associated with the University of Bonn 
and offers a stimulating research environment through its research networks, research 
support, and visitors and doctoral programs. IZA engages in (i) original and internationally 
competitive research in all fields of labor economics, (ii) development of policy concepts, and 
(iii) dissemination of research results and concepts to the interested public. The current 
research program deals with (1) mobility and flexibility of labor markets, (2) 
internationalization of labor markets and European integration, (3) the welfare state and 
labor markets, (4) labor markets in transition, (5) the future of work, (6) project evaluation 
and (7) general labor economics. 
 
IZA Discussion Papers often represent preliminary work and are circulated to encourage 
discussion. Citation of such a paper should account for its provisional character. 
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We use matched firm-worker panel data from France and Norway to consider 
observationally equivalent alternatives to the hypothesis that firms share product market 
rents with their workers in the form of higher wages. After documenting the main stylized 
facts, we find that neither the main statistical explanations (group effect in residuals and 
measurement error) nor sectoral shocks seem to be responsible for the observed 
correlation. Statistical-economic explanations (endogeneity of profits, omitted variable biases 
in terms of individual productive characteristics) are slightly more successful, as 
instrumentation reduces the significance level in France to 89% (via an increase in the 
standard error of the estimate). The most complete model, with unobserved heterogeneity in 
both time-invariant firm compensation policy and time-invariant individual characteristics, 
instrumental variables and a complete set of controls for worker observables and sectoral 
shocks renders the coefficient insignificant for France and weakens its significance for 
Norway and the presence of a more mobile labor force in France, although it may also be 
due to insufficient degrees of freedom. 
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sur�wv dqg wkdw zrxog eh fdswxuhg e| d vhw ri lqgxvwu|/ |hdu dqg lqgxvwu|0|hdu lqglfdwru yduldeohv1 Rwkhuv

lqfoxgh lqfuhdvhg ghpdqg0vlgh frpshwlwlrq lq +srvvleo| vshfldol}hg, oderu pdunhwv/ jhqhudo htxloleulxp h�hfwv/

fkdqjlqj sd|uroo wd{hv/ hwf111
4<Xvlqj wkh LVLF uhylvlrq 6 frghv dw wkh 5 gljlw ohyho/ wklv lv wkh pdqxidfwxuh ri irrg surgxfwv dqg ehyhudjhv

+LVLF 48, vhfwru1
53Xvlqj wkh LVLF uhylvlrq 6 frghv dw wkh 5 gljlw ohyho/ wklv lv wkh uhf|folqj +LVLF 6:, vhfwru1
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54Vhh Pdujrolv +4<<6, iru ghwdlov1
55Lw vkrxog eh qrwhg wkdw dqdo|vhv ri uhqw0vkdulqj wkdw duh edvhg rq �up0vlgh gdwd gr suhflvho| wklv/

krzhyhu/ vlqfh wkh| w|slfdoo| odfn lqirupdwlrq rq wkh fkdudfwhulvwlfv ri wkh lqglylgxdov hpsor|hg e| wkh

gl�huhqw �upv1
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56Lq rxu fdvh/ zh frqvlghu wkh iroorzlqj lqglylgxdo revhuydeoh fkdudfwhulvwlfv= qxpehu ri |hduv ri hgxfdwlrq

dqg lwv vtxduh/ mre vhqlrulw| dqg lwv vtxduh/ dqg srwhqwldo oderu pdunhw h{shulhqfh/ lwv vtxduh/ fxeh dqg

irxuwk srzhu1 Qrwh wkdw wkh rqo| wlph0lqyduldqw lqglylgxdo fkdudfwhulvwlfv khuh duh wkh qxpehu ri |hduv ri

hgxfdwlrq dqg lwv vtxduh1
57Wklv lv d vlpsoh dssolfdwlrq ri wkh Iulvfk0Zdxjk+0Oryhoo, wkhruhp +vhh Juhhqh +4<<:, iru ghwdlov,1 Lq

wklv qrwdwlrq/ P^�` lv wkh pdwul{ wkdw surmhfwv rqwr wkh vsdfh ruwkrjrqdo wr wkh yhfwru lq wkh vxevfulsw1
58Derzg hw do1 +4<<<, �qg wkdw wklv lv lqghhg wkh fdvh iru Iudqfh ehwzhhq 4<:9 dqg 4<;</ xvlqj d vshfl�0

fdwlrq vlplodu wr wkh rqh zh zloo xvh lq vhfwlrq < ehorz1
59Dowkrxjk fhuwdlq frh�flhqwv lq prgho LY lq wdeohv 4d dqg 4e kdyh xqh{shfwhg vljqv/ lw lv zruwk uhfdoolqj

wkdw zh hvwlpdwh rxu prghov lq ohyhov/ dqg qrw lq orjv1 Wklv pdnhv rxu uhvxowv qrw gluhfwo| frpsdudeoh wr

wkrvh lq wkh pdmrulw| ri wkh hduqlqjv ghwhuplqdwlrq olwhudwxuh1
5:Lw vkrxog eh qrwhg wkdw vrph vwudqgv ri wkh olwhudwxuh/ qrwdeo| wkh frqwulexwlrqv ri Mrkq Derzg dqg

frdxwkruv +Derzg dqg Doodlq +4<<9, / Derzg dqg Ohplhx{ +4<<6, ,/ irfxv h{solflwo| rq wkh vkduh ri wkh
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txdvl0uhqw shu zrunhu +uhqwv zkhq doo idfwruv duh sulfhg dw wkhlu rssruwxqlw| frvwv, wkdw jrhv wr zrunhuv/

udwkhu wkdq wkh vkduh ri sur�wv shu zrunhu1 Wklv phdvxuh lv qrw vxemhfw wr wkh vwudljkwiruzdug vrxufh ri

hqgrjhqhlw| phqwlrqhg khuh/ dowkrxjk Derzg dqg Ohplhx{ +4<<6, pdnh d frqylqflqj fdvh iru txdvl0uhqwv

shu zrunhu ehlqj hqgrjhqrxv wr zdjh ghwhuplqdwlrq qhyhuwkhohvv1
5;Rqh fdq wklqn ri vdohv shu zrunhu/ frqglwlrqdo rq wkh vhfwru ehlqj fruuhfwo| lghqwl�hg/ uhsuhvhqwlqj d

phdvxuh ri wkh �up*v pdunhw srzhu1
5<Jrrovehh +4<<;, kdv udlvhg vrph grxewv derxw wkh ydolglw| ri rshudwlqj vxevlglhv/ zkhq lq wkh irup ri

U)G vxevlglhv/ dv dq lqvwuxphqw iru sur�wv zkhq frqvlghulqj wkh hduqlqjv ri vflhqwlvwv dqg hqjlqhhuv1 Zh

duh xqdeoh wr glvwlqjxlvk wkh w|sh ri rshudwlqj vxevlg| lq rxu gdwd/ dowkrxjk +e| wklv vwdjh, zh frqwuro

iru wlph0ydu|lqj lqgxvwu|0vshfl�f vkrfnv/ dqg lq wkh qh{w wzr vwhsv zh frqwuro iru �up dqg lqglylgxdo �{hg

h�hfwv1
63Wkh uhvxowv ri wkh �uvw vwhs lqvwuxphqwlqj htxdwlrqv duh jlyhq lq dsshqgl{ wdeoh 51 Lq erwk frxqwulhv

rxu �uvw0vwhs lqvwuxphqwlqj htxdwlrqv sdvv dq I0whvw iru wkh mrlqw vljql�fdqfh ri wkh lqvwuxphqwv dw wkh

3134( ohyho1 Whvwlqj wkh ydolglw| ri wkh lqvwuxphqwv e| lqfoxglqj wkhp lq wkh pdlq htxdwlrq dqg whvwlqj iru

vljql�fdqfh vxjjhvwv wkdw odjjhg vxevlglhv/ dw ohdvw/ lv d ydolg lqvwuxphqw iru Iudqfh +ehlqj lqvljql�fdqw dw

wkh 43( ohyho,/ zkloh frqwhpsrudqhrxv dqg odjjhg vdohv/ dqg frqwhpsrudqhrxv vxevlglhv duh ydolg h{foxvlrq

uhvwulfwlrqv iru Qruzd| +e| wkh vdph fulwhulrq,1
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dqg dyhudjh +ryhu doo revhuydwlrqv iru wkh lqglylgxdo, h{shulhqfh zlwk wkh vhw ri 55 lqgxvwu| lqglfdwruv/

dyhudjh �up vl}h/ dyhudjh vdohv dqg dyhudjh rshudwlqj vxevlglhv +doo ryhu wkh vhw ri |hduv ri gdwd dydlodeoh

iru wkh hpsor|hu,1 Irupdoo|/ wklv lv wkh nurqhfnhu surgxfw ri wkh 50glphqvlrqdo yhfwru ri �{hg lqglylgxdo

fkdudfwhulvwlfv dqg wkh 580glphqvlrqdo yhfwru ri �{hg �up fkdudfwhulvwlfv1

�b



tiT@h@|i*) _�t|�?}��t� qD uhL4 |�i |�4i��?�@h�@?| UL4TL?i?| Lu q�� 6�?@**)c @ ULhhiU|�L? E|L

ULhhiU|*) 4i@t�hi |�i ihhLh t�4 Lu t^�@hit @?_ |L @UUL�?| uLh |�i ihhLh _i}hiit Lu uhii_L4�

�t @*tL ?ii_i_ �? Lh_ih |L hiUL�ih @? it|�4@|i Lu |�i UL�@h�@?Ui 4@|h� Lu |�i it|�4@|i_

T@h@4i|iht��e

�L*�4? VWW Lu |@M*i 2 ThL��_it |�i hit�*|t Lu it|�4@|�?} |��t 4Lt| UL4T*�U@|i_c @?_

4Lt| i?UL4T@tt�?} tTiU��U@|�L?� W? |��t tTiU��U@|�L?c @** |�4i��?�@h�@?| tL�hUit Lu tT�h�L�t

ULhhi*@|�L? L? |�i �h4 @?_ �Lh!ih t�_i @hi i*�4�?@|i_c @?_ @ *@h}i t�@hi Lu |�i LMtih�@M*i

|�4i��@h)�?} U�@h@U|ih�t|�Ut @hi UL?|hL**i_ uLh @t �i**� 6�h|�ih4Lhic �i @hi t|�** �?t|h�4i?|�?}

ThL�|tc |L UL?|hL* uLh TLtt�M*i i?_L}i?i�|)� Wu |�ihi hi4@�?t @?) t�}?��U@?| hi*@|�L? Mi|�ii?

ThL�|t @?_ i@h?�?}tc �| U@? L?*) Mi _�i |L �_�Lt)?Uh@|�U ��U|�@|�L?t �? ThL�|t |�@| @hi _�hiU|*)

UL?�ih|i_ �?|L i@h?�?}t�

A��t @__�|�L?@* ULhhiU|�L? uLh U�@?}it �? |�i �?LMtih�i_ U�@h@U|ih�t|�Ut Lu �Lh! uLhUi

UL4TLt�|�L? tii4t |L Mi t��U�i?| |L hi_�Ui |�i ThL�|t Tih �Lh!ih |ih4 |L �?t�}?��U@?Ui

�? 6h@?Uic @?_ |L hi_�Ui �|t t�}?��U@?Ui *i�i* Mi*L� DI �? �Lh�@) E@*|�L�}� �| hi4@�?t

t�}?��U@?| @| |�i �fI *i�i*�� A�i TL�?| it|�4@|it Lu |�i ULi�U�i?|t L? ThL�|t u@** t*�}�|*)c

���*i |�i t|@?_@h_ ihhLh �?Uhi@tit� �?L|�ih t�}? Lu |�i �4TLh|@?Ui Lu �?LMtih�i_ �?_���_�@*

U�@h@U|ih�t|�Ut uLh |�i i T*@?@|�L? Lu i@h?�?}t �t |�i �?Uhi@ti Lu |�i i T*@?@|Lh) TL�ih Lu |�i

4L_i* M) SbI |�@| LUU�ht �? ML|� UL�?|h�it ��i? �?_���_�@* � i_ igiU|t @hi @__i_�

�?i U@? ?L|c |�ihiuLhic hi�iU| |�i �)TL|�it�t Lu @? @Mti?Ui Lu hi?| t�@h�?} �? 6h@?Uic

@*|�L�}� |��t u@�*�hi |L hi�iU| �t _h��i? *@h}i*) M) |�i _iUhi@ti_ ThiU�t�L? �? L�h it|�4@|i_

ULi�U�i?|� �? |�i L|�ih �@?_c |��t hi4@�?t |�i 4Lt| *�!i*) i T*@?@|�L? uLh �Lh�@)� �*|�L�}�

|�i it|�4@|i_ ULi�U�i?| L? ThL�|t @}@�? _hLTt M) �eIc �| hi4@�?t t�}?��U@?|*) hi*@|i_ |L

|�i *L} Lu hi@* u�** )i@h i^���@*i?| }hLtt i@h?�?}t� A�i i T*@?@|Lh) TL�ih Lu |�i 4L_i* �t

�?_ii_ �?Uhi@ti_ M) |�i @__�|�L? Lu �?LMtih�i_ �?_���_�@* �i|ihL}i?i�|) �? ML|� UL�?|h�itc

t�U� |�@| �i U@? i T*@�? hL�}�*) ef TihUi?| Lu |�i �@h�@?Ui �? i@h?�?}t �? 6h@?Ui @?_ DfI

�? �Lh�@)��D

67Vhh Derzg hw do1 +4<<<, iru ghwdlov1
68Lw vkrxog eh qrwhg khuh wkdw rxu hvwlpdwhv ri wkh prgho ghvfulehg lq : lqglfdwh d orzhu h{sodqdwru| srzhu

wkdq wkh prgho hvwlpdwhg e| Derzg hw do1 +4<<<, 1 Wkhlu htxlydohqw ri wkh froxpq YLL hvwlpdwlrq h{sodlqhg

::153( ri wkh yduldqfh lq orj uhdo ixoo |hdu htxlydohqw frpshqvdwlrq frvwv/ zkloh zh h{sodlq 6<163( ri wkh

yduldqfh lq orj uhdo ixoo |hdu htxlydohqw jurvv hduqlqjv1 Wkhuh duh vhyhudo srvvleoh vrxufhv ri wklv gl�huhqfh1

Iluvw/ zh frqvlghu wkh shulrg 4<;:04<<8 +4<<3 dqg 4<<4 h{foxghg,/ zkloh wkh| frqvlghu wkh shulrg 4<:904<;9

+4<;4 dqg 4<;6 h{foxghg,1 Dv qrwhg deryh/ vhfwru0ohyho froohfwlyh edujdlqlqj judgxdoo| ehfdph revrohwh ryhu

wkh 4<;3v/ dqg wkhvh froohfwlyh djuhhphqwv frxog kdyh ehhq yhu| lpsruwdqw ghwhuplqdqwv ri hduqlqjv1 Vhfrqg/

wkh| frqvlghu phq dqg zrphq +doehlw vhshudwho|,/ zkloh zh frqvlghu rqo| phq1 Wklv lv ehfdxvh ri wkh wklug
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Table 1A: Results from OLS Estimates, Without Profit Spline
Model I II III IV

France
Profits / Worker 1.339E-02 * 1.339E-02 * 1.237E-02 * 1.159E-02 *

(7.355E-04) (4.766E-03) (4.795E-03) (4.803E-03)

Years of Schooling -7.938E+00 *

(4.820E-01)

(Years of Schooling2)/100 5.204E+01 *

(2.244E+00)

Job Seniority -8.536E-01 *

(7.559E-02)

(Job Seniority2)/100 2.221E+00 *

(2.796E-01)

Potential Labor Market Experience 3.576E+00 *

(1.744E-01)

(Potential Labor Market Experience2)/100 -1.017E+01 *

(2.189E+00)

(Potential Labor Market Experience3)/1000 2.979E+00 *

(9.876E-01)

(Potential Labor Market Experience4)/10000 -4.454E-01 *

(1.423E-01)

R-Squared 0.0007 0.0007 0.0278 0.0737
Number of Obs. 504586 504586 504586 504586
Number of Groups (Enterprise-Years) - 124448 124448 124448



Table 1A: Results from OLS Estimates, Without Profit Spline (continued)
Model I II III IV

Norway
Profits / Worker 2.499E-02 * 2.499E-02 * 2.239E-02 * 2.146E-02 *

(4.713E-04) (7.364E-03) (6.436E-03) (5.922E-03)

Years of Schooling -2.115E+04 *

(1.47E+03)

(Years of Schooling2)/100 1.700E+05 *

(6.66E+03)

Job Seniority -2.547E+03 *

(3.09E+02)

(Job Seniority2)/100 6.873E+03 *

(8.53E+02)

Potential Labor Market Experience 6.574E+03 *

(4.91E+02)

(Potential Labor Market Experience2)/100 -8.382E+03 *

(2.96E+03)

(Potential Labor Market Experience3)/1000 -2.148E+03 *

(7.511E+02)

(Potential Labor Market Experience4)/10000 3.569E+02 *

(6.640E+01)

R-Squared 0.0027 0.0027 0.0758 0.2138
Number of Obs. 1041039 1041039 1041039 1041039
Number of Groups (Enterprise-Years) - 48148 48148 48148
Group Effects No Yes Yes Yes
Year Effects No No Yes Yes
Sector Effects No No Yes Yes
Year*Sector Effects No No Yes Yes

 manufacturing sectors (ISIC revision 3 codes). The French data cover 7 years (1987-1989 and 1992-1995) and the Norwegian

 data cover 8 years (1988-1995). Profit change splines are interacted with current profits.

Sources: DADS and SUSE Data for France, Industrial Statistics and Register Data for Norway.

Notes: Standard errors are in parentheses. Group effects estimations use the correction for common variance components

 within groups proposed by Greenwald (1983) and Moulton (1990). * Refers to a significant coefficient at the 95% confidence

 level, ° refers to a significant coefficient at the 90% confidence level. Both the French and Norwegian data cover all 23



Table 1B: Results from OLS Estimates, With Profit Spline
Model I II III IV

France
Profits / Worker 1.787E-02 * 1.787E-02 * 1.938E-02 * 1.927E-02 *

(1.225E-03) (5.326E-03) (4.552E-03) (4.359E-03)

(∆(Profits/Worker)-∆65)*1(∆>∆65) -1.780E-06 * -1.780E-06 ° -2.780E-06 * -3.080E-06 *

(3.300E-07) (1.020E-06) (8.690E-07) (8.560E-07)

(∆(Profits/Worker)-∆35)*1(∆<∆35) 1.140E-07  1.140E-07  1.640E-07  1.600E-07  

(9.060E-08) (6.370E-07) (6.120E-07) (6.050E-07)

Years of Schooling -7.931E+00 *

(4.818E-01)

(Years of Schooling2)/100 5.202E+01 *

(2.243E+00)

Job Seniority -8.553E-01 *

(7.554E-02)

(Job Seniority2)/100 2.219E+00 *

(2.795E-01)

Potential Labor Market Experience 3.576E+00 *

(1.745E-01)

(Potential Labor Market Experience2)/100 -1.015E+01 *

(2.189E+00)

(Potential Labor Market Experience3)/1000 2.975E+00 *

(9.877E-01)

(Potential Labor Market Experience4)/10000 -4.453E-01 *

(1.423E-01)

R-Squared 0.0007 0.0007 0.0279 0.0739
Number of Obs. 504586 504586 504586 504586
Number of Groups (Enterprise-Years) - 124448 124448 124448



Table 1B: Results from OLS Estimates, With Profit Spline (continued)
Model I II III IV

Norway
Profits / Worker 3.148E-02 * 3.148E-02 * 2.819E-02 * 2.035E-02 *

(5.378E-04) (8.258E-03) (7.003E-03) (5.888E-03)

(∆(Profits/Worker)-∆65)*1(∆>∆65) -1.110E-09 * -1.110E-09 * 1.630E-08 * -6.480E-10 *

(5.740E-11) (4.450E-10) (4.260E-09) (3.160E-10)

(∆(Profits/Worker)-∆35)*1(∆<∆35) 2.200E-08 * 2.200E-08  -9.720E-10 * 1.270E-08
(1.170E-09) (1.837E+03) (3.840E-10) (3.730E-09)

Years of Schooling -2.112E+04 *

(1.48E+03)

(Years of Schooling2)/100 1.698E+05 *

(6.69E+03)
Job Seniority -2.551E+03 *

(3.09E+02)

(Job Seniority2)/100 6.883E+03 *

(8.52E+02)
Potential Labor Market Experience 6.574E+03 *

(4.91E+02)

(Potential Labor Market Experience2)/100 -8.382E+03 *

(2.96E+03)

(Potential Labor Market Experience3)/1000 -2.148E+03 *

(7.511E+02)

(Potential Labor Market Experience4)/10000 3.569E+02 *

(6.640E-03)
R-Squared 0.0033 0.0033 0.0762 0.2140
Number of Obs. 1041039 1041039 1041039 1041039
Number of Groups (Enterprise-Years) - 48148 48148 48148
Group Effects No Yes Yes Yes
Year Effects No No Yes Yes
Sector Effects No No Yes Yes
Year*Sector Effects No No Yes Yes

 manufacturing sectors (ISIC revision 3 codes). The French data cover 7 years (1987-1989 and 1992-1995) and the Norwegian

 data cover 8 years (1988-1995). Profit change splines are interacted with current profits.

Sources: DADS and SUSE Data for France, Industrial Statistics and Register Data for Norway.

Notes: Standard errors are in parentheses. Group effects estimations use the correction for common variance components

 within groups proposed by Greenwald (1983) and Moulton (1990). * Refers to a significant coefficient at the 95% confidence

 level, ° refers to a significant coefficient at the 90% confidence level. Both the French and Norwegian data cover all 23



Table 2: Results from IV and Panel Estimates
Model V VI VII

France
Profits / Worker 1.765E-01  6.326E-02 * 6.104E-02  

(1.102E-01) (1.036E-03) (1.665E-01)

Years of Schooling -7.309E+00 * -6.898E+00 * -1.179E-01
(5.907E-01) (3.937E-01) (1.037E-01)

(Years of Schooling2)/100 4.909E+01 * 4.716E+01 * 2.218E+01 *

(2.765E+00) (1.682E+00) (8.032E-01)

Job Seniority -9.709E-01 * -1.240E+00 * 7.383E-01 *

(1.113E-01) (5.905E-02) (2.009E-01)

(Job Seniority2)/100 2.296E+00 * 2.677E+00 * -2.885E+00 *

(3.066E-01) (2.143E-01) (8.730E-01)

Potential Labor Market Experience 3.601E+00 * 3.216E+00 * 2.718E+00 *

(1.836E-01) (2.154E-01) (4.689E-01)

(Potential Labor Market Experience2)/100 -9.594E+00 * -5.248E+00 * -3.105E+00  

(2.311E+00) (2.166E+00) (5.281E+00)

(Potential Labor Market Experience3)/1000 2.672E+00 * 9.659E-01  4.243E-01  

(1.039E+00) (8.339E-01) (2.309E+00)

(Potential Labor Market Experience4)/10000 -4.062E-01 * -1.814E-01 ° -5.452E-02  

(1.486E-01) (1.073E-01) (3.245E-01)

R-Squared -0.0200 0.2325 0.3930
Number of Obs. 504586 504586 504586
Number of Groups (Enterprises or Enterprise-Years) 124448 47511 47511
Number of Individuals - - 171603



Table 2: Results from IV and Panel Estimates (continued)
Model V VI VII

Norway
Profits / Worker 2.714E-02 * 1.530E-02 * 1.316E-02 °

(7.113E-03) (6.360E-03) (7.574E-03)
Years of Schooling -2.109E+04 * 1.460E-07 * 1.680E-08 *

(6.844E+02) (9.430E-09) (3.740E-09)

(Years of Schooling2)/100 1.695E+05 * -3.160E-07  -3.750E-05
(3.131E+03) (4.330E-06) (2.040E-06)

Job Seniority -2.549E+03 * 1.617E+04 * 6.634E-02 *
(1.84E+02) (3.137E+02) (9.909E-04)  

(Job Seniority2)/100 6.835E+03 * -1.388E+05 * -1.333E+06 *
(5.47E+02) (2.459E+04) (5.94E+04)

Potential Labor Market Experience 6.516E+03 * 4.315E+01 * 5.448E+01 *
(2.93E+02) (6.426E+00) (1.82E+01)

(Potential Labor Market Experience2)/100 -8.056E+03 * 4.466E+05 * 5.862E+05 *
(1.83E+03) (4.231E+04) (9.20E+04)

(Potential Labor Market Experience3)/1000 -2.219E+03 * 2.066E+04  -2.663E+05 *
(4.71E+02) (2.817E+04) (4.93E+04)

(Potential Labor Market Experience4)/10000 3.623E+02 * 5.232E+02 * -2.301E+02 *
(4.211E+01) (6.937E+01) (1.130E+02)

R-Squared 0.2146 0.2912 0.4920
Number of Obs. 1041039 1041039 1041039
Number of Groups (Enterprises or Enterprise-Years) 48148 12345 12345
Number of Individuals - - 122153
Group Effects Yes - -
Year Effects Yes Yes Yes
Sector Effects Yes Yes Yes
Year*Sector Effects Yes Yes Yes

 with current profits.

Sources: DADS and SUSE Data for France, Industrial Statistics and Register Data for Norway.

Notes: Standard errors are in parentheses. Group effects estimations use the correction for common variance

 components within  groups proposed by Greenwald (1983) and Moulton (1990). * Refers to a significant coefficient

 at the 95% confidence level, ° refers to a significant coefficient at the 90% confidence level.  Both the French and

 Norwegian data cover all 23 manufacturing sectors (ISIC revision 3 codes). The French data cover 7 years

 (1987-1989 and 1992-1995) and the Norwegian data cover 8 years (1988-1995). Profit change splines are interacted



Appendix Table 1: Descriptive Statistics
Mean Std. Dev.

France
Real Full-Year Equivalent Earnings (1980 KF) 77.6712 80.6337
Profits / Worker (1980 KF) 13.8029 154.2769
(∆(Profits/Worker)-∆65)*1(∆>∆65) 13.3546 124.3388

(∆(Profits/Worker)-∆35)*1(∆<∆35) -9.1053 62.1448

Sales / Worker (1980 KF) 562.0781 821.8943
Operating Subsidies / Worker (1980 KF) 1.7744 26.7658
Years of Schooling 12.4420 1.7670

(Years of Schooling2)/100 1.5793 0.4114
Job Seniority 7.1818 7.9261

(Job Seniority2)/100 1.1440 2.0153
Potential Labor Market Experience 18.2438 9.8677

(Potential Labor Market Experience2)/100 4.3021 3.8295

(Potential Labor Market Experience3)/1000 11.5008 13.5948

(Potential Labor Market Experience4)/10000 33.1727 47.9684
Number of Obs. 504586

Norway
Real Full-Year Equivalent Earnings (1990 NOK) 2.579E+05 1.381E+05
Profits / Worker (1990 NOK) 1.187E+05 2.412E+05
(∆(Profits/Worker)-∆65)*1(∆>∆65) 1.351E+11 7.281E+12

(∆(Profits/Worker)-∆35)*1(∆<∆35) -1.324E+10 4.61E+11

Sales / Worker (1990 NOK) 1.140E+06 1.140E+06
Operating Subsidies / Worker (1990 NOK) 21.2497 137.0129
Years of Schooling 10.8700 2.3700

(Years of Schooling2)/100 1.1739 0.5035
Job Seniority 7.8900 5.6900

(Job Seniority2)/100 0.8960 1.5793
Potential Labor Market Experience 22.9000 13.3000

(Potential Labor Market Experience2)/100 6.9460 6.7046

(Potential Labor Market Experience3)/1000 24.3796 31.5069

(Potential Labor Market Experience4)/10000 93.1992 147.9623
Number of Obs. 1041039
Sources: DADS and SUSE Data for France, Industrial Statistics and Register Data  for

 Norway.

Notes: Profit change splines are interacted with current profits in the estimation.



Sales / Worker 4.181E-02 * 9.717E-02 *

(5.871E-04) (1.562E-04)

Lag(Sales / Worker) -2.469E-03 * -5.192E-03 *

(6.609E-04) (1.605E-04)

Operating Subsidies / Worker -1.105E-01 * -2.709E-01 *

(1.721E-02) (1.315E-02)

Lag(Operating Subsidies / Worker) -6.600E-02 * -6.115E-01 *

(1.629E-02) (1.245E-02)

Years of Schooling -2.791E+00 * -2.776E+03 *

(7.452E-01) (4.936E+02)

(Years of Schooling2)/100 1.251E+01 * 1.709E+04 *

(3.008E+00) (2.148E+03)

Job Seniority 7.482E-01 * 1.507E+03 *

(9.776E-02) (6.751E+01)

(Job Seniority2)/100 -1.161E+00 * -4.474E+03 *

(3.728E-01) (2.273E+00)

Potential Labor Market Experience 1.756E-01  2.911E+02  

(4.111E-01) (3.133E+02)

(Potential Labor Market Experience2)/100 -7.227E-01  -6.410E+03 *

(3.706E+00) (2.205E+03)

(Potential Labor Market Experience3)/1000 1.411E+00  2.033E+03 *

(1.445E+00) (6.055E+02)

(Potential Labor Market Experience4)/10000 -2.136E-01  -1.955E+02 *

(1.879E-01) (5.644E+01)

R-Squared 0.0972 0.5110
Number of Obs. 504586 1041039

Norway
First Stage IV Estimating Equations

Appendix Table 2

France

Sources: DADS and SUSE Data for France, Industrial Statistics and Register Data for Norway.

Notes: Standard errors are in parentheses. All models contain year effects, sector effects, the

 interaction of year and sector effects, and the set of Z variables described in section 8.

 * Refers to a significant coefficient at the 95% confidence level, ° refers to a significant

 coefficient at the 90% confidence level. Both the French and Norwegian data cover all 23

 manufacturing sectors (ISIC revision 3 codes). The French data cover 7 years, the Norwegian

 data cover 8 years.
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