Table A.4

Determinants of the estimated workers’ bargaining power, dependent variable ln(—iﬂ&)
Jsp

Variables n* 2)° 3)° @* (5)° (6)" (7* (8)’ 9)’ (10)°
0.412°7 0.406° 0.419°
1995-1
995-1998 (0.0861) (0.089) (0.095)
~0.368"  -0.375"" ~0.409""
1999-2003 (0.112) (0.112) (0.118)
0.145 0.141 0.131 0.163
Medium-sized
edrm-size (0.106) (0.105) (0.107) (0.107)
e 0.024 0.021 0.001 0.066
& (0.109) (0.109) (0.111) (0.109)
— 20.019 20.018 20.004 20.012 20,011 20.005
(0.026) (0.026) (0.028) (0.026) (0.026) (0.026)
0.731 0.838 1.021 0.989 0.593 0.899 0.885 0.989 0.529 0.632
lag(EXPFIRM) (0.855) (0.886) (0.909) (0.911) (0.887) (0.899) (0.898) (0.879) (0.850) (0.868)
2163
lag(IMPORT
ag(IMPORT) (0.868)
3.061° 2,516 2,586 54617 3.101° 3.261" 20.707 1764 1.088
lag(IMPNORTH
ag( ORTH) (1.469) (1.683) (1.742) (1.447) (1.893) (1.905) (1.773) (1.655) (1.668)
20.458 20.024 ~0.161 ~3.150" ~0.960 ~1.060 -1.803 6268  -6.166"
lag(IMPSOUTH) (1.398) (1.547) (1.619) (1.652) (1.843) (1.860) (1.858) (2.252) (2.467)
710.446 77752 ~7.554 7.964 “11.431 ~9.749 29.962 ~3.896 ~12.008 ~11.926
lag(R&DRATIO
ag( ) (7.720) (7.480) (8.802) (9.136) (7.796) (10.101) (10.159) (7.909) (10.275) (10.720)
0.245"%
lag(PM
ag(PMR) (0.065)
1675
lag(UNIONDENS) (1.310)
8277
lag(UNEMPRATE
ag( ) (2.826)
12.321°
REPLRATE (4.418)
0.3737
lag(CAPIT
ag(C ) (0.138)
HERE 0.9827 1.377 1.426° 1.014 1.532 1.537 1.216 1.852 1.932
(0.686) (0.804) (0.848) (0.906) (0.988) (0.937) (0.735) (1.242) (1.224)
Sector dummies YES YES YES YES YES YES YES YES YES YES
Adj. R2 0.560 0.561 0.534 0.527 0.511 0.501 0.499 0.553 0.472 0.462
#0bs. 160 160 160 160 160 160 160 160 160 160

The dependent variable (ln(l—ffL) is taken from the Part I estimation. Standard errors are reported in parentheses,
sp

they have been corrected to account for the generated regressand problem following Lewis and Linzer (2005) and
clustered at the sector-period level. ***Significant at 1%; **Significant at 5%; *Significant at 10%.

¢ 3-year lags used.

b 5-year lags used except for EXPFIRM.
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Table A.5

Weighted® mean and quartile values of the reduced-form coefficients B
Exporters, non-exporters and total sample

YEAR AND FIRM FIXED EFFECTS

159 ssp estimates® Bisp | Yisp
Exporters

SSp mean 0.210 (0.077) 0.827 (0.993)
ssp Q1 0.157 0.194
ssp median 0.202 0.757
ssp (U3 0.252 1.390
Non-exporters

SSp mean 0.203 (0.075) 0.774 (0.838)
ssp Q1 0.155 0.170
ssp median 0.194 0.681
ssp (U3 0.231 1.162
Total sample

SSp mean 0.206 (0.069) 0.790 (0.606)
ssp (1 0.171 0.219
ssp median 0.197 0.726
ssp (U3 0.227 1.230

¢ Each estimate is weighted by the inverse of the sampling variance.

b o«

ssp” denotes sector-size-period.
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Appendix B: 1992 Single Market Program

In order to address the endogeneity issue related to the trade variables, some
empirical studies (e.g. Botasso and Sembenelli, 2001; Griffith, 2001) have used
a criterion suggested by the European Commission. Sectors were grouped ac-
cording to the level of non-tariff barriers that the 1992 Single Market Program
(SMP) was expected to reduce. Based on this criterion, sectors were classi-
fied as having a high, moderate or low sensitivity to the SMP (Buigues et al.,
1990). Out of 120 NACE three-digit manufacturing sectors, 14 were classified as
highly sensitive and 26 as moderately sensitive to the SMP. There is one major
difficulty in applying such a strategy here. In order to identify the structural
parameters of interest, the mark-up and bargaining power, the level of aggrega-
tion is two-digit and, for a given two-digit sector, the corresponding three-digit
components generally fall in different sensitivity categories.

However, even though the match is far from perfect, the two-digit sectors were
tentatively classified according to their sensitivity level, as displayed in Table
B.1. Sectors are ranked based on the changes in the IM PNORTH ratio in
column 2. Column 3 reports the apparent break in the series based on Graph
B.1, i.e. the year where imports from developed countries have accelerated. The
average increase in IM PNORT H, which is reported in Table A.3 in Appendix
A, is entirely explained by 9 out of the 20 sectors, 7 of which saw an acceler-
ation in IMPNORTH just after the completion of the SMP. Moreover, the
sensitivity to the SMP reported in the fourth column of Table B.1 indicates that
there is a fairly clear relation between the increase in imports from developed
countries and the expected sensitivity to the SMP. This is reassuring because
this means that the trade ratio seems to capture reasonably well the major
structural reforms that took place at the beginning of the period under study.

23



Table B.1

Changes in imports from developed countries and sensitivity to the 1992 Single Market Program

Change in Apparent break in the Tentative
Sector IMPNORTH IMPNORTH series two-digit sensitivity Comments
between 1988-2000 based on Griffith (2001)
32 +0.22 1993 high
Shipbuilding, Railway and tramway are classified as
35 +0.21 1995 high/medium highly sensitive, while aerospace equipment falls in the medium category.
The latter explains most of the increase in import penetration.
. Specialised chemical and pharmaceutical products had
24 +0.15 1993 high/low had high NT Bs and account for more of the increase in IM PNORT H.
31 +0.14 1994 medium
27 +0.12 19887 low Most of the increase seems to be due to the surprising 1988 trough in the series.
34 +0.11 gradual medium
19 —+0.09 1994 medium/low
33 +0.08 1994 high
29 +0.06 1994 medium/high
18 +0.03 medium/low
15 +0.02 low
36 +0.02 high
28 +0.01 low
26 +0.01 low
22 +0.00 low
25 -0.00 low
17 -0.01 low
30 -0.01 high Foreign competition based on the import ratio was already intense before the SMP.
21 -0.02 low
20 -0.03 low
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Graph B.1

Share of UK imports from developed countries in sectoral demand,
two-digit manufacturing sectors, OECD database
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Graph 1
Price-cost margins for large UK manufacturing sectors (description in A.1 in Appendix A)
1970-2003, STAN database
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Table 1
Summary statistics

Variables 1990-2003
Mean Sd. Q1 Qs

Real firm output growth rate Aq 0.014 0.166 -0.081 0.107
Labour growth rate An 0.003  0.129 -0.061 0.062
Capital growth rate Ak 0.006  0.178 -0.090 0.088
Intermediate inputs growth rate Am 0.029  0.189 -0.084 0.138
Share of labour in nominal output ay 0.287  0.130 0.192 0.369
Share of intermediate inputs in nominal output ap; 0.656  0.137  0.567 0.752
Solow residual SR® 0.0008 0.079 -0.037 0.037
Aq — Ak 0.007  0.219 -0.116 0.137
(an + ap — 1) (An — Ak) 0.0002 0.019 -0.005 0.005

Number of observations: 60579.
@SR =Aq—anAn — apyAm — (1 — ay — an)Ak.
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Table 2

Sector analysis: Estimated sector-level mark-up /i; and workers’ bargaining power éﬁj, FE and GMM results

YEAR AND FIRM FIXED EFFECTS GMM
Obs. ~ . ~ - 7, ~ - ~ 5 7,
Code (IFirms) B; = # o ¢; = %WL, B; = ﬁ o ¢; = % Sargan  ml m2
15 3893 (787) 0.195"** (0.008)  1.242*** (0.012) 0.670"** (0.120) 0.401*** (0.043) | 0.198*** (0.032) 1.247*** (0.050) 0.350 (0.441) 0.259 (0.242) 0.153 0.000 0.189
17 1957 (377) 0.178"** (0.010)  1.216™"* (0.014) 1.137*** (0.165) 0.532*** (0.036) | 0.211*** (0.037) 1.267"** (0.059) 1.679*"* (0.543) 0.627*** (0.076) 0.547 0.000 0.025
18 834 (192) 0.111%* (0.012) 1.124*** (0.015) 0.420* (0.254)  0.206*** (0.126) | 0.134*** (0.027) 1.155%** (0.036) 0.022 (0.711) 0.022 (0.681) 0.999  0.000 0.233
19 432 (74) 0.103*** (0.019)  1.115"** (0.023) 0.238 (0.371) 0.192 (0.242) 0.101*** (0.036) 1.112*** (0.045) 1.272* (0.680)  0.560*** (0.132) | 1.000  0.000 0.309
20 948 (213) 0.1457* (0.016)  1.170*** (0.022) 0.597** (0.268)  0.374*** (0.105) | 0.076™** (0.021) 1.082*** (0.246) -0.302 (1.840)  -0.433 (3.777) 1.000  0.000 0.415
21 1565 (306) 0.197*** (0.013)  1.246*** (0.019) 0.841*** (0.145) 0.457*** (0.043) | 0.213*** (0.037) 1.271"** (0.060) 1.155""* (0.274) 0.536™** (0.059) 0.487 0.000 0.498
22 4824 (1120) | 0.187*** (0.007)  1.230*** (0.011)  0.244*** (0.075) 0.196*** (0.048) | 0.191*** (0.035) 1.236*** (0.053) 0.316 (0.287) 0.240 (0.166) 0.117  0.000 0.079
24 4061 (781) | 0.2357** (0.009) 1.308*** (0.015) 0.821*** (0.104) 0.451*** (0.031) | 0.209*** (0.038) 1.264*** (0.051) 1.171** (0.460)  0.539*** (0.098) | 0.030  0.000 0.187
25 3194 (612) | 0.2007** (0.009) 1.250*** (0.014) 0.455*** (0.107) 0.313*** (0.050) | 0.212*** (0.034) 1.269*** (0.055) 0.066 (0.358) 0.062 (0.315) 0.245  0.000 0.125
26 1607 (305) | 0.236*** (0.016) 1.300%** (0.027) 0.978*** (0.174)  0.494*** (0.044) | 0.253*** (0.056) 1.339*** (0.100) 0.552 (0.476) 0.356* (0.198) 0.502  0.000 0.672
27 1779 (337) | 0.186™** (0.011) 1.320%** (0.017)  0.733*** (0.192)  0.423"** (0.064) | 0.210*** (0.033) 1.266*** (0.053) 1.385™* (0.566)  0.581*** (0.100) | 0.373  0.000 0.213
28 5061 (1115) 0.190*** (0.007)  1.235%** (0.011)  0.442*** (0.109) 0.306™** (0.053) | 0.175*** (0.034) 1.212*** (0.050) -0.231 (0.264) -0.300 (0.446) 0.075 0.000 0.017
29 5417 (1101) | 0.198*** (0.006) 1.247*** (0.010) 0.829*** (0.100)  0.453*** (0.030) | 0.225*** (0.031) 1.290*** (0.052) 0.869* (0.507)  0.465*** (0.145) | 0.105  0.000 0.039
30 563 (142) 0.179*** (0.018)  1.219*** (0.026) 0.523"** (0.202)  0.344™** (0.087) | 0.159*** (0.037) 1.189*** (0.052) 0.179 (0.251) 0.152 (0.181) 1.000 0.001 0.353
31 2181 (475) | 0.273*** (0.012) 1.375*** (0.023) 1.228*** (0.147) 0.551*** (0.030) | 0.318*** (0.043) 1.466™** (0.092) 1.046** (0.451)  0.511*** (0.108) | 0.729  0.000 0.170
32 1393 (325) | 0.300°** (0.015) 1.448*** (0.032) 1.289*** (0.211) 0.563"** (0.040) | 0.390*** (0.041) 1.639*** (0.110) 1.316™* (0.467) 0.568*** (0.087) | 0.707  0.000 0.611
33 2155 (478) | 0.222%** (0.012)  1.285°** (0.019) 0.637*** (0.148)  0.389*** (0.055) | 0.210*** (0.033) 1.266™** (0.053) 0.252 (0.488) 0.201 (0.311) 0.821  0.000 0.020
34 1682 (320) | 0.193*** (0.012)  1.239*** (0.019) 0.807*** (0.223)  0.447*** (0.068) | 0.269*** (0.026) 1.368*** (0.049) 1.526*** (0.486) 0.604*** (0.076) | 0.650  0.000 0.301
35 847 (205) 0.234*** (0.015)  1.306*** (0.026) 0.951*** (0.188) 0.488*** (0.049) | 0.230*** (0.026) 1.209*** (0.044) 0.807** (0.368)  0.447*** (0.113) | 1.000  0.000 0.302
36 2468 (555) | 0.173*** (0.009) 1.210*** (0.013)  0.627*** (0.136) 0.385*** (0.051) | 0.174*** (0.031) 1.211*** (0.045) 0.265 (0.414) 0.209 (0.259) 0.377  0.000 0.971
Sector average 0.197 (0.012) 1.250 (0.018) 0.723 (0.172) 0.403 (0.065) 0.208 (0.044) 1.272 (0.068) 0.685 (0.517) 0.310 (0.378)
SRis = Aqit — an,, Angy — ang,, Amy — (1 — an,, — ang,, ) Ak

= B (Agit — Aky)

*** Significant at 1%; ** Significant at 5%; * Significant at 10%.

=y (I —an, —aum,) (Ang — Aky) + (1 — B) A0y

Time dummies are included but not reported. FE: robust standard errors in parentheses.

GMM: robust standard errors with finite-sample correction for the two-step covariance matrix (Windmeijer, 2005).

Sargan: test of overidentifying restrictions for the GMM estimator, asymptotically distributed as ng

. p-values are reported.

m1 and m?2: tests for first-order and second-order serial correlation in the first-differenced residuals for the GMM estimator,

asymptotically distributed as N (0, 1). p-values are reported.
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Table 3

Correlation between FE and GMM estimates

Correlation FE-GMM

Mean  Sd. Min Max | Unweighted Weight 1 Weight 2
ﬂj FE 0.197 0.048 0.103 0.309 | 0.89*** 0.85%** 0.86***
GMM  0.208 0.069 0.076  0.390
%— FE 0.723  0.298 0.238  1.289 | 0.57*** 0.72%** 0.71%**
GMM 0.685 0.611 -0.302 1.679
Weight 1: ﬁ, weight 2: m

Table 4
Variance analysis

Mark-up i, | Barg. power ¢

jsp

PERIOD (ref: 1991-1994)

-0.070™** -0.120™**
1995-1998 (0.024) (0.021)

-0.067** -0.126™**
1999-2003 (0.025) (0.022)
SIZE (ref: small firms)

. . 0.050*** 0.055**
Medium-sized (0.014) (0.025)
Large 0.055*** 0.029

(0.016) (0.026)
Adj. R? 0.283 0.573
# Obs. 179 179
SHARE OF EXPL. VARIANCE
Sector 3% 1%
Period 11%*** 26%" "
Size 16%*** 3%

Standard errors are reported in parentheses, they have been

corrected to account for the generated regressand problem
following Lewis and Linzer (2005) and clustered at the sector-period level.

*** Significant at 1%; ** Significant at 5%; * Significant at 10%.
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Table 5
Determinants of estimated price-cost mark-up i,

Variables (1) (2)? (3)" (4) (5) (6)” (7)°
20.044 20.060°" 20.060°* 0.075"
1995-199
995-1998 (0.027) (0.025) (0.025) (0.026)
20.032 20.027 20.025 20.045%
1999-2
999-2003 (0.026) (0.023) (0.022) (0.014)
. 0.045°%  0.0447" 00457~
Medium-sized (0.015) (0.014) (0.014)
Lacee 0.040°*  0.051"* 00537
& (0.017) (0.017) (0.017)
0.016™*  0.016™* 0016  0.016"
EMPL
(0.005) (0.005) (0.005) (0.005)
0.123 0.019 0.013 20.310 20.3627 20.328" 0.025
ALUCY
VALUCYC (0.272) (0.255) (0.252) (0.186) (0.189) (0.194) (0.268)
0.062 0.001 20.021 20.016 20.019 ~0.008 -0.035
lag(EXPFIRM) (0.178) (0.178) (0.174) (0.171) (0.171) (0.173) (0.181)
20.272
lag(IMPORT) (0427
1.133% 1161 20.849° 0.034% ~0.890 149277
lag(IMPNORTH
ag( ORTH) (0.522) (0.511) (0.482) (0.523) (0.550) (0.523)
0.241 0.245 0.307 0.202 0.310 0.7947
lag(IMPSOUTH) (0.339) (0.328) (0.307) (0.325) (0.307) (0.368)
4.523 3.971 4.055 3.990 3.934 3.818 2.645
lag(R&DRATIO
ag( ) (3.372) (2.797) (2.747) (2.871) (2.935) (3.272) (2.487)
0.017 0.018
lag(PMR
ag( ) (0.013) (0.013)
20.018
lag(CAPIT
ag(C ) (0.028)
~0.068
HERF (0.259)
Sector dummies YES YES YES YES YES YES YES
Adj. R? 0.302 0.340 0.338 0.324 0.318 0.320 0.340
#0bs. 179 179 179 179 179 179 179

The dependent variable (price-cost mark-up) is taken from the Part I estimation. Standard errors are reported in parentheses,
they have been corrected to account for the generated regressand problem following Lewis and Linzer (2005) and
clustered at the sector-period level.
***Significant at 1%; **Significant at 5%; *Significant at 10%.
@ 3-year lags used.
b 5-year lags used except for EX PFIRM. For this variable, we are forced to take 3-year lags because of data availability
in the first sub-period.

35



Table 6

Determinants of the estimated workers’ bargaining power gA[)

jsp

Variables (1)* (2)* (3)° (@) (5)° (6) (n* (8)" (9)" (10)
-0.112%** -0.109*** -0.115***
1995-1998
(0.021) (0.021) (0.023)
01087 -0.108" 0119
1 -2
999-2003 (0.027) (0.027) (0.029)
. 0.0497 0.048" 0.045" 0.061°
Medium-sized (0.026) (0.026) (0.026) (0.026)
e 0.015 0.016 0.011 0.036
g (0.029) (0.029) (0.029) (0.028)
DL 20.005 20,004 0.0005 20.002 20.002 0.001
(0.006) (0.006) (0.007) (0.006) (0.006) (0.006)
0.284 0.207 0.378" 0.370° 0.235 0.348 0.344 0.343" 0.200 0.256
lag(EXPFIRM
ag( RM) (0.194) (0.203) (0.212) (0.214) (0.209) (0.216) (0.216) (0.200) (0.200) (0.207)
-0.376"
lag(IMPORT) (0.181)
208507 206557 20.665° 1539 0817 -0.836" 20476 0035 1020
lag(IMPNORTH
ag( ORTH) (0.323) (0.349) (0.365) (0.333) (0.408) (0.411) (0.488) (0.524)  (0.510)
0.211 0.327 0.303 20416 0.140 0.117 0.189 -0.768 -0.733
lag(IMPSOUTH
ag(IMPSOUTH) (0.285) (0.288) (0.304) (0.364) (0.367) (0.372) (0.437) (0.537)  (0.603)
2041 1,688 1305 1359 22,040 1612 1653 20107 1517 1481
lag(R&DRATIO) (1.696) (1.508) (1.644) (1.728) (1.695) (2.018) (2.040) (1.779) (2.544)  (2.639)
lag(PMR) 0.072""
& (0.016)
1.384%**
lag(UNTONDEN
ag(UNIO S) (0.320)
22817
lag(UNEMPRATE
ag(U RATE) (0.676)
3795
REPLRATE (i 116)
-0.115***
lag(CAPIT
ag(C ) (0.035)
HERE 0.274" 0.390" 0.408" 0.202 0.449° 0451 0.321% 0.501" 0.536"
(0.148) (0.170) (0.182) (0.206) (0.219) (0.222) (0.158) (0.290) (0.288)
Sector dummies YES YES YES YES YES YES YES YES YES YES
Adj. R 0.576 0.581 0.553 0.546 0.525 0.521 0.519 0573 0.492 0.473
#0bs. 179 179 179 179 179 179 179 179 179 179

The dependent variable (workers’ bargaining power) is taken from the Part I estimation. Standard errors are reported in
parentheses, they have been corrected to account for the generated regressand problem following Lewis and Linzer (2005)

and clustered at the sector-period level..

***Significant at 1%; **Significant at 5%; *Significant at 10%.

@ 3-year lags used.

b 5-year lags used except for EX PFIRM. For this variable, we are forced to take 3-year lags because of data availability in the first subperiod.



Table 7 R
Determinants of estimated price-cost mark-up fi,,, and ¢
Exporters, non-exporters and total sample

Jjsp

[’[’jsp ¢7’sp
Exporters Non-exporters” Total sample | Exporters Non-exporters” Total sample
Variables (2)° (2)° (2)° (2)° (2)° (2)°
20.080" ~0.067° ~0.060" 0.136™ ~0.109° ~0.109°
1995-1998 (0.031) (0.025) (0.025) (0.020) (0.023) (0.021)
20.023 20.019 20.028 0.1347 0.107 ~0.108°
1999-2003
9 (0.030) (0.024) (0.023) (0.031) (0.029) (0.027)
Medittnsized 0.040° 0.045"* 0044 0.040 0.051% 0.048*
(0.021) (0.015) (0.014) (0.034) (0.028) (0.026)
acee 0.043" 0.052"* 0.0517* ~0.002 0.017 0.016
& (0.022) (0.017) (0.017) (0.034) (0.030) (0.029)
0.471 0.088 0.019
VALUCYC
(0.287) (0.264) (0.256)
0.132 ~0.0000 0.001 0.147 0.299 0.207
lag(EXPFIRM
ag( ) (0.237) (0.182) (0.178) (0.226) (0.213) (0.203)
1.327 “1.395" 11337 20.822° 20.839" 20.850"
lag(IMPNORTH
ag( ORTH) (0.551) (0.544) (0.522) (0.479) (0.331) (0.323)
20.288 ~0.098 0.240 ~0.069 0.145 0.211
lag(IMPSOUTH) (0.412) (0.360) (0.339) (0.364) (0.385) (0.285)
2.754 3.161 3.972 ~5.205" “1.844 ~1.688
lag(R&DRATI
ag(R&DRATIO) (2.791) (2.899) (2.795) (1.445) (1.851) (1.508)
0.285" 0.285" 0.274*
HERF
R (0.160) (0.153) (0.148)
Sector dummies YES YES YES YES YES YES
Adj. R? 0.274 0.343 0.340 0.570 0.574 0.582
#Obs. 161 174 179 161 174 179

The dependent variable (price-cost mark-up or workers’ bargaining power) is taken from the Part I estimation.
Standard errors are reported in parentheses, they have been corrected to account for the generated regressand problem
following Lewis and Linzer (2005) and clustered at the sector-period level.

***Significant at 1%; **Significant at 5%; *Significant at 10%.

% 41% of the firms belong to the subsample of exporters. Within the subsample of non-exporters, 28% of them report export activity
for at least one year but not for each year.
b This number refers to specification (2) in Tables 5 and 6.
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