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This dissertation introduces the interests of globalization’s “insecure 

winners”—those who have greater opportunity but face greater economic uncertainty 

as a result of globalization—into the discussion of the globalization-welfare state 

nexus. This dissertation examines the effects Foreign Direct Investment (FDI) (in the 

form of employment in a multinational corporation) on individuals’ perceived 
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economic security and their preferences for welfare state programs, such as 

unemployment insurance, poverty assistance, disability assistance, and pension 

programs. Though FDI has benefitted these workers by creating jobs, these workers 

may have a greater fear of job loss due to higher elasticity of demand for local labor 

among multinational corporations. In low- and middle-income countries, job loss can 

be a more costly outcome for them relative to other workers. The advantages of a job 

in a multinational (foreign wage premium, greater opportunity for advancement, etc.) 

decrease the probability that they will be able to find a comparable job, should they 

lose their present position. As a result, they favor more government-sponsored 

insurance in the form of welfare state policies.  

Using original survey data from matched populations in the Ukraine, as well as 

cross-national data and a most-similar case study of firms, this dissertation shows that 

workers at multinational corporations report higher pay and job satisfaction than 

workers at domestic firms. However, they also perceive higher risks of job loss and 

feel that, in the event of job loss, their job prospects are inferior to their current 

employment. As a result, they express preferences for more welfare-state protections, 

in spite of their privileged status. However, they do not oppose globalization. These 

findings indicate that the “winner”-“loser” dichotomy, often used to discuss the 

politics of globalization (and particularly the globalization-induced demand for social 

protections), excludes important constituencies whose political preferences are 

strongly influenced by both advantage and insecurity.  
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Chapter 1: A Place for “Insecure Winners” in the Compensation Hypothesis 

 

The literature on the politics of globalization focuses on conflicts of interest 

between its presumed winners and losers; the presumption is that competition between 

these interests will drive important outcomes, such as public support for globalization, 

demands for compensation and ultimately, corresponding policy decisions. However, 

the distinction between the interests of winners and losers may not be as clear as 

generally assumed. Those who gain from globalization may find their status as 

winners to be ambiguous because of the economic insecurity that globalization 

introduces—or that workers subjectively believe exists.  

This dissertation introduces a model that demonstrates how some of 

globalization’s “winners” perceive the risks it can pose to their economic interests. I 

then incorporate the perceptions and preferences of some of globalization's "insecure 

winners" into the debate over welfare-state compensation as a response to 

globalization's economic effects. I argue that globalization can increase workers’ 

preferences for government social programs because these programs perform an 

insurance function. Globalization’s winners demand more insurance precisely because 

they do benefit from the connection with the global economy offered by their current 

job. If they were to lose that job, these workers would expect a lower income in the 

next best job they could find. This is exacerbated by the fact that these workers also 

feel less secure in their jobs than do their counterparts, who work at jobs more 

insulated from the global economy. I test this argument using original single-country 

survey data, existing cross-national survey data, and a most similar case study which 
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consider employees in domestic firms in comparison with those in multinational 

corporations (MNCs) in Eastern Europe and the former Soviet Union. MNC workers 

are an important group in the study of the politics of globalization because they can 

potentially side with either the “winners” (by virtue of their FDI-related opportunities) 

or the “losers” (by virtue of their insecurity) on contentious issues that surround 

globalization, including the need for welfare-style compensation. 

1.1 Background 

Traditionally, globalization was thought to constrain states from funding 

expensive social programs because of higher capital mobility.
1
 However, a number of 

empirical studies have revealed a positive correlation between international openness 

and social spending
2
. The compensation hypothesis attributes this to domestic politics: 

globalization has negative economic consequences for some citizens; they demand 

more social protection and voice these demands in the political arena; and the 

government responds by increasing welfare spending.  

Early empirical work on the compensation hypothesis focused on correlations 

between national-level exposure to trade and capital flows and welfare spending. More 

recent work on the topic, however, has shifted to micro-level tests of individual 

perceptions and preferences to test the causal chain that purportedly underlies this 

macro-level correlation. This dissertation follows the micro-level studies of the 

compensation hypothesis.  

                                                           
1
 See Cremer and Pestieau (2004) for a survey. 

2
 For example, Rodrik (1998), Garrett (1998), Burgoon (2001), and Garrett and 

Mitchell (2001). 
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Numerous micro-level studies examine welfare state preferences or perceived 

job insecurity by those who are exposed to globalization and comparatively 

disadvantaged by it, usually low-skilled workers in wealthy industrialized nations. 

Others argue that increased economic volatility (and, hence, job insecurity) is the 

primary driver of compensation demands. While these two concerns overlap 

(structural adjustment causes insecurity for globalization’s “losers”), greater insecurity 

could also affect those who benefit from globalization. In fact, those whose jobs are 

directly created by increasing ties to the world economy may subsequently be more 

exposed to risk. The insurance interests of workers who have been placed by 

globalization may be surprisingly similar to the interests of those who fear being 

displaced by globalization. 

I focus on the effects of inward FDI on income and job quality, perceived job 

security and welfare preferences. While workers in MNCs
3
 are not a majority of voters 

in any country, they comprise a significant portion of the labor force. In 2009, workers 

in foreign controlled firms constituted over 37% of private sector employees in the 

Czech Republic. Even where MNCs and their employees are extremely scarce, these 

workers are not a negligible portion of the labor force; in the most economically 

backward region of the least reformed country in Eastern Europe (Mogilev region in 

Belarus), workers in firms with foreign ownership still comprise 4% of the private 

sector labor force. The potential political power of MNC workers in each country is 

                                                           
3
 MNC is used interchangeably with FDI-recipient firms. While there are some domestic-based MNCs 

these are relatively rare in Eastern European and FSU countries. The analyses presented in this 

dissertation focuses on workers in foreign branches of MNCs headquartered in other countries.  
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enhanced by the numerous parties that compete for votes in most post-communist 

countries.  

In addition, workers directly employed in FDI-recipient firms are a 

theoretically useful group when seeking to distinguish concerns about economic 

insecurity from questions of comparative advantage. These workers clearly benefit 

from globalization in terms of demand for their labor.
4
 They may also benefit in terms 

of job quality and income (Girma and Gorg 2007, Villareal and Sakamoto 2011, 

Oberhofer et al. 2012). Job quality may include opportunities for training and 

advancement as well as other less tangible measures, such as higher levels of job 

satisfaction. However, as their jobs exist due to forces at work in international 

markets, MNC-workers also face different risks and, potentially, more numerous and 

larger changes in the demand for their labor than similar workers in domestic firms. 

Existing evidence suggests that this leads workers in industries with higher levels of 

inward FDI to perceive lower job security than their more insulated counterparts 

(Scheve and Slaughter 2004). 

If MNC workers perceive higher job insecurity and probability of job loss, 

these would be expected to lead to preferences for compensation when a comparable 

new job is not readily available.  If a job with a foreign-based MNC is viewed as more 

desirable than jobs with domestic firms, then those currently employed by MNCs view 

                                                           
4
 This assertion that workers benefit from inward FDI (ignoring the uncertainty they face) is supportable 

for this study because it focuses exclusively on those who are employed by foreign-invested firms. In a 

broader sense, inward FDI can harm workers with high industry-level exposure, since FDI can cause 

displacement similar to that caused by trade if foreign-invested firms and domestic firms compete in the 

same markets (domestic or international).  
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their outside job prospects as inferior (particularly where MNC jobs are relatively 

scarce or the gap between MNC and domestic jobs is considerable). The model 

presented in this dissertation shows how employment at an MNC can increase the 

perceived probability of job loss and lower the perceived probability of finding a 

comparable replacement after job loss.  This sense of insecurity induces a demand for 

welfare state programs as a form of insurance among MNC workers even though they 

benefit from globalization. 

Because of the nuanced model used to test the distinction between 

comparatively disadvantaged workers and insecure “winners,” I employ original 

survey data which not only identifies those employed in MNCs, but also is designed to 

minimize underlying differences between those with MNC employment and those 

without. Previously existing datasets did not allow scholars to link employment status 

directly to preferences or to consider perceived job security and policy preferences 

simultaneously with measure of economic well-being. As a result, most existing 

survey data required scholars to make assumptions about the effects of globalization 

on respondents—most commonly by assigning them to the category of “winner” or 

“loser.”
5
 

Most previous studies of the effects of globalization on preferences take a 

highly reduced form, seeking to relate globalization at the occupation-, industry- or 

even national-level to individuals’ perceptions and preferences. Indirect measurement 

                                                           
5
 This has been accomplished with varying degrees of sophistication. The most common is by simply 

considering education as a proxy for skill level and determining winner/loser status using the level of 

development of the country and a Ricardo-Viner style argument. Others have interacted skill level with 

globalization (Walter 2010). 
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does not allow for a distinction between comparatively disadvantaged workers and 

those concerned about globalization-induced insecurity. Inward FDI, particularly if 

oriented toward production for the host market, could cause labor displacement similar 

to that caused by trade. A correlation between industry-level measures of globalization 

and perceptions of insecurity is consistent with more than one causal story. It may 

mean that 1) workers in foreign MNCs perceive greater employment volatility than 

domestic workers or 2) workers in domestic firms fear job loss due to competition 

with MNCs.  Both stories lead to demands for welfare state policies (and in both cases, 

it would due to the effects of globalization), but these two explanations differ in 

whether the welfare policies would serve as insurance or redistribution. They also 

produce different expectations about how those in favor of welfare state expansion 

view globalization.  

Insecure “winners” from globalization comprise an often-overlooked 

constituency in the study of the political effects of globalization. Evidence from cross-

national survey data (chapter 3), single-country original comparative surveys (chapter 

4) and a most-similar comparative case study (chapter 5) reveals that workers in 

foreign-invested firms face greater job insecurity and demand greater welfare-state 

compensation. However, the workers rate their jobs more favorably than their 

counterparts employed in domestic firms and are not unfavorably disposed toward 

globalization. Including globalization’s winners in discussions of the compensation 

hypothesis changes predictions about the political coalitions that globalization 
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produces and offers a possible explanation of why a demand for compensation may 

arise, rather than calls for protectionism.   

1.2 The Context 

This dissertation empirically examines the circumstances of MNC workers—

advantaged by globalization, but uncertain about that advantage—relative to workers 

in domestically-owned firms in the context of post-communist countries in Central and 

Eastern Europe (CEE). This context is only one group of middle-income countries 

where FDI might affect political preferences. However, the choice of post-communist 

countries also serves a number of other theoretical purposes. First, since most of the 

existing literature focuses on Western Europe, the post-communist context is most 

similar in terms of cultural attitudes, welfare state institutions, and expectations about 

the state’s role in providing welfare outcomes. Second, in this area of the world 

workers experience relatively low labor mobility due to a combination of relatively 

low geographic mobility
6
 and relatively skilled specific labor. Predictions about the 

difficulty with which individuals move between industries and occupations feature 

prominently in forming expectations about the effects of globalization.  Geographic 

mobility and skill-specificity greatly impact the labor market options of individuals.   

The low labor market mobility increases the likelihood that economic uncertainty will 

lead to demands for social protection, since workers are less able to deal with the risk 

through labor market mobility.  

                                                           
6
 In the Polish General Social Survey in each survey year at least 47% of respondents and over half of 

the respondents during the full 1992-2008 period lived in the same city as when they were 14 years old. 

Another at least 26% in each year and 30% in total lived in a different city, but within the same region 

of Poland.    
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In addition, the political and economic importance of globalization and FDI is 

clear in this context. Inward FDI comprises a relatively large portion of new 

investment in many of these countries. Globalization came as a sudden economic 

shock with the end of the Soviet Union.  These countries were closed economies 

recently enough that the majority of the working population experienced a “pre-

globalization” reality. The policies that previously insulated these countries from the 

broader global economy were not a reflection of popular opinion or democratic 

politics, nor was the opening of their economies due primarily to popular demand 

since it generally took place (to the extent that it did take place) with nascent and often 

weak democratic institutions and significant external political pressures. This lessens, 

though does not completely eliminate, concerns about the endogeneity of public 

opinion and degree of exposure to FDI.
7
 Graph 1.1 shows the rapid growth in inward 

FDI, as well as the volatility of FDI flows in post-communist countries.   

 

 

                                                           
7
 There is some ideological resistance to globalization and FDI in CEE countries (though nationalist and 

anti-globalization politics are hardly unique to this region). This resistance is strongly correlated with 

age, residence in economically “behind” regions, and gender. However, since these variables are also 

highly correlated with being economically disadvantaged by globalization, it is difficult to separate 

ideological effects from those that would be expected for economic reasons. Ideological resistance is 

also strongly influenced by messages from political elites, and so varies strongly from country to 

country. In the targeted survey of selected regional cities in Ukraine—where ideological aversion to 

globalization is likely to be strong, relative to EU accession countries or even Kiev over half the 

respondents were fully positive in their attitudes toward working at a foreign-owned firm or were 

already working at one, while another 20 % would prefer to work in a domestic firm, but would have no 

trouble working in an FDI firm. 46% reported that they would support a law to make it easier for FDI to 

enter Ukraine, while only 21% said that they would oppose it. However, even grudging acceptance to 

FDI or globalization has little impact on policy or actual levels of FDI. In Ukraine, both major political 

blocks include economic integration with western Europe as important policy goals.   
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Graph 1.1: Inward FDI to Post-Communist Countries 1992-2011 

 
Note: UNCTAD 2012. Baltic countries are included in the FSU figures 

 

 

Third, examining perceptions and preferences in CEE countries allows a 

consideration of the effects of capital inflows, which are particularly germane to post-

socialist and developing countries. Much of the discussion of the effects of FDI in 

advanced industrial states has focused on outsourcing and job loss from relocation of 

manufacturing and services to lower-wage countries. In contrast, inward FDI in 

capital-scarce countries is sought after at all levels of government and represents job 

creation and economic development for host locations. When discussing the 

ramifications of FDI on workers’ perceptions and preferences, inward and outward 

FDI should be assumed to have countervailing effects. Outward FDI from CEE 

countries does exist (primarily from Russia, Poland, Hungary, and the Czech 
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effects of inward FDI (which tends to create jobs) independent of considerations of 

outward FDI (which tends to export jobs).  

Finally, the level of uncertainty in the domestic sector in “transition” 

economies make this setting a strong test of a theory that MNC workers experience 

greater job insecurity. As Iversen and Cusack point out, “Although it is undeniable 

that international market volatility increases labor-market risks, whether openness is 

related to risk depends on the extent to which international market volatility is greater 

than domestic market volatility.” Domestic firms in post-communist countries face 

serious well-known problems, including lack of access to credit, aging capital stock, 

lack of competitiveness, and experience high failure rates. As a result, employment in 

domestic firms is far from secure. If, however, MNC workers report higher 

perceptions of job loss and demand for unemployment insurance than do workers at 

domestic firms, even in this context, this indicates that the perceived insecurity 

associated with MNC jobs is substantial. 

1.3 Literature Review: Micro-level Linkages from Globalization to Social Policy 

Preferences 

Early studies of the globalization-welfare nexus primarily used cross-national 

data, testing for a correlation between economic openness and social spending. It had 

been traditionally assumed that globalization produced downward pressure on social 

spending (a so-called “race to the bottom”) due to globalization’s constraining 

influence on government ability to tax increasingly mobile capital. Other studies 

argued that globalization would increase social spending due to the influence of 

domestic politics—voters wary of the economic risks and displacements wrought by 
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globalization would demand compensation. With two such competing hypotheses, it is 

perhaps not surprising that these studies produced decidedly inconclusive empirical 

results. Some show the positive correlation between globalization and economic 

insecurity or social policy that the compensation hypothesis predicts (Cameron 1978; 

Garret 1998; Rodrik 1998; Burgoon 2001; Easterly, Islam and Stiglitz 2001) while 

others find no relationship (Pierson 1998; Swank 1998; Razin and Rose 1994) or a 

negative correlation (Rudra 2002; Korpi and Palme 2003; Kaufmann and Segura-

Ubiergo 2001; Rudra and Haggard 2005; Wibbels 2006; Brunner and Naknoi 2003; 

Koster 2008; Busemeyer 2009).  

However, these studies do not test the validity of the compensation hypothesis 

because macro-economic data cannot test the causal chain from individual-level 

economic uncertainty to policy preferences to policy.  Lack of macro-level empirical 

support for the hypothesis might arise either because globalization does not affect job 

security or individuals’ preferences for social protection or because preferences do not 

translate smoothly into policy outcomes. If the former is true it would discredit the 

compensation hypothesis, whereas the latter simply indicates a need for greater 

inquiry into the conditions under which the compensation will actually be provided to 

a demanding public.  

Accordingly, much of the recent macro-level work on the compensation 

hypothesis focuses on more nuanced hypotheses about the conditions under which 

voters’ demands are more likely to translate into policy (Rudra 2002; Korpi and Palme 

2003; Kaufmann and Segura-Ubiergo 2001; Rudra and Haggard 2005; Wibbels 2006; 
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Brunner and Naknoi 2003; Koster 2008; Busemeyer 2009). These studies again suffer 

from the problem of assuming the existence of individual-level effects of globalization 

on insecurity or welfare demands, rather than testing for their existence.  

Figure 1.1 shows the causal chain from globalization to policy. As Walter 

(2010) points out there are direct linkages from globalization to social policy and 

voting preferences, as well as the indirect linkages through this causal chain.
8
 The 

dotted line from globalization to welfare state outcomes indicates the examination that 

macro-level research has employed. The bold arrows indicate the linkages that will be 

considered in this research. 

 

Figure 1.1: The Causal Chain of the Compensation Hypothesis 

 

1.3.1 From Globalization to Economic Insecurity 

To date, the few studies that explicitly examine the relationship between 

globalization and uncertainty use survey data from a single country. Scheve and 

Slaughter present a model, which indicates that workers in foreign firms face 

                                                           
8
 This paper will consider the direct linkage from globalization to economic insecurity as well as the 

indirect linkage from globalization to social policy preferences. The link to voting preferences is 

virtually impossible to establish in the case of Ukraine, since Ukraine (like many post-Soviet countries) 

does not have ideologic parties.  
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insecurity due to the elasticity of demand for labor in multinational corporations. They 

find that workers in the United Kingdom report higher levels of perceived job 

insecurity if they work in an industry with FDI presence (dummy variable), a higher 

share of net FDI, or a higher share of inward FDI (Scheve and Slaughter 2004). The 

impact of FDI on perceived worker insecurity is greatest and most significant when 

considering inward FDI as the independent variable, consistent with their theory that 

MNC workers are the one’s facing a higher elasticity of demand.  

Walter’s theory posits that greater exposure to globalization will only produce 

insecurity and preferences for compensation among those disadvantaged by 

globalization (i.e., low-skilled workers in a capital and skilled worker-abundant 

country). High-skilled workers, who are more exposed to globalization, will 

experience the greatest benefit. Empirically, she finds that workers in Switzerland who 

are exposed to higher levels of industry-specific net FDI experience higher subjective 

insecurity. However, the interaction term between skill-level and FDI is not a 

significant determinant of perceived job insecurity. This weakens the distinction she 

makes between FDI’s effects on  globalization’s “winners” and “losers” at least with 

respect to job insecurity (Walter 2010). 
9
  

Both of these studies focus on wealthy, West European economies, where 

MNC jobs are not as scarce, nor the differences between MNC and domestic jobs as 

large as in the post-communist context. Nevertheless, both produce results that are not 

inconsistent with greater insecurity among MNC workers than among their 

                                                           
9
 The interaction term is significant and as expected for welfare state preferences  
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counterparts. No existing studies focus on perceived or objective insecurity among 

globalization’s winners.  

1.3.2 From Economic Insecurity to Social Policy Preferences 

Much of the literature examining the second assumption—that uncertainty 

leads people to demand welfare expansion—does not explicitly address the link from 

globalization to social policy preferences. Aldrich, et al. (2001), Merolla and 

Stephenson (2001), and Kramer, Stephenson, and Lange (2001) find that various 

measures of subjective insecurity are clearly related to measures of preferences about 

government social services, government jobs, and a guaranteed standard of living.  

However, they do not explore sources of economic insecurity or control for 

individuals’ exposure to trade or FDI.  

Another strand of the literature tests the link between uncertainty and social 

policy preferences but, rather than using self-reported feelings of economic insecurity, 

rely on objective measures (such as unemployment rates and skill specificity). Iversen 

and Soskice (2001) and Cusack, Iversen, and Rehm (2006) find a significant 

relationship between labor market risks and preferences over redistributive policies. 

However, again they do not consider globalization or its relationship to the objective 

measures of economic insecurity directly. 

Two exceptions in this literature, which do test for the link between 

globalization and social policy preferences, are Rehm (2009) and Walter (2010). 

Rehm includes measures of industry trade exposure and occupation “offshorability” 
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along with other objective measures of risk exposure in his study of the determinants 

of redistributional preferences. He finds that globalization-related measures are not 

significant determinants of attitudes towards government redistribution.
10

 Walter 

(2010), on the other hand, relies on self-reported economic uncertainty and finds 

strong support both for the link between economic insecurity and social policy 

preferences and the link between globalization and social policy preferences. 

Many of the existing studies of the steps in the causal chain have common 

empirical problems. A review of the political economy literature quickly reveals that 

numerous theories posit a connection between preferences and an individual’s industry 

of employment.
11

 However, this connection, particularly with respect to globalization, 

is applied inconsistently in the literature. Different assumptions about, for example, 

the impact of trade exposure are clear in the measures of trade used. Using the sum of 

imports and exports as a percentage of GDP
12

 or as a percent of industry gross output
13

 

assumes that similar volatility and uncertainty result both from competition with 

imports and demand fluctuations for exports. Other studies separate imports and 

                                                           
10

  This dependent variable differs somewhat both in measurement and in theoretical importance from 

the dependent variable used in subsequent chapters. The survey question used by Rehm (2009) is 

explicitly and exclusively concerned with redistribution; the present study is concerned with the 

insurance function performed by the welfare state. As with Rehm’s analysis, I will show that MNC 

workers in Eastern Europe do not differ from other workers in their redistributive preferences, but they 

do differ in their social policy preferences. 
11 Walter and Maduz (2009)call into question the appropriateness of using industry-level measures of 

globalization because of differences among firms and workers, “exposure to global competition is … 

harmful to some people, but not to others, even within the same industry.” They propose interacting 

workers’ skill level with exposure to global competition in the workers industry of employment in order 

to better determine which workers are globalization’s winners and losers. However, this solution still 

runs the risk of misclassifying the economic effects that globalization has on some people. Finding a 

correlation between political attitudes and our categories of “winners” and “losers” does not allow us to 

consider the effect of increased risk on people who otherwise benefit economically from globalization.  
12

 For cross-national studies i.e., Rodrik (1998). 
13

 For micro-level analysis i.e., Walter (2010). 
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exports, arguing that, given the predictions of trade theory, these trade flows should 

have opposing effects on demands for compensation (For example, Hayes, Ehrlich, 

and Peinhardt 2005). Others use net exports as measures of comparative 

(dis)advantage (Rehm 2009) again assuming that only those traditionally assumed to 

be “losers” from trade would demonstrate preferences consistent with the 

compensation hypothesis. This dissertation explicitly explores the effect of insecurity 

induced by inward FDI to examine whether the inclusion of the comparatively 

advantaged ought to be considered in our treatment of the compensation hypothesis.  

1.4 Plan of the Dissertation 

The dissertation will proceed as follows. Chapter 2 presents a model of the 

economic insecurity of workers as the expected value of a combination of two states: 

keeping one’s current job and losing one’s current job. In a manner reminiscent of the 

Harris-Todaro model, the expected value of each state is influenced by the probability 

of a given outcome (keeping current job, losing job and finding a comparable job, 

losing job and taking a worse job, or losing job and remaining unemployed) and the 

value of that outcome. From this model, hypotheses are derived about the impact of 

FDI on the probability of job loss, the value of a state of job loss relative to a state of 

remaining employed by a multinational firm. These hypotheses are tested in Chapters 

three through five. 

Chapter 3 uses original survey data from Ukraine to test for differences in 

economic security and welfare preferences in sample populations where FDI exposure 

is distributed idiosyncratically, though not randomly. Four small cities in Ukraine (two 
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from an eastern province and two from a western province) were selected from the 

population of about 170 Ukrainian cities. These cities were matched according to their 

investment potential, calculated using a battery of social and economic variables. 

However, one of the cities in each province has a foreign-owned firm as a major 

employer and the other city has no exposure to MNCs. In these cities, the foreign-

owned and domestic firms employ individuals in the same occupations who are 

observationally equivalent. By matching on population characteristics in the design of 

the survey, I minimize concerns about selection bias causing unobserved differences 

in the groups of FDI-exposed and non-exposed workers.  

Because this survey was designed specifically for this purpose, the survey 

questions directly measure all the different perceptions and preferences that are 

components of overall job insecurity as defined in the model in Chapter 2. I find that 

workers in foreign-invested firms report higher income, but do feel that their 

probability of job loss is significantly higher than the probabilities reported by their 

counterparts at domestic firms. They are also more likely to state having to take a job 

with lower pay as one of their fears in case of job loss. As a result, FDI-exposed 

workers show a significant preference for unemployment insurance.   

Chapter 4 uses cross-sectional, cross-national data from 29 post-communist 

countries to examine the effects of direct employment with a foreign-owned firm on 

workers’ assessments of their economic well-being, their redistributive preferences, 

and their preferences for different facets of welfare state policy. I find that those 

working in multinational firms are more likely to have positive views on their job 
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satisfaction and their future economic standing. They do not differ in their opinions on 

redistribution generally or on non-insurance related social programs such as family 

benefits or programs for the elderly. However, they are more likely to state that they 

were affected by the recent global economic crisis and they show a significantly 

greater preference for unemployment insurance and assistance for the poor.  

Chapter 5 examines whether differences in perceptions may arise simply out of 

mistrust of foreigners by presenting a case study of two firms in the same industry 

(metallurgy) and located in the same Ukrainian province (Dnipropetrovsk) to examine 

the phenomenon of so-called “round-trip FDI,” or domestic capital that has been 

channeled abroad before being reinvested at home. This type of FDI does not suffer 

from the information and networking disadvantages that other “truly foreign” FDI may 

face in a host country, nor does it have a home country audience or shareholders to 

please. As a result, most studies anticipate that round-trip FDI will not offer the same 

sorts of technology or productivity benefits as other FDI or have the same costs 

associated with information disadvantages. Almost all considerations of round trip 

FDI examine the incentives capitalists have for this investment pattern. No work has 

been done to examine the effects of this type of FDI on workers. This case study uses 

a most-similar cases research design to examine whether round-trip FDI induces job 

benefits or greater perceived job insecurity among workers. Theoretically, whether 

this type of investment produces insecurity and demand for compensation is unclear. 

Round-trip FDI combines local connections, social networks and knowledge on par 

with domestic firms (since the “foreign” owners are at home) with any benefits that 
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FDI receives (i.e., tax incentives or better propert rights protection) giving these firms 

advantages over both domestic firms and foreign-invested firms. However, the 

invested capital is a proven flight risk, having already been sent abroad when 

circumstances made it advantageous to do so.  The evidence from the case study 

suggests that workers in the firm whose capital represents round-trip FDI perceive 

significantly greater probability of job loss and have stronger preferences for 

government welfare programs, than those in the domestic firm. 

Chapter 6 concludes this dissertation with thoughts on the implications of these 

findings for the larger field of globalization’s impact on politics. Workers recognize 

benefits of working in an MNC—reporting higher wages, greater job satisfaction, and 

opportunities for paid training that their counterparts in domestic firms do not. They 

also feel that they are more likely to lose their jobs in the near future. The combination 

of these two factors makes them likely to favor greater welfare protection as insurance 

in spite of the fact that they would not be expected to favor redistribution. By 

challenging the simple winner-loser dichotomy that has come to characterize micro-

level studies of the compensation hypothesis, the evidence presented in this 

dissertation introduces the possibility of additional groups of voters who may favor 

expanding welfare state benefits due to the economic uncertainty they experience due 

to globalization.  
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Chapter 2: FDI and “Insecure Winners”: Theoretical Considerations 

Many micro-level studies of the compensation hypothesis focus on the 

comparative disadvantage and link it to redistributive preferences and demand for 

increased welfare. However, in addition to harming comparatively disadvantaged 

workers, globalization has been noted for increasing the economic uncertainty workers 

face (Bergin, Feenstra and Hanson 2007, 2009; Haltiwanger et al 2004; Krebs et al 

2005; Borjas and Ramey1995; Revenga 1997; Goldberg and Pavcnik 2005).
14

 Since 

welfare state policies serve the dual purposes of redistributing wealth and providing 

insurance, workers affected by globalization may prefer more generous social policies 

because they are comparatively disadvantaged or face greater economic insecurity, or 

both. A seldom-remarked implication of the dual nature of social programs is that 

those who benefit from globalization in the job market may also have reason to prefer 

more of a social safety net than their domestic counterparts if globalization increases 

their sense of economic insecurity. 

While the data does not exist to test actual volatility of employment in MNCs 

or trade sectors,
15

 this research follows Scheve and Slaughter (2004), Anderson and 

Pontusson (2007), and Walter (2010) (among others) in using workers’ perception of, 

satisfaction with, or desire for job security as a proxy measure for potential 

employment volatility. The logic for using perceptions as a measure of job insecurity 

                                                           
14

Of course, counter arguments have also been made (see Attanasio et al 2004; Kim 2007) 
15

 Traditional measures of volatility such as five-year moving averages (as in Buthe and Milner 2008) 

require a longer time series than is generally available in the post-communist context, though it may be 

available in some other contexts. Even if a long time series of certain data was available, testing 

employment volatility in MNCs would require firm-level panel data on employment levels which is 

difficult to collect.  
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is the assumption that these perceptions are correlated with the reality of higher 

volatility. Those who challenge this correlation must provide an alternative 

explanation for why a systematic, significant correlation exists between measures of 

globalization and perceptions of job security. While the assumptions of the 

compensation hypothesis have been critiqued, to my knowledge no such alternative 

explanation for the micro-level correlations that have been reported between 

globalization and job security has been offered.  

However, even if a suitable explanation for the existence of such a correlation 

in the absence of actual volatility was proposed, the study of perceptions is still the 

important focus for those who are interested in the politics that arise from 

globalization. The compensation hypothesis is theoretically based on perceptions and 

corresponding preferences. Political behavior derives from those sources as well. 

Thus, even if globalization, in the form of inward FDI, only creates the perception, 

rather than the fact of employment volatility, it would still be expected to influence the 

politics of globalization. This model and the following empirical chapters proceed to 

examine the link between MNC employment and perceived job security and welfare 

state preferences. 

The model presented below can be used to illustrate how demand for welfare 

state compensation might arise from globalization’s insecure “winners.”
16

 This group 

may include a variety of workers, but the application of the model presented here will 

                                                           
16

 While not discussed in this dissertation, the model can also incorporate the job 

concerns of the comparatively disadvantaged. 
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focus on workers in branches of MNCs. Because inward FDI tends to create jobs, 

those employed by foreign-owned firms are generally considered beneficiaries of 

globalization. This is particularly true in most poor and middle-income countries, 

where insufficient domestic investment allays worries that FDI is supplanting 

domestic capital.  Even where there are long-term concerns about foreign influence 

and foreign ownership, in the shorter term, few dispute that workers at branches of 

MNCs created by inward FDI have benefitted from these jobs. From a political point 

of view, FDI is viewed as a benefit to domestic economies and workers. Many, if not 

most, countries have an explicit policy objective to attract FDI and regions openly 

compete for foreign investment (and the jobs it represents) by offering tax incentives, 

improving infrastructure, and organizing free trade zones and industrial parks. For 

these reasons, MNC workers are likely to be seen as “winners” from globalization. 

The model will assume this to be true, but empirical evidence will be presented in later 

chapters to test whether MNC workers, themselves, report having “better” jobs than 

other workers, according to a variety of measures.  

This argument and finding are essentially the same as the argument that FDI 

increases income inequality, only viewed from the perspective of those workers who 

benefit. There is some evidence that FDI-induced wage differentials increase income 

inequality by increasing the income (or skills and income) of some sectors of the 

economy or certain classes of workers. If FDI advantages some workers, it will be 

particularly costly for those workers to be displaced from a job in the “foreign sector.” 

This is particularly true when the foreign sector is relatively small or when FDI creates 

few positive spillovers in wages, technology, or productivity as is the case in many 
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middle-income countries. Job loss, in the case of MNC employees, represents not only 

a period of unemployment, but a considerable probability that the advantage of 

employment in the foreign sector is lost permanently. 

There is a considerable economics literature that examines foreign wage 

differentials and the extent to which they create spillovers into domestic-firm wages.  

Aitken et al (1996) shows wages are higher in foreign-owned firms in Venezuela and 

Mexico, but it finds no evidence that workers in domestically-owned firms benefit 

from positive spillovers in wages. In the United States, however, FDI positively 

affects wages in domestic firms as well as the MNCs. Villareal and Sakamoto (2011) 

similarly finds that foreign-owned firms pay higher wages in Mexico, even controlling 

for all other contributing factors. Tandrayan-Ragoobur (2011) finds a foreign-wage 

premium in Sub-Saharan Africa.
17

 Although, others question the existence of a 

foreign-wage premium (for example, Martins 2004), there is considerable evidence 

that it exists under some circumstances. In the present case, even if a difference in 

wages is not a foreign-wage premium, but is tied to productivity differences between 

firms due to differences in production methods or the modernity of the plant, it would 

still increase the cost of job loss for workers if FDI-recipient firms have that 

productivity advantage at a much higher rate than domestic firms. Other than 

considering the effects of aggregate income inequality on political behavior, political 

economy has not really engaged in a discussion of how different income levels created 

by FDI might affect individual attitudes and political behaviors. This model seeks to 

                                                           
17

 However, these articles and others (Girma and Gorg 2007, Heyman, et al 2006, Lipsey 2004, Bernard 

et al. 2009 among others) also make the point that, while foreign-wage differentials exist, they vary 

according to identity of the host country, whether the firm exports, whether the investment represents 

greenfield or acquisition. 
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incorporate the possibility that MNC workers face an additional cost to job loss not 

faced by domestic sector workers into the discussion of the politics of globalization. 

To test the effects of FDI on job quality, job security and welfare state 

preferences, I use direct data on the ownership of the firm where the individuals are 

employed. The most common practice in the micro-level literature on the 

compensation hypothesis is to use industry-level FDI measures. Often, that is the only 

data available.  The theoretical justification for using industry-level measures is that 

the job market within the industry is affected by the aggregate FDI in the industry and 

that the national industry-level job market is what is relevant to the worker.  

However, distinguishing those workers who are employed by MNCs from 

workers in domestic firms in the same industry is important for three reasons. First, as 

discussed above, if a foreign-wage premium exists, its influence on job loss aversion 

and desire for social insurance may be restricted only to those directly employed by 

MNCs. Second, using industry-level FDI measures assumes positive spillovers from 

FDI, when there is ample evidence that such do not always exist. If MNCs are 

competing with domestic firms in the industry or local firms in the region, using more 

aggregate FDI measures means lumping winners from FDI (i.e., the MNC workers in 

the industry) with the losers from FDI (i.e., the domestic firm workers in the industry). 

These groups should be assumed to respond differently to FDI with respect to the 

dependent variables examined here. FDI, particularly market-seeking FDI, can 

displace workers as well as create jobs so equating the aggregate level of FDI to the 

quality of the job market in an industry is problematic. 
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Third, workers do not face a national industry-level job market when they 

think about their job security. Rehm (2009) takes issue with the use of the industry job 

market as the most relevant measure of a person’s job insecurity.  He provides 

evidence that availability of jobs in an occupation, rather than industry, is more closely 

related to an individual’s economic insecurity since many skills are occupation-

specific, but not industry-specific. Additionally, I argue that the national-level industry 

job market is irrelevant for most workers, whose prospects in the case of job loss are 

bounded by geography as well as occupation or industry. Unless an industry is highly 

concentrated in one geographic area of a country or workers live in an area with a 

large number of firms in their industry, changing employment requires them to take 

into account the costs of geography. Distance makes networking to obtain a job more 

difficult. Even if jobs are available, geographic mobility imposes social, familial and 

financial costs on job seekers even in wealthy countries. These costs become much 

greater if we consider middle- and low-income countries.  Poor transportation 

infrastructure, housing constraints, significant wealth inequalities between provinces, 

and lack of personal resources mean that moving to a new region or city to take a job 

involves high costs. While these costs vary depending on an individual’s 

circumstances (i.e., age and family situation), they are sufficient to make geographic 

mobility a very real component of their labor mobility.
18

  

                                                           
18

I do not argue that people in less-wealthy countries are geographically immobile. However, much of 

the labor mobility that exists is among young people. It is a relatively commonplace occurrence for 

workers to accept work in another city or region and leave behind spouses and/or children. However, 

this is assumed to be costly and a person who is currently employed in the region where they live would 

factor that cost into the expected value of finding a new job.  The problem of geographic mobility is 

exacerbated by housing constraints and the legacy of apartment privatization in post-communist 
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In the cross-national survey data, discussed in Chapter 4, respondents in post-

communist countries were less willing to move for employment than workers in 

Western Europe, even within their own country. In fact, the sample from western 

European countries was willing to move abroad for employment at a significantly 

higher rate than those in post-communist countries were willing to move within their 

own country. Over 30% of respondents in the Western European countries reported a 

willingness to move abroad for employment reasons; less than 24% of the Eastern 

European respondents reported such willingness. When it came to moving within the 

country for employment, 38% of West European respondents were willing; in Eastern 

Europe less than 24% were willing (World Bank-EBRD 2010). As a result, their sense 

of economic security is related to the labor market conditions in a small geographic 

area. This means that the state of the national-level job market in their industry is not 

relevant in their perceptions of their job security or ability to find a new job.  

While some studies use the likelihood of job loss as a measure of job 

insecurity, the link between job loss and welfare state preferences must include the 

probability of finding a new job. Unemployment insurance is unimportant to someone 

confident that they can soon find another comparable job, even if they believe they are 

very likely to lose their current one. Other authors have utilized this concept in testing 

aspects of the compensation hypothesis. Mughan and Lacey (2002), for example, uses 

the product of survey questions on “likelihood of job loss” and “likelihood of finding a 

new job in a reasonable period after job loss” as an empirical measure of insecurity. 

                                                                                                                                                                       
countries. Renting elsewhere is relatively expensive for someone living in an apartment owned by 

themselves or a family member. This is especially true when moving from a relatively economically 

depressed area to a more prosperous one, as, presumably, job seekers would be doing.  
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Rickard (2006) employs the concept as well, arguing that a link between trade and 

social expenditures is only expected in countries that have relatively inflexible labor 

markets (measured as inter-industry wage differentials).  

2.1 The Model 

I propose that demand for insecurity-based compensation depends on the 

likelihood of job loss, the probability of finding a new job, and the quality of that new 

job relative to the current one. By considering the different states that can occur 

following job loss, this model reflects the adjustment costs represented by a difference 

between the value of one’s current job and the expected value of other available jobs. 

A currently employed individual faces two probabilistic outcomes: 1) keeping their 

current job and 2) losing their current job.
19

  Welfare policy preferences are inversely 

proportional to the expected value of a worker’s labor market opportunities. The value 

of these opportunities is equal to the expected value of current employment plus the 

expected value of subsequent employment or unemployment if terminated; these 

relationships can be expressed in the following equation. 

(1)                                          (   )⏟      
                                                                                                                      

 

 (    )[  (   )       (   )     (       )  ( )]⏟                                        
                          

 

The expected value of one’s current job is equal to the utility provided by a 

current job (VA) times the perceived probability of keeping that job (PA).  The expected 

                                                           
19

 It is, of course, possible for individuals to voluntarily quit their current jobs for new ones, but this 

outcome would be observed only if the new job offers them a higher expected value than their current 

job. Since this outcome is chosen voluntarily, rather than probabilistically, this option does not seem 

likely to enter into a worker’s assessment of his job insecurity. 
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value of the job-loss condition is more complicated since it involves the probabilities 

and values of three outcomes. These three outcomes are 1) remaining unemployed; 2) 

finding a “good” new job and 3) finding a “bad” new job. The perceived probabilities 

of remaining unemployed (PU), finding a good new job (PG) and finding a bad new job 

(PB) depend on personal factors, including age, education, experience, etc. as well as 

macro-economic factors such as unemployment rates.
20

 I define a "good" job as being 

a job providing utility approximately equal to that provided by a worker’s present job 

(VG ≈ VA).
21

 By definition, if a worker who loses his job takes a “bad” new job, his 

utility will be lower than the utility derived from a good new job or his current job 

(VB< VG≈VA).  

The utility derived from the unemployment outcome is determined largely by 

the welfare state policies in place. Savings, income from other household members, 

home production, and economic activity in the informal sector may also contribute to 

unemployment utility. However, in the context of low- and middle-income countries, 

savings levels are low and other types of income-producing activities are often 

pursued in addition to, rather than as a substitute for, formal sector work.  Welfare 

benefits also reduce the value of the all jobs due to taxes paid by the employee either 

directly or, more commonly, indirectly through payroll taxes on employers that drive 

                                                           
20 For the period 1997-2003, Kupets (2006) finds that welfare state benefits do not affect length of 

unemployment spells, but that income from casual activities or subsidiary farming, age, marital status 

and gender, the level of education and place of residence are significantly related to the total time spent 

out of work in Ukraine. 
21

 An individual could potentially get another job of higher value than their current job. However, we 

assume that either the worker would do so and so reset the equation by taking that other job or that 

probability of getting that higher value job is small enough that the expected value it contributes to the 

job security equation is negligible. 
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down wages. The taxes are assumed to be a percentage of income and denoted as t in 

the above equation. Thus, a person would want to minimize VU(t) if they judge the 

probability of being unemployed to be sufficiently small. While some countries have 

very generous welfare benefits, we will assume that in practice, the real value of 

welfare benefits is less than the value of working any job (VU<VB< VA=VG) at least if 

the time period in question is of sufficient length.  

Concerns about ensuring that people have incentives to work lead most 

countries to structure unemployment benefits in such a manner.
22

 The unemployment 

replacement rate measured as the ratio of unemployment benefits relative to a 

worker’s last gross earning was estimated for a number of countries by Aleksynska 

and Schindler (2011). Netherlands leads the countries they evaluate with a 70% 

replacement ratio during the first year of unemployment.  A different analysis of net 

unemployment replacement rates in the 27 EU member states and seven other wealthy 

nations (Van Vliet and Caminada 2012) shows Luxembourg with an 84% replacement 

rate, most other countries distributed between 22% and 71% replacement rates, and 

the UK lagging at 17% (for a one-earner couple with two children in 2009). A 

comparison with these databases makes the assertion that unemployment income is 

lower than current income a safe assumption. Comparison with a “bad” job, of course, 

depends on how much worse a “bad” job is, relative to a current job. In many of the 
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 The unemployment replacement rate measured as the ratio of unemployment benefits relative to a 

worker’s last gross earning was estimated for a number of countries by Aleksynska and Schindler 

(2011). Netherlands leads the countries they evaluate with a 70% replacement ratio during the first year 

of unemployment.  
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countries surveyed in these two studies a job that pays at least 60% of one’s current 

job would still be higher than the average calculated unemployment benefits. 

For any individual, using this equation we can examine two channels through 

which employment with a foreign-owned firm may affect their economic security—by 

increasing the probability of job loss and/or by increasing the discrepancy between the 

value of her current job and her expected value if she loses her current job. In all cases 

this is relative to a worker in a domestically-owned firm and assuming all else is 

equal.  

2.1.1 Increasing the Perceived Probability of Job Loss (PAforeign<PAdomestic) 

The first potential source of differences in perceived probabilities of job loss is that 

MNCs have greater choice than other firms about where work is performed. Whether 

MNCs are more likely to relocate jobs than a local firm is to fail in actuality is an 

empirical question that goes beyond the scope of this thesis. In subsequent chapters, I 

test not whether this perception is true, but whether such perception exists. Using the 

post-communist context for this study is a difficult test case for such an assertion, 

since local firms face difficulties and are still struggling to overcome low productivity, 

aging capital assets, and lack of access to credit and new investment. Nonetheless 

MNC workers in post-communist countries believe that they are more likely to lose 

their jobs than workers in domestic firms. 

Some reasons that MNC jobs may be more mobile (or why such a perception 

might exist) are that some types of MNCs such as banks, law firms, and consulting 
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agencies can easily relocate. In other industries, such as manufacturing, moving an 

investment is more costly and a production branch is less likely to be highly mobile. 

However, in these cases, workers tend to possess more specific skills, so personal 

characteristics may make up for the offsetting reduction in insecurity at the firm level.   

In the post-communist context perceptions of such risks are likely to be heightened 

by differences between local firms and MNCs in their approaches to taxation and 

profit margins. Foreign-invested firms are more likely than domestic firms to bear the 

full burden of taxes and regulations. Because of internal corporate codes of ethics, fear 

of bad press, or selectively stringent monitoring and enforcement by tax authorities 

(United States Department of State 2009), foreign-owned firms are less likely to be 

involved in the evasion tactics that are prevalent among domestic firms. As such, 

MNC are less likely to have unofficial employees, pay wages “under the table,” and 

bribe inspectors.
23

  

Also, foreign-invested firms may experience larger changes in taxation than 

domestic firms because of initial preferential tax rates offered as an inducement to 

invest. The most provocative example of this was in 2005 in Ukraine when all tax 

exemptions in Special Economic Zones (SEZs) were cancelled without notice or 

compensation. While some domestic investors had made use of these SEZs, they had 

been designed specifically for FDI attraction, so this policy change created greater 

losses for foreign investors (United States Department of State 2008). Even when 
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 This is not to say that foreign-owned firms never participate in these kinds of activities, but they do 

face both a higher risk of being caught and a more costly punishment. 
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these policy difficulties do not cause an MNC to withdraw, it can cause them to reduce 

or restructure their local levels of operation, threatening the jobs of their workers. 

To the extent that workers are aware of the tax burdens on the firms where they are 

employed, both taxation levels and changes in taxation policy would affect their 

perceptions of the difficulties faced by their employers, which would, in turn, affect 

their feelings about their own job security.
24

 

While post-communist countries experience a relatively high failure rate among 

domestic countries, even this may seem less of a risk than MNC workforce reduction. 

While small domestic firms routinely cease to operate, larger firms, particularly those 

privatized from the state sector, can operate for years with unsustainable amounts of 

debt—unpaid utility bills, back taxes, debt to suppliers. The prevalence of this practice 

depends on the country and sub-national region, but it is not uncommon. Even when 

going out of business is likely to be a better option, it is well-documented that the 

market in some post-communist countries is less than efficient at encouraging the exit 

of unprofitable firms.  

However, it is important to note that MNC workers may face additional sources of 

job insecurity even if the branch where they are employed does not “pack up and 

move.” MNCs also have the option of specializing or diversifying production at a 

given location, which could result in labor shedding or changing the occupational 

profile of workers demanded at the local branch. In the context of middle- and lower- 

                                                           
24

 Because unofficial workers and under-the-table payments are so common in Ukraine and it is 

common knowledge the reason for them is related to taxes paid per worker by the firm, it is likely to be 

obvious to workers if they are employed in a firm that does not engage in these practices.  
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income countries, they have a greater ability than do domestic firms to substitute 

capital-intensive processes for labor-intensive ones. This would threaten jobs of local 

workers in the foreign-invested firms, even if overall production in the multinational 

does not change.  

This second type of job insecurity is particularly pronounced in the post-

Communist context, due to dramatic differences between MNCs and domestic firms in 

terms of financing and access to credit. Many domestic firms do not have the option of 

shifting to more capital-intensive processes as a substitute for labor. However, the 

high level of mechanization (and subsequent smaller number of jobs than had been 

anticipated) was cited by an official in a Ukrainian city hosting a manufacturing 

branch of an MNC as a source of doubt among the local population. 

These circumstances may or may not cause the risk of MNC job loss to be 

objectively higher than the risk of domestic firm failure or other job loss. However, 

they provide theoretical justification for the expectation that MNC workers may 

perceive their jobs to be less secure. The empirical test in the subsequent chapters will 

gauge whether this expectation is justified. 

Applying this expectation to the model outlined above to determine how demand 

for compensation varies with the probability of keeping one’s job (  ), consider the 

derivative of the job security equation with respect to   .  

    (2) 
  

   
 (   )   [    (   )       (   )   (       )  ] 
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The expected value of labor market opportunities is at its maximum (and this 

derivative approaches zero) as the probability of unemployment or the differences 

between              , and become negligible.  

Since    and    are, by definition, less than one, as long as the conditions    

         are met, the value of equation (1), the expected value of labor market 

opportunities,  increases as the probability of keeping one’s current job increases. This 

is regardless of the values of             and assuming that    and    are 

approximately equal.  

Because the number of variables make it difficult to intuitively or mathematically 

pin down the expected values, I employ simulation using randomly assigned values for 

                  (between 0 and 100) and              to demonstrate how 

changes in    affect the job-security weighted value of one’s present job. Since it 

would be extremely rare for a real individual to face too high a probability of job loss 

for any length of time,
25

     was randomly assigned values between .8 and 1.0, so the 

maximum probability of job loss in this simulation is 20%.    was randomly assigned 

values between 10 and 100.    was constrained to be equal to     since a good job, by 

definition is one of comparable value with the one currently held.    was randomly 

assigned values between 10 and the value assigned to   .    was randomly assigned 

values between 0 and the value assigned to   . 

                                                           
25

It is possible for a person to endure quite some time in the situation where job loss has been 

announced for a future date, but in most such instances, the uncertainty that gives rise to the insecurity 

has been resolved. We would assume workers in such circumstances would have a greater preference 

for unemployment insurance and other means-tested social welfare systems since the only uncertainty 

they face is whether they have a period of unemployment, find a good job, or settle for a bad one. 
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Graph 2.1, with these simulated values, shows that the difference between the 

value of your current job if there were no insecurity (    )  and the expected value 

of your job with insecurity factored in (scaled by the value of your job if      

(  (   )) in the graph) is steadily decreasing as the unemployment replacement rate 

increases. The graph is restricted to simulated unemployment tax rates of 12% or less. 

This number was chosen since all of the post-communist countries  report individual 

Social Security tax rates between 0% and 11.8% (with the exception of Croatia, which 

is an outlier with 20% individual Social Security tax rates)  (KPMG International 

2011).   

Graph 2.1: Effect of Social Policy and Job Insecurity on Expected Income 

 

If current employment with a foreign firm does increase the likelihood of job loss, 

the expected income in case of job loss (the second term in equation 1) becomes more 

important. Any non-negligible probability of unemployment, should correspond to a 
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higher desired value of unemployment benefits (  ). As the income replacement rate 

approaches the income from the current job, the income loss that insecurity introduces 

for the workers becomes less. As the rate approaches 100%, a few simulated 

observations even show the expected income with insecurity (    ) as giving a 

higher expected value than the no insecurity (    ) outcome. This is due to some 

extreme values of the probabilities and relative values of good and bad jobs and 

occurred in only a small number of the simulated observations.  

2.1.2 Increasing the Probable Cost of Job Loss (      or   =0) 

As discussed above, evidence exists that foreign firms may pay more or be less 

likely to fall into wage arrears than their domestic counterparts. Even if a wage 

premium is not apparent, other factors, such as opportunity for promotion may be 

higher in a multinational. As a result, employees may be better off economically than 

they would be working for a domestic firm. In terms of self-interest, being better off 

financially could mean that individuals do not feel as great a need for government 

employment and income guarantees. In addition, it may shift their preferences away 

from government income redistribution programs, since they are less likely to receive 

benefits and may be taxed more heavily in order to pay into it.  

This effect is likely to matter only to those who are rather high in the income 

distribution, rather than simply earning more than they otherwise would due to the 

presence of a foreign firm. Higher-paid workers in FDI firms may be able to save 

money, acquire assets, etc. that would provide a personal cushion in case of job loss, 

and thus reduce the demand for government-supplied redistribution as a protection. 
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This is one expected effect on MNC workers demand for compensation, if in fact, 

there are additional benefits associated with jobs in MNCs. 

The current model presents us with another perverse possible effect of a 

foreign wage premium or other employment benefit. Even if employment with a 

foreign firm does improve a person’s economic situation by increasing their income, 

this may make potential job loss more costly since it represents a greater decline in 

income and it will be more difficult to find a comparable job. This is the core 

contribution that the model presented above brings to the research on the 

compensation hypothesis. If jobs with foreign firms are better than other existing labor 

market opportunities from the perspective of each worker, then    approaches 0—the 

probability of finding another job as good as their current one is small. This clearly 

increases the cost of separation from a job with an MNC. 

This is not an argument that all foreign sector jobs are good jobs or better jobs 

than those at domestically-owned companies.  Western fast-food franchises and retail 

chains are very visible multinational corporations in Eastern Europe with many 

employees. Certainly “better” jobs exist in domestic firms than are available in these 

industries. The argument is simply that a worker whose circumstances and 

qualifications position them to be in a particular job in a foreign-owned firm are 

potentially better off there than in a job requiring similar skills in the domestic sector. 

This effect would influence the job security of workers even if their jobs are not 

generally “off-shoreable.” 
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 In the worst case, the domestically-owned segment of an industry or region 

was so weak or non-competitive that analogous jobs in a domestic firm are difficult to 

find, even if willing to accept lower pay. In some instances, losing a job with a foreign 

company will require the costly adjustments of switching industries, occupations, or 

geographic locations.  

In these cases, the value of the current job is higher than the value of 

separation because the probability of finding a job with comparable 

income/benefits/opportunities is small. This could drive demand for greater social 

protections even if the probability of losing one’s job is not affected by foreign 

ownership (as long as the probability of separation remains above 0). In spite of the 

benefits globalization brings them, MNC workers may demand unemployment 

benefits (if they are unable to find a new job, even in the short term, or to give them 

more time to search for the rare “good” job) or more generous means-tested benefits 

(if they end up in a worse job than they have now).  

Whether by increasing probability of job loss or increasing the cost of 

separation from the current job, these welfare state demands arise purely from an 

insurance motive and are separate from the considerations of redistribution. As a 

result, empirically, effects of employment with a foreign-owned firm will be most 

visible with preferences for certain types of welfare programs (as in Burgoon 2006). It 

is nearly impossible to clearly distinguish insurance-oriented welfare programs from 

redistribution-oriented programs (since what is insurance before becoming 

unemployed becomes redistribution in the case of unemployment), but unemployment 
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payments and re-training programs tend to be more insurance-oriented than, for 

example, pensions.
26

 This does not preclude MNC workers from expressing 

preferences for other types of welfare programs.  

2.2 Hypotheses 

This model produces the following hypotheses, which will be tested in 

Chapters three through five. Chapter 3 presents evidence on individuals’ perceived 

risk of job loss, job quality, ability to find a new job, and demand for welfare-state 

style insurance using original data from a micro-survey conducted in Ukraine. Chapter 

4 presents a cross-national test of several of these hypotheses. Limitations of an 

existing cross-national survey requires reliance on data that is not adequate to test the 

complete model, but provides evidence about how well off workers consider 

themselves to be and their welfare state preferences . Chapter 5 uses a close case study 

of two MNCs to study the effects of round-trip FDI, an understudied and prevalent 

phenomenon in post-communist countries as well as some other settings, with respect 

to the compensation hypothesis. 

H1: Workers in foreign-owned firms perceive themselves as better off than 

similar domestic workers.  (Chapters 3-5);  

                                                           
26

 Health care is, in principle, universal in all post-communist countries so job loss would not be 

strongly correlated with concern over access to medical care. Both employed and unemployed could 

have equal motivation for preferring more government spending on medical/health programs. In 

practice, private payments are required for access to certain kinds of care and so affordability is an issue 

for the unemployed, but not one that would be addressed by de jure changes in the social policy.  
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H2: MNC workers are less certain about their ability to find another “good” 

job if they were to lose their current job than are workers in domestic 

firms. (chapters 3, 5) 

H3: MNC workers perceive a higher probability of job loss than similarly 

similar domestic workers. (chapters 3, 5) 

H4: MNC workers do not differ from other workers in their opinions about 

redistribution and inequality. (Chapters 3- 5) 

H5: MNC workers report greater preferences for welfare programs. (Chapters 

3- 5) 

H6: MNC workers are not opposed to globalization in spite of experiencing 

globalization-induced uncertainty. (Chapter 3). 

While empirical support for any one of these findings would be suggestive, a 

pattern of empirical evidence for these hypotheses in combination provides support for 

the specific model of insurance-seeking, insecure “winners” from globalization 

proposed in this chapter.  
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Chapter 3: A Tale of Four Cities: FDI, Insecurity, and Welfare Preferences in 

Ukraine 

 

This chapter applies the model outlined in the previous chapter to examine the 

perceptions and preferences of MNC employees as a subsample of globalization’s 

“insecure winners.” The analysis in this chapter also permits a consideration of 

another group of potential candidates for membership in the group of “insecure 

winners”: those who work in exporting firms. Exporting firms can be seen as 

benefitting from globalization since part of the demand for their products (and, 

therefore, their income) is from international sources. However, it is unclear whether 

the firms would benefit or the workers would perceive a benefit—any benefit depends 

on the specific trade patterns and percentage of business involved in export 

production. Furthermore, there is significant disagreement about whether exporters 

should theoretically face more volatility in demand than firms not engaged in trade, 

since international demand could be responsible for demand fluctuations or could help 

offset fluctuations in domestic demand.  

  This chapter introduces original individual-level survey data from a survey 

designed specifically to allow comparison between workers at foreign-owned firms 

and domestically-owned firms by minimizing any correlation between MNC 

employment and other characteristics that might affect their perceptions and 

preferences.  I find that workers in MNC firms report higher wages, greater probability 

of job loss, potentially more difficulty in finding a new job, greater welfare state 

preferences and more positive views on globalization.  In addition to MNC employees, 

in this chapter I examine the impact of working for an exporting firm on individuals’ 
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income, perceived probability of job loss, welfare state preferences and views on 

globalization. 

3.1 Research Design and Data 

This study uses a sample of 880 Ukrainian employees in four, intentionally-

selected, small regional cities.
27

 Because of the endogeneity problems that arise in any 

examination of the effects of FDI, this study uses a matching research design to 

ameliorate selection problems with respect to location and worker characteristics. 

Using economic variables for the universe of approximately 180 Ukrainian cities 

(excluding Kiev),
28

 I calculate expected levels of FDI for each city. These 

expectations are based on a battery of economic variables including overall production 

of goods and services, the percentage of production in small enterprises, average 

wages, number of workers, unemployment rate, percent of the population of working 

age, total capital assets of all enterprises, the impact of transition on the local 

economy, distance from Kiev, and distance from the provincial (oblast) capital. 

The difficulty with selecting cities that match perfectly according to 

investment attractiveness and economic development but that nonetheless exhibit 

differences in the level of FDI is obvious: FDI is predicted to affect local economic 

indicators, including the size of the local economy, local government budgets, 

employment rates, and average wages. In local economies as small as the ones used in 

                                                           
27

 Surveys conducted as face-to-face interviews lasting from 20 to 40 minutes. Fieldwork was 

completed between April and July, 2010.  
28

 The included cities differ from other population centers because they have a locally elected municipal 

government (independent of the county government). These municipal governments have low levels of 

autonomy and serve mostly administrative functions, but do set and collect some local taxes and land 

rents.  
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this study, a single foreign-invested firm can significantly alter these variables, making 

it more difficult to determine whether the cities would “match” in the absence of FDI. 

Ukraine is a useful case for dealing with this issue because much of the FDI is 

of recent origin. In order to choose similar cities, I used city-level indicators not only 

for the most recent year for which statistics are available, but also for the year 2000. 

This year is before smaller Ukrainian cities experienced significant inward FDI, but 

far enough after Ukrainian independence that privatization was well under way, 

relative political and economic stability existed, and the quality of statistical reporting 

had markedly improved.  

After calculating expected levels of FDI in 2008 (the most recent year for 

which statistics are available) using current values of the economic variables and 

coefficients from analysis of the FDI levels of cities in 2000, I chose several pairs of 

cities with similar expected levels of FDI, but wide discrepancies in actual FDI 

flows
29

. The chosen pairs of cities had similar levels of FDI as of the beginning of 

2001. One high-low FDI pair was chosen from each of two oblasts (provinces), one in 

Eastern Ukraine and one in Western Ukraine.  

From among those pairs, cities were chosen to match according to industry of 

the local enterprises and number of large enterprises. The chosen cities have between 

                                                           
29

 Cumulative flows. Obviously, FDI stock would be a preferable measure. However, these statistics are 

unavailable for post-communist countries. These sum-of-flow figures should approximate FDI stock, 

since capital depreciation will not be too great over a period of 15 years (or in most cases significantly 

less, since a large upswing in FDI (particularly in capital intensive manufacturing) occurred in 2005.) 
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10 and 15 enterprises that employ at least 50 people each.
30

 Each city contains 

manufacturing plants, one predominant enterprise, and a number of communal 

enterprises that supply utilities to the local population. Each of the cities has seen 

population decline since Ukrainian independence and suffered significant drops in 

production during the 1990s, although they have all experienced positive growth since 

then. In addition, none of the selected cities have sea or river ports, universities, or 

access to major train routes. Transportation is provided by bus or car over poor roads. 

These conditions contribute to the inhabitants’ isolation from the international 

economy (outside of direct employment effects) and also strengthen the argument that 

decisions by foreign investors to invest in these locations are idiosyncratic. 

In addition to my own efforts at collection and analysis of city-level statistics, I 

checked my selection of cities against city-level investment rating published by the 

now-defunct, Kiev-based Institute of Reforms in 2002 and 2005.  The obvious 

conclusion from both my assessment of the city-level data and the analysis by the 

Institute of Reform is that, excluding the 30 (approximately) most economically 

important cities in Ukraine, Ukrainian cities vary little in their economic essentials. 

There is some variation in population and average wages, but all smaller, provincial 

cities present significant obstacles to foreign investment in terms of transportation and 

infrastructure. All have low wages and available labor. They differ little from each 

other in terms of age structure or training of the local population. Yet the training is 

                                                           
30 The survey only includes workers at enterprises that employ at least 50 people. Since those at larger 

firms tend to feel more secure (Anderson and Pontusson 2007), the exclusion of very small firms was 

necessary so that variation on the dependent variables was not determined by firm size, particularly 

because status as an FDI-recipient enterprise or as an exporter is perfectly correlated with having more 

than 50 employees.  
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not inappropriate for many of the investments that go to this part of the world—the 

most common educational level in these cities is some form of post-secondary 

vocational training. 

In addition, the FDI-recipient enterprises are manufacturing firms similar to 

other enterprises in the cities. According to information from the Ukrainian 

employment service, they employ primarily individuals in the same professions and 

with the same educational background as most other local manufacturing firms. The 

survey respondents were randomly selected from each enterprise. Quotas were set 

according to the size of each firm relative to other local firms.
31

  

3.2 Data Analysis and Measurement 

 The hypotheses presented in the previous chapter are tested individually with 

the description of the survey questions used, the analysis and results below. Unless 

otherwise specified, the independent variables and control variables used in the 

analysis are as described here. 

3.2.1 Independent Variables 

Fdiworker is a self-reported variable equal to one if the respondent indicated that he or 

she currently works at an enterprise with either total or mixed foreign ownership.
32

 

                                                           
31

 I have chosen not to identify the four cities included in this study. Doing so would preclude other 

researchers from being able to use the survey data, since the cities are sufficiently small that knowing 

the city identity, firm size, industry, ownership, and exporter status would allow others to link 

respondents with a reasonable degree of certainty to their place of employment.  
32

 Alternatively, all workers at firms that have FDI according to outside sources are coded with a value 

of one. Not surprisingly, the effects for those who do not realize that they are working for foreign-

invested firms are somewhat weaker.  



46 
 

 
 

Exporter is equal to one if the respondent reported that the enterprise where he or she 

works is “engaged in export activities.”  

3.2.2 Control Variables 

Control variables include age, educational dummy variables,
33

 income measures, sex, 

occupational dummy variables, and industry dummy variables as these have been 

shown in numerous studies to influence economic insecurity and social welfare 

preferences. Variables indicating whether there are other workers in their household, 

whether the respondent’s household has savings, and the existence of spells of 

unemployment since 1991 are also included as these can reasonably be expected to 

influence perceptions of employment insecurity or the respondent’s ability to self-

insure against job loss.  

3.3 Results 

H1: Workers in foreign-owned firms perceive themselves as better 

off than equivalent domestic workers.   

With the data analysis used in this chapter, I am able to test “better off” in 

terms of both income and benefits available to the workers. For income, the survey 

simply asked respondents to list the monthly wages from their job after taxes and 

mandatory deductions.
34

 This analysis is conducted using OLS regression with robust 

                                                           
33 Specialized vocational training is the omitted (and modal) category.  
34

 For this analysis, I excluded 21 respondents who reported working at least 20 hours per week but 

receiving no wages. It is possible that these data are accurate and these workers are in a situation with 

wage arrears. However, no firm had any significant number of workers reporting zero wages and 

generally that phenomenon is firm-wide when it occurs. Furthermore, since a wage arrears situation 

would be very unusual at a foreign-owned firm including these aberrant wage figures would bias the 

result in favor of higher wages at a foreign-owned firm.  
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standard errors clustered by industry of employment.
35

 The regression analysis of 

these responses, with robust standard errors and clustered by industry is presented in 

Table 3.1. Workers in MNCs report significantly higher wages than those in 

domestically-owned firms. Workers in exporting firms do not report significantly 

higher wages than in non-exporting firms.
36

  

In this data, unlike most survey data, I am not reliant wholly on the 

respondents’ account of their firm’s status with respect to ownership because I can 

link the respondent to the place of employment and have outside information on those 

firms. Not all MNC workers correctly identified the foreign ownership of their place 

of employment. I am able to calculate average wage effects for both those reporting 

that they are in foreign invested firms and those who are actually in such enterprises.37 

For all FDI workers (including those incorrectly identifying their firm ownership) the 

difference in wages due to foreign ownership is 280 hryvna. For the workers who 

correctly self-report foreign ownership, the coefficient for fdiworker jumps to over 

500 hryvna (about 56 USD). The mean wage for all respondents in these data is 1300 
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 I am acutely aware of the criticism of the use of robust standard errors (for example, King and 

Roberts 2012). The statistical models in this chapter incorporate them, due to questions that have arisen 

about the estimations when they are omitted. However, the models do not differ in terms of sign and 

significance for the independent variables of interest (FDIworker and exporter) whether a correction for 

robust, clustered standard errors are included or not.  
36

 All the MNCs are engaged in export activity. The models were run testing “exporter” according to 

different specifications. One specification of the dummy variable coded MNCs and domestic exporters 

as 1 and another measure of exporter coded only domestic exporters as 1. The results presented here 

represent the first measure (including all exporters), but the results do not change in substance or 

significance when the non-FDI exporter definition was used. In subsequent tables, the “Export” variable 

is also the one coded as one for all exporters (including MNCs). If use of the non-FDI exporter variable 

changes the sign or significance for FDIworker, that will be noted in footnote. 
37

 The group of workers who work for MNCs but are not aware of that fact is interesting primarily for 

the income and job quality dependent variables. For other dependent variables, which are purely 

subjective, I would expect to see a result primarily for those who recognize the globalization-link to 

their employment since workers’ perceptions should not be expected to be influenced by information of 

which they are unaware. 
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hryvna. The estimated effect of MNC employment is greater than the gender wage gap 

or the return on a university education.  The difference in the magnitude of the 

coefficient between the self-reported FDI workers and the actual FDI workers may be 

due to a correlation between the degree of foreign ownership (partial vs. 100% foreign 

ownership) and both the size of the wage premium and the cognizance that workers 

have of the true ownership. 

While higher income is beneficial, it does not necessarily translate into a 

perceived higher level of well-being. However, using responses to the more subjective 

question “To what extent does your household income cover your necessary 

expenses?” with seven responses ranging from “Often we do not have money and 

food” to “We have plenty” also produces positive and significant results in ordered 

probit analysis. 

Those who work in exporting firms may differ significantly in their wages 

from non-exporting domestic firms. However this effect is significant only in the 

model assigning MNC employment to all workers, even those unaware of the foreign 

ownership of their firm. It is also substantively small—even where significant, it is 

less than a quarter of the size of the FDIworker coefficient. This is one indication that, 

at least in the context of Ukrainian exporters in a global financial crisis, workers in 

exporting firms do not benefit in terms of income from their connection to the global 

economy in the same way that MNC workers do.  
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Table 3.1: How much do you earn from your job after taxes each month? 

Fdiworker (actual) 280.0   

  (26.8)**   

Fdiworker (self-reported)   538.8 

    (123.2)** 

Export  63.9 34.7 

  (12.4)*** (34.9) 

Age 1.4 1.8 

  (1.2) (0.1) 

Female -375.3 -347.8 

  (58.0)*** (48.7)*** 

University Ed. 227.3 209.3 

  (70.4)** (84.3)* 

High-level management 1208.3 1257.0 

  (283.3)** (320.5)** 

Departmental management 510.8 526.7 

  (124.4)** (143.4)** 

Specialist 134.0 183.9 

  (63.5) (85.2) 

Associate professional 152.9 163.5 

  (80.3) (90.2) 

Unskilled worker -51.8 -14.8 

  (41.8) (73.0) 

Unemployed since 91 34.4 51.8 

  (45.9) (50.3) 

East Low -243.0 -236.7 

  (104.2)* (131.5) 

West High  -165.4 -12.3 

  (160.4) (135.6) 

West Low -270.5 -211.3 

  (141.8) (15.4) 

Constant 1167.3 1020.3 

  (118.9)*** (109.0)*** 

Observations 597 579 

R-squared 0.3 0.3 

OLS results. Robust standard errors in parentheses, clustered by industry. The 

analysis also includes dummy variables for industry and three additional 

educational categories. 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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The control variables are as expected. Women earn significantly less than men 

in Ukraine, which is borne out by these data. There is no significant wage difference 

for workers who have a complete secondary education, a secondary-vocational 

education, and an incomplete higher education. Those with a complete higher 

education earn significantly more. Those in managerial positions earn more money 

than skilled workers, but the wages of other technicians and specialists do not differ 

significantly from those of skilled workers.
38

  In these data, the cities do not differ 

significantly from each other in the wages reported by the respondents (dummy 

variables for each of the cities are not significant, as would be expected due to the 

matching design in the selection of the cities).  

Surprisingly, few significant differences exist between MNC workers and 

others in the benefits afforded by the employers (see Table 3.2). Workers in MNCs 

report that their employers provide medical benefits, maternity leave, and child 

benefits
39

 at significantly lower levels when compared using simple cross-tabulations, 

but in a probit analysis, foreign ownership is not a significant factor in whether 

workers reported having medical or child benefits. MNC workers are significantly less 

likely to respond in the affirmative than other workers about maternity benefits, but 

they are no more likely to respond in the negative. Over 28% of MNC workers 

                                                           
38

 The occupational categories are not highly correlated with education. 48% of the “skilled workers” 

have professional-technical education as do 46% of the unskilled workers, and 19% of the management. 
39

 Respondents were also asked about paid sick leave and paid vacation. These responses were 

overwhelmingly positive. Only 10 (for vacation) and 12 (for sick leave) of the 880 workers included in 

this survey said that their enterprise did not provide this benefit. Because of the rarity of the negative 

responses, it was not possible to conduct meaningful probit analyses due to the number of dropped 

variables. 
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responded that they “don’t know” about their firm’s maternity leave policies in 

contrast with less than 9%  at Ukrainian firms. 

One benefit which is offered at significantly higher levels by MNCs, even 

when controlling for industry and occupation, is payment for education or increasing 

qualifications. The probit results are presented in Table 3.2.
40

 The marginal effects of 

FDIworker (as shown graphically in Figure 3.1) indicate that working at an MNC 

increases the probability that a worker replied that the firm provides training by nearly 

35%. Training at the company’s expense may partially explain the wage differences 

between the MNC workers and the other workers, even though the workers do not 

differ in educational attainment or other standard measures of skill level. It is 

important to note that MNC workers in this setting, according to these data, are no 

more likely to have full or partial-higher education than workers at other firms. 

Productivity and skill differences if they exist and if they account for the wage 

differences may also be attributable to employment with the MNC and the greater 

opportunities for training that it affords, as reported by these workers. 

 

 

 

 

                                                           
40

 Since fixed effects (which have to be included for education, industry, occupation, and city) bias 

probit results, the results were confirmed using linear probability models. The effect of FDIworker is 

significant at the 5% level and has a coefficient of 0.3 for the responses about training. For the other 

types of benefits (including maternity leave) FDIworker remains insignificant. 
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Table 3.2: Benefits for MNC vs. Domestic Sector Workers 

Does Your Firm Provide  Any of the Following Benefits? 

 

Medical 

Benefits 

Paid 

Maternity 

Leave Childcare  

Paid 

Training  

FDIworker 0.17 -3.31 0.12 0.95 

 

(0.39) (0.37)*** (0.38) (0.31)*** 

Export  -0.11 1.83 0.24 0.26 

 

(0.12) (0.51)*** (0.11) (0.15) 

Age 0.004 -0.007 -0.01 -0.007 

 

(0.01) (0.01) (0.004)*** (0.01) 

Female -0.20 0.45 -0.14 -0.17 

 

(0.13) (0.23)* (0.17) (0.12) 

Unemployed since 

91 0.36 0.62 0.18 0.05 

 

(0.10)*** (0.30)** (0.09) (0.10) 

Have Savings -0.52 -0.15 -0.45 0.46 

 

(0.21)** (0.41) (0.21)*** (0.11)*** 

East Low 0.16 -1.13 -0.04 -0.29 

 

(0.46) (0.45)*** (0.41) (0.63) 

West High  0.67 -0.86 1.13 0.22 

 

(0.63) (0.39)** (0.45)** (0.28) 

West Low -0.09 -1.63 -0.24 -0.21 

 

(0.45) (0.83)** (0.39) (0.35) 

Constant -0.34 3.08 -0.84 -0.25 

 

(0.62) (1.00)*** (0.90) (0.60) 

Observations 645 693 561 572 

Pseudo R2 0.079 0.454 0.136 0.103 

Probit Analysis. Robust standard errors, clustered by industry, in parentheses. 

Industry, education and occupational dummy variables included in the 

analysis, but excluded from the table for ease of presentation. 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Graph 3.1: Marginal Effects of FDI on the Provision of 

Firm-Provided Benefits 

 
 

 

 

Working for an exporting firm does not matter for these benefits, with the 

exception of maternity leave. As with the negative effect on FDIworker for this 

response it appears to be due to a high level of “Don’t Know” responses. Again this 

casts doubt on whether, in this context, those who work at exporting firms could be 

considered another class of “insecure winners.” Since they do not report better income 

or better benefits, it appears that, according to the most common objective measures, 

these workers would not perceive themselves to be “winners.” From a broader 

perspective, it is possible that these workers do benefit since exporting supports the 

existence of jobs (of any quality) for them. It is unclear whether workers would be 

aware of such an influence. Even if they were cognizant of the tie between 
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international trade and their own jobs’ existence, such a connection would not induce 

a fear of job loss greater than that among workers in domestic firms.  

H2: MNC workers are less certain about their ability to find 

another “good” job if they were to lose their current job.  

A first measurement of this concept is the response to the question “If you 

were to lose your job, how difficult or easy would it be for you to find a job in your 

specialty?” with the responses being a 5-point Likert scale from Very Easy (1) to Very 

Difficult (5).  While MNC workers who recognize that they work at foreign-owned 

firms report greater difficulty finding a new job than others in some model 

specifications, the results here are not robust. Unfortunately, this question does not 

encompass the possible loss of income or benefits with getting a different job in the 

case of job loss.  

A more generally worded question asking “How easy is it in your city for a 

person, who wants to work in their specialty and with an appropriate wage, to find 

work?” was also asked in the survey. The responses are the same Likert scale as for 

the previous question. While this question does not get at the difficulty of the 

respondent finding a “good” job for himself, a comparison of the two answers is 

supportive of the idea that MNC workers perceive greater difficulty for themselves 

than they do for other people. I constructed a dependent variable from the difference 

of the responses to the question asked in the previous paragraph—about personal 

difficulty—and this question—about general difficulty in the respondents’ city. This 

constructed dependent variable theoretically ranges from -4 to 4. In the data, actual 
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responses ranged from -3 to 3, with no observations yielding a value of 2.   Since 

greater difficulty of finding a job has a higher value, more positive values of this 

constructed variable mean that the worker perceives greater personal difficulty for 

herself/himself than for the average worker, zero means they perceive the same level 

of difficulty, and negative values indicate that he or she feels it would be easier for 

him or her than for the average person in the city to get a job.  

For this constructed variable, being an MNC worker has a positive effect. 

Ordered probit results are presented in Table 3.3.
41

 MNC employment is significant at 

the 2% level if the robust standard errors are clustered by city and is more weakly 

significant at the 6% level if the robust standard errors are clustered by industry of 

employment.
42

 Relative to a domestically-owned, non-exporting firm, exposure to FDI 

decreases the probability that MNC workers report having an easier time finding a job 

than others by more than 16%. Being an exporter employee increases the probability 

of reporting an easier time than others by 8%. MNC workers may feel that their 

personal difficulty in finding a new job is greater than the difficulty they assign to 

other people in finding a job. Of course, compared to the answers by other respondents 

about their own difficulty finding a job, this is only their perception. This difference 

does not exist when comparisons are made to actual responses of domestic sector 

workers. 

                                                           
41

 Because workers over pension age (55 in Ukraine) would be expected to have significantly greater 

difficulty finding a job, I restrict the sample to workers under the age of 55 for this analysis.  Age 

remains highly significant. If the pension-aged workers are included, MNC workers do not differ 

significantly on this dependent variable. 
42

 Using OLS analysis FDIworker is weakly significant with a coefficient of 0.35 (standard errors are 

0.12 and 0.15 depending on clustering). Exporter is not significantly different from zero. 
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Table 3.3: Relative Ease of Finding a New Job, Self vs. Other 

Fdiworker  0.44 0.44 

 

(0.18)** (0.23)* 

Export -0.20 -0.21 

 

(0.22) (0.16) 

Wages (1000 UAH) 0.11 0.11 

 

(0.06)** (0.08)  

Age 0.01 0.01 

 

(0.003)*** (0.003)*** 

Unemployed since 91 0.10 0.10 

 

(0.07) (0.16) 

Sole Provider -0.18 -0.18 

 

(0.1)* (0.17) 

Have Savings -0.23 -0.23 

 

(0.13)* (0.20) 

East Low 0.12 0.12 

 

(0.12) (0.15) 

West High 0.31 0.31 

 

(0.13)** (0.18)* 

West Low 0.04 0.04 

 

(0.08) (0.27) 

Cut 1 -1.35 -1.35 

 

(0.26) (0.48) 

Cut 2 -0.63 -0.63 

 

(0.31) (0.48) 

Cut 3 0.72 0.72 

 

(0.29) (0.35) 

Cut 4 2.62 2.62 

 

(0.28) (0.38) 

Cut 5 3.78 3.78 

 

(0.56) (0.55) 

Observations 487 487 

Pseudo R2 0.037 0.037 

Prob > χ2 0.105 0.105 
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Ordered probit results. Robust standard errors in parentheses (clustered by 

city in the left column and by industry in the right). Respondents of pension 

age were excluded from this analysis. Industry, education, gender, and 

occupational variables included in the analysis, but excluded from the table. 

* significant at 10%; ** significant at 5%; *** significant at 1% 

 Another survey question, which does get at possible lower benefits from a new 

job in case of job loss is “Which of these do you fear most if you were to lose your 

job?.” The possible choices presented to survey participants on a card and the relative 

distribution of responses are listed in Table 3.4. 

Table 3.4: If You Were to Lose Your Job What Would Be Your Greatest Fear?  

 

Frequency Percent 

Lower Pay at a New Job  119 13.5 

Inability to Find New Job 595 67.6 

Inability to Pay Medical Expenses 27 3.1 

Necessity to Move in Search of Work 46 5.2 

Needing to Take a Lower Status Job 16 1.8 

Losing Respect of Family & Friends 9 1.0 

Don't Know 68 7.7 

Total 880 100 

   
The results of the multinomial logit analysis with robust standard errors 

clustered by industry (or city) in Table 3.5 include all control variables included in 

Table 3.3 (plus industry and occupational dummy variables). MNC workers are 

significantly more worried about having to take a job with lower wages than they are 

about not finding any job or any of the other outcomes except the necessity to move in 

search of work, for which the difference is insignificant. Relative to a worker in a firm 

without exposure to the international economy (FDIworker and Exporter both equal to 
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zero), being an MNC worker increases the probability of choosing the “Lower Pay” 

option by 17% (13% relative to a worker at a domestically-owned exporter).   

Even though these results show that fear of not finding a new job is less likely 

to be the primary concern of  MNC workers, it does not lessen their potential demand 

for unemployment insurance or other forms of assistance. If they fear a loss in income, 

they may want to ensure they have access to unemployment insurance to prevent them 

from having to immediately take a lower-wage job or want to ensure that the state 

provides other services to prevent them from having to purchase those services at a 

potentially lower income.  

This is in contrast to workers in exporting firms, who are no more likely to 

choose the concern of “Lower pay at a new job” than any of the other possible 

choices. This provides yet another indication that combining trade and FDI when 

considering the effects of globalization on individuals and their preferences may be an 

incorrect approach. It also indicates that workers in the export sector do not experience 

the fear that job loss will lead to a lower standard of living, which is one of the sources 

of job insecurity discussed in this model.   

 

 

 

 



 
 

 
 

5
9
 

Table 3.5: Multinomial Logit Results: What would be your greatest fear? 

    

Lower 

Pay vs. 

Not Find  

New Job  

Lower 

Pay 

vs.Not 

Pay 

Medical 

Lower 

Pay vs. 

Need to 

Move 

Lower 

Pay vs. 

Low 

Status 

Job 

Lower 

Pay vs. 

Losing 

Respect 

Lower 

Pay vs. 

DK 

FDIworker 

 

1.12 24.38 1.57 24.47 -8.94 1.49 

  

(0.44)** (0.97)*** (0.97) (0.97)*** (0.97)*** (0.43)*** 

Exporter 

 

-0.35 -0.75 -0.23 -0.51 -9.93 -0.49 

  

(0.39) (0.79) (0.71) (0.67) (6.29) (0.37) 

Change in Predicted Probabilities 

  
Lower 

Pay 

Not Find 

a New 

Job 

Not Pay 

Medical 

Need to 

Move 

Low 

Status 

Job 

Losing 

Respect DK 

FDIworker 0.17 -0.15 0 0 0 0 -0.02 

        Exporter -0.03 0.02 0 0 0 0 0.01 

Observations 505 
      Pseudo R 0.262 
      

Robust standard errors clustered by industry. All variables from Table 3.3 and industry and 

occupational variables included in this analysis. Respondents older than pension age were 

excluded from this analysis. The change in probability relative to a worker in a firm that does 

not export or have FDI and is indicated as 0 if it is between -.001 and .001 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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H3: MNC workers perceive a higher probability of job loss than 

similarly positioned domestic-sector workers.  

To test perceptions of employment security, the response to the following 

survey question is used as a dependent variable, “In your opinion, how likely is it that 

you will lose your job during the next 12 months?” The responses are a 5-point Likert 

scale ranging from Very Unlikely (1) to Very Likely (5). Again, the responses are a 5-

point Likert scale ranging from Very Unlikely (1) to Very Likely (5).  

Table 3.6 reports the results for the ordered probit analysis using this the 

respondent’s assessment of the probability that they will lose their job in the coming 

year.
43

 A positive coefficient on fdiworker means the respondents reported greater 

insecurity than workers in domestically-owned firms. With this dependent variable, it 

is possible that foreign ownership could influence this variable even if workers are not 

aware of that ownership, so actual ownership and self-reported ownership are included 

in separate models (left and right columns of Table 3.6, respectively). In both cases, 

employment with a foreign-invested enterprise leads to belief that there is a greater 

probability of job loss.  

Working for an exporting firm, however, has no significant effect on an 

individual’s beliefs about the likelihood of losing his job.  Due to the matching 

research design of this study and comparison of the collected survey data, this 

                                                           
43

 Using an LPM model to estimate the scale confirms the significance (at the 5% level) of MNC 

employment and shows the effect of FDIworker to be 1.12 for the self-reported MNC employment 

variable.  
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difference is not driven by differences in skill level, class or cultural influences 

between domestic workers and the workers employed by exporters or MNC. 

Translating the ordered probit results into changes in probabilities for the 

different levels of perceived probability of job loss shows that MNC workers (all) 

have a probability of choosing that they are “Likely” or “Very Likely” to lose their job 

that is 20% higher than a worker in a domestically-owned non-exporting firm. For 

self-reported MNC workers, the percentage of choosing the two most insecure options 

increases by more than 40%. 

One possible explanation for this result is that the combination of exposure to 

new sources of volatility in the international market and reduction in the influence of 

domestic sources of volatility (which are shared with domestic firms) leads to 

insignificant differences between the groups. Another possibility is that, unlike 

foreign-invested firms, many of the exporting firms included in this study follow a 

more traditional post-communist employment model than do foreign-invested firms. 

This would mean that workers would fear reduced hours, furloughs, or wage arrears, 

rather than thinking it likely that they would actually lose their jobs.  

The results for many control variables are consistent with the findings of other 

studies. People who have savings, are mid-level (but not senior) management, and 

work in industries other than construction or manufacturing are more secure in their 

jobs, as are younger people. 
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Table 3.6: Perceived Probability of Job Loss 

Fdiworker (actual) 0.49 

 

 

(0.24)** 

 Fdiworker (self-reported) 

 

1.24 

  

(0.33)*** 

Export -0.002 -0.08 

 

(0.18) (0.17) 

Wages (1000 UAH) -0.29 -0.33 

 

(0.04)*** (0.05)*** 

Age 0.02 0.02 

 

(0.002)*** (0.003)*** 

Unemployed since 91 -0.12 -0.15 

 

(0.12) (0.10) 

Sole Provider -0.12 -0.14 

 

(0.06)** (0.09)* 

Have Savings -0.41 -0.54 

 

(0.09)*** (0.17)*** 

East Low 0.02 0.10 

 

(0.34) (0.28) 

West High -0.59 -0.29 

 

(0.51) (0.43) 

West Low -0.24 -0.08 

 

(0.39) (0.41) 

Cut 1 -1.64 -1.58 

 

(0.50) (0.50) 

Cut 2 -0.58 -.49 

 

(0.45) (0.44) 

Cut 3 -0.10 .02 

 

(0.42) (0.40) 

Cut 4 1.24 1.37 

 

(0.30) (0.30) 

Observations 535 518 

Pseudo R2 0.075 0.086 

Prob > χ2 0.000 0.000 

Ordered probit results. Robust standard errors in parentheses 

clustered by industry. Respondents of pension age were excluded 

from this analysis. Industry, education, gender, and occupational 

variables included in the analysis, but excluded from the table 
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However, probability of job loss does not necessarily lead to a demand for 

compensation. If a person is sure of finding a good job immediately after losing a 

current job, then even with a high probability of job loss should not produce economic 

insecurity (as elaborated by Rickard (2006) an Mughan and Lacey (2002)). In order to 

identify the workers who are truly insecure, I interact the perceived probability of job 

loss with responses to the following question: “If you lose your job, how difficult or 

easy would it be for you to find a new job in your specialty?” which also has responses 

coded as a 5-point Likert scale. Figure 3.2 summarizes how the interaction of the two 

components of job insecurity can produce economic insecurity. If job loss is unlikely, 

but outside labor market prospects are dim, then a worker’s worry comes from the 

future possible increase in the probability of job loss. This may induce some demand 

for compensation depending on risk aversion and the perceived stability of their firm’s 

situation. However, this demand will probably be weaker than, demand for 

compensation from those who feel job loss is probable.  

If job loss is probable, but it is not difficult to find a new job, workers will feel 

low insecurity since there is some possibility of remaining unemployed or having to 

take a “bad” job, but it does not weigh heavily in their preferences and worries. 

Workers who face both probable job loss and difficulty finding a new job are the ones 

whose situation most resembles the situation of the comparatively disadvantaged from 

globalization and will have the strongest preferences in favor of government social 

protections. 
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Difficulty in Finding a New Job 

  

Not Difficult Difficult 

Probability 

of Job Loss 

Not 

Likely 
No Insecurity Low Insecurity 

Likely Low Insecurity 

High Insecurity:  

Strong Demand 

for Compensation 

Figure 3.2: Different Types of Economic Insecurity 

 I construct a binomial dependent variable to identify workers in the “High 

Insecurity” category. For this variable to be coded as 1, the respondent chose either 

“Likely”(4) or “Very Likely” (5) as their perceived probability of job loss and chose 

either “Difficult” (4) or “Very Difficult” (5) as their perceived difficulty of finding a 

suitable new job. The marginal effect of FDIworker on the probability that a 

respondent falls into this high insecurity category is 50% (with a standard error of 6%, 

making the marginal effect highly significant). Using King et al.’s Clarify software to 

analyze the data reveals that the predicted probability of a worker falling into the 

bottom right quadrant of Figure 1 is 0.86 if he or she is an MNC employee, but only 

0.38 otherwise. 

H4: MNC workers do not differ from other workers in their 

opinions about redistribution and inequality.   

Since the model proposed in this dissertation argues that it is the insurance 

function of welfare state driving welfare state preferences among MNC employees, I 

test redistributive preferences to see whether they may also contribute to differences in 

the welfare preferences. Those facing greater insecurity themselves can demand 
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welfare as insurance for themselves without being excluded from desiring greater 

equality as well. The difficulty in asking about which concern is driving welfare 

preferences is that many aspects of social programs serve both redistributive and 

insurance functions (i.e., unemployment is redistributive while you are employed, but 

insurance if you lose your job).  

The survey conducted in Ukraine contains two measures that might potentially 

get at the redistributive preferences of workers.  First, the participants in the survey 

were asked which of the following statements they agreed with more: 1) If the budget 

is limited, the government should focus on financing programs that primarily help the 

poorest levels of the population; or 2) If the budget is limited, the government should 

focus on financing programs that are useful to all Ukrainians. The first choice is more 

redistributive. Unfortunately, this question also potentially has an insurance attribute 

to it, since a spell of unemployment would qualify most workers as among the poorest 

in the country.  

Results are shown in Table 3.7. The marginal effect of FDIworker on the 

probability of preferring programs targeted to the poor is 17% (for only the self-aware 

MNC workers) and 23% (for the sample of all MNC workers). MNC workers were 

significantly more likely to choose the first option in favor of welfare programs 

targeted at the poor. Given the sample selection of this survey this could indicate 

either that they are actually more pro-redistribution than other workers, they interpret 

it as insurance, or that they are more aware that as residents of small, provincial cities 

they fit into the category of poorer Ukrainians. This neither supports nor negates the 
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proposition that they desire greater government involvement in welfare state 

outcomes. In fact, this analysis reveals that Ukrainians view redistribution somewhat 

differently than is often found in western contexts. Those with higher income are 

significantly more likely to favor policies that benefit the poor, rather than all 

Ukrainians. This is obviously contrary to the assumptions of the Melzer-Richards 

model and may be a function of socialist or post-communist socialization. It may 

mean that workers in domestic firms feel that they cannot afford redistributive 

policies, while MNC workers do.  

Another question that examines whether the welfare preferences of MNC 

workers are redistributive asks which of the following statements the respondent 

agreed with more: 1) Unemployment stipends, pensions, and other social benefits 

should be the same for all, regardless of their work, specialty, or earnings; or 2) 

Unemployment stipends, pensions, and other social benefits should depend on the 

wages a worker receives during his working years.
44

 Agreement with the first option 

signifies preferences for a more redistributive formulation of welfare policy. On this 

question, MNC workers did not differ significantly from domestic sector workers.
45

 

Results of a probit analysis are shown in table 3.8. The dependent variable is a dummy 

variable equal to one if the respondents chose the first statement.  

 

                                                           
44

 Participants were shown the two choices on a card. Bold text included on the card. 
45

 In the specification with self-reported MNC employment and non-FDI exporters, MNC employment 

significantly decreases workers choosing the response that social benefits should be the same for 

everyone. However, multinomial analysis, shows that they are more likely to have given an “I don’t 

know” response than are workers in domestic firms. 
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Table 3.7: Focus on Social Programs for the Poorest? (Versus for All) 
 Fdiworker (self-reported) 0.46  

  

 
(0.11)*** 

  Fdiworker (actual) 

 

0.6  

 

  

(0.11)*** 

 Export  -0.19 0.19 

 

 
(0.07)** (0.12) 

 HH Income (1000 UAH) 0.06  0.07  

 

 

(0.07)  (0.07)  

 Age 0.009 0.008  

 

 

(0.02)*** (0.02)*** 

 Female -0.21 -0.18 

 

 

(0.14) (0.13) 

 University Ed. 0.09  0.09  

 

 

(0.32) (0.27) 

 Partial University -0.45 -0.47 

 

 

(0.37) (0.32) 

 Technical Training 0.31  0.25  

 

 

(0.16)** (0.11)** 

 Incomplete Secondary 0.14  0.20  

 

 

(0.47) (0.47) 

 Unemployed since 91 0.12  0.18  

 

 

(0.07)* (0.05)*** 

 Soleprovider 0.18  0.19  

 

 

(0.11) (0.11)* 

 Have Savings 0.47  0.29  

 

 

(0.27)* (0.29) 

 East Low 0.34  0.42  

 

 

(0.06)*** (0.07)*** 

 West High  0.30 0.20  

 

 

(0.06)*** (0.05)*** 

 West Low 0.35  0.38  

 

 
(0.08)*** (0.05)*** 

 Constant -1.13 -1.27 

 

 

(0.41)*** (0.37)*** 

 Observations 616 637 

 Probit regression results. Robust standard errors in parentheses, clustered by city. (Clustering 

by industry produces similar results). Industry and occupational dummy variables included in 

the analysis, but excluded from the table. 
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Table 3.8: Social Benefits Should Be the Same for All? (Versus Dependent 

on Workers' Wages) 

 Fdiworker (self-reported) -0.006  

 

 

(0.47) 

 Fdiworker (actual) 

 

0.26  

  

(0.16) 

Export  -0.72 -0.84 

 

(0.33)** (0.27)*** 

HH Income (1000 UAH) 0.04  0.04  

 

(0.04)  (0.04)  

Age -0.02 -0.02 

 

(0.01)* (0.01)* 

Female -0.09 -0.12 

 

(0.07) (0.08) 

University Ed. -0.27 -0.28 

 

(0.39) (0.38) 

Partial University -0.07 -0.04 

 

(0.32) (0.31) 

Technical Training 0.2  0.23  

 

(0.31) (0.29) 

Unemployed since 91 0.08 0.05 

 

(0.21) (0.22) 

Soleprovider -0.01 -0.007 

 

(0.10)** (0.11)* 

Have Savings -0.31  -0.20 

 

(0.16) (0.12) 

East Low 0.19  0.21  

 

(0.15) (0.16) 

West High  0.18  0.16  

 

(0.26) (0.11) 

West Low 0.39 0.55 

 

(0.20)* (0.13) 

Observations 596  616  
Probit regression results. Robust standard errors in parentheses, clustered by city. 

(Clustering by industry produces similar results). Industry and occupational dummy 

variables included in the analysis, but excluded from the table for ease of presentation. 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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H5:Workers in foreign-owned firms report greater preferences for 

welfare programs.  

In these models (and the following measures of welfare state preferences), instead 

of using the workers’ wages, I use the correlated measure of workers’ reported total 

household income since total income is likely to be more relevant than just the 

workers’ own wages (non-wage income or wages of a spouse can change the need for 

wage replacement in case of unemployment).  In addition, unlike the job-related 

responses, the policy preference responses differ by region--a higher proportion of 

workers in western Ukraine chose the lower tax-lower benefit option and in Eastern 

Ukraine they chose the higher tax-higher benefit option. These results report robust 

standard errors clustered by city, rather than industry.
46

   

Table 3.10 presents the ordered probit analyses of responses to a question asking 

which of the following statements respondents agreed with most.  

 The state should raise taxes for enterprises and citizens and spend more on 

health care, education, social assistance and unemployment assistance. 

  The state should leave taxes and expenditures on health care, education, social 

assistance and unemployment payments at their current levels. 

                                                           
46

 This choice is more appropriate given the structure of the preferences data. It does not change sign or 

significance for any of the welfare preference outcomes, with the exception of the individual programs. 

The pattern of significance changes slightly depending on the clustering of the standard errors.  
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 The state should lower taxes for enterprises and citizens and spend less 

on health care, education, social assistance and unemployment 

assistance.
47

 

Using this trichotomous measurement about decreasing, leaving unchanged, or 

increasing taxes and social spending, we see that FDI-exposed workers are more likely 

to choose the higher tax-higher spending alternative than are domestic workers in their 

assessment of this question. Relative to a worker at a domestically-owned, non-

exporting firm, MNC employment increases the probability of choosing greater 

welfare spending (even when it is connected to higher taxes) by 20% when using the 

sample of all MNC workers and 26% when using only those who recognize their 

exposure to FDI. The question’s explicit linking of taxes and social programs makes 

this analysis a more complex test than has been handled in any micro-level study of 

the compensation hypothesis, yet the responses still indicate that FDI is associated 

with greater demand for compensation.  

Table 3.9: Change in the Probability of Choosing 

  

High Tax-High 

Spend Status Quo 

Low Tax-Low 

Spend 

Fdiworker (self-reported) 0.26 -0.14 -0.11 

Fdiworker (actual) 0.20 -0.10 -0.10 

Export  -0.13 -0.04 0.17 
Predicted change in probability relative to a worker where FDIworker=0, Export=0, and the rest of the 

control variables are set to their means. 

 

 

                                                           
47 Bold in the original. Respondents were given a show card with these three statements. 
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Table 3.10: With Which Choice Do You Most Agree?: 1) More Taxes, More 

Spending; 2) Status Quo; 3) Lower Taxes, Less Spending 

Fdiworker (self-reported) -0.71 

  

 
(0.27)*** 

  Fdiworker (actual) 

 

-0.56 
 

  

(0.18)*** 
 Export  0.52 0.55 
 

 

(0.20)** (0.15)*** 
 HH Income (1000 UAH) -0.08 -0.08 
 

 

(0.04)** (0.03)** 
 Age -0.002 0.003 
 

 

(0.01) (0.01) 
 Female -0.004 10.02 
 

 

(0.10) (0.11) 
 Unemployed since 91 -0.18 -0.18 
 

 

(0.8) (0.18) 
 Soleprovider -0.19 -0.16 
 

 

(0.20) (0.20) 
 Have Savings -0.08 -0.14 
 

 

(0.20) (0.2) 
 East Low 0.06 0.17 
 

 

(0.05) (0.05)*** 
 West High  0.31 0.54 
 

 

(0.18) (0.14)*** 
 West Low 0.42 0.51 
 

 

(0.16)** (0.13)*** 
 Cut 1 -1.17 -1.08 
 

 

(0.35) (0.39) 
 Cut 2 0.59 0.65 
 

 

(0.52) (0.55) 
 Observations 504 523 
 Pseudo R2 0.064 0.064 
 Prob > χ2 0.758 0.818 
 

Ordered probit results. Robust standard errors in parentheses, clustered by city. 

(Clustering by industry produces similar results). Industry, education, and 

occupational dummy variables included in the analysis, but excluded from the 

table for ease of presentation. 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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However, the export variable is significantly related to a preference for increasing 

taxes and social spending. Those who work in exporting firms have preferences 

contrary to the assumptions of the compensation hypothesis--they would prefer lower 

levels of both taxation and spending on health care, education, social assistance 

programs, and unemployment insurance. Their income and feelings of economic 

insecurity are not significantly different from domestic workers’ reported responses, 

so there is no clear expectation that they would desire more compensation than 

domestic workers either as insecure winners or as workers comparatively 

disadvantaged by globalization.
48

 It is somewhat surprising that they favor 

significantly lower taxes and benefits than domestic workers.  

While an explanation of this finding lies outside of the model presented in this 

dissertation, the most likely explanation is that workers at exporters face different 

types of taxes than other firms. Concurrent with the conduct of the survey (summer 

2010), several news stories
49

 were published to that effect that Ukrainian government 

was, in effect, submitting exporters to double taxation by not issuing reimbursement 

for the Value Added Tax (VAT). Since the VAT has to be paid when the good is 

imported this represented a significant additional tax on exporters. While a number of 

foreign-owned firms were visibly affected because they also engage in export—a 

German MNC even filing a suit against the Ukrainian government for the losses—this 

does not seem to have overridden the personal economic concerns of MNC workers. It 

                                                           
48

 While exporting is often seen as a sign of comparative,e the survey asks only about exporting 

generally. This is not the same as a question about comparative advantage because workers are not 

reporting net exports (which they would probably be unable to answer), but any export activities. 
49

 Interfax-Ukraine. “German businessman to file claim against Yanukovych, says Deutsche Welle,” 

Kyivpost, July 13, 2010; “Верни, если сможешь,” Korrespondent, No. 26, 8 July 2010. 
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may be that the timing of those stories or the non-reimbursement policy of the 

government itself induced an anti-tax sentiment among workers at exporting firms. 

This may explain why even though there is a regional difference in welfare state 

preferences, the sign and significance of the effects of exporting (and FDI) are the 

same even when the ordered probit analysis is conducted for each region separately. 

As an alternative measure of social preferences an additive index
50

  was 

constructed using a set of questions about the extent to which the respondent feels the 

government is responsible to provide the following: 

 A job, for all who want to work 

 Health care 

 Reasonable living conditions for the elderly 

 Reasonable living conditions for the unemployed  

 Reasonable living conditions for those with limited possibilities 

 Vocational or higher education for all those who want it 

 Professional retraining/increasing qualifications for all those who have lost 

their jobs. 

 Support for pregnant women and mothers of young children 

 Childcare centers for children of working parents 

 Food and the most necessary goods 

 Gas, heat and electricity 

Respondents choose from five options for each of these areas, ranging from “The 

state is completely not responsible for this” to “The state is fully responsible for this.” 

Of those who reported an opinion for all 11 policy areas, 1% of the survey respondents 

                                                           
50

 The appropriateness of combining these survey items into a single index is attested to by the high 

value of Cronbach’s Alpha (.93).  
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chose the lowest level of state responsibility in all areas. 10% chose full government 

responsibility for all of the welfare policies that were included in the survey. 

The median response in this scale from 11 to 55 is 35 or an average of just 

above 3 (The government is partially responsible to provide this) for each of the 11 

areas of welfare protection included in the survey. For MNC employees (self-

reporting) the median is 37. Using this operationalization of welfare preferences, OLS 

analysis
51

 confirms that working for a foreign-owned firm is correlated with favoring 

greater government responsibility for ensuring social outcomes. Table 3.11 shows the 

results. MNC employment raises the total by 6 points on this scale or an increase of 

just over half a point per welfare area. 

Working for an exporter, on the other hand, decreases the value of this index 

though the effect is only marginally significant. Since workers at exporting firms self-

report within the survey that they are paid at rates similar to workers in domestic firms 

and do not perceive their jobs to be at greater or lower risk, it is not surprising that 

their overall welfare preferences here do not strongly differ. It is unlikely that any 

differences arise due to better enterprise-level benefits, since workers at exporting 

firms only report having access to paid maternity leave (of all the benefits programs 

discussed above) at a higher rate than domestic workers.  

 

                                                           
51

When combining more than five Likert-scale responses, use of parametric analysis can be appropriate. 

Ordered probit analysis yields results that are the same with respect to sign and significance. Results 

from the linear regression are presented because of the difficulty presenting and interpreting ordered 

probit results for such a large number of values (11 to 55). Since the dependent variable may involve 

some censoring of the underlying preferences, the data were submitted tobit analysis as a robustness 

check. The results are unchanged.    
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Table 3.11: Sum of Welfare Responses 

FDIworker (self-reported) 6.03 
  

 

(1.78)** 
  Export  -4.40 
  

 

(1.04)** 
  HH Income (10000 UAH) 0.82 
  

 

(0.44) 
  Age 0.06 
  

 

(0.03) 
  Female -2.22 
  

 

(0.18)*** 
  University Ed. -1.06 
  

 

(1.29) 
  Partial University -1.12 
  

 

(4.91) 
  Technical Training -1.76 
  

 

(1.22) 
  Incomplete Secondary 3.67 
  

 

(2.18) 
  Unemployed since 91 0.53 
  

 

(0.57) 
  Soleprovider 0.73 
  

 

(1.55) 
  Have Savings -0.08 
  

 

(3.00) 
  East Low -4.00 
  

 

(0.86)** 
  West High  9.73 
  

 

(0.69)*** 
  West Low 9.06 
  

 

(1.19)*** 
  Constant 28.70 
  

 

(1.73)*** 
  Observations 420 
  R2 0.293 
  OLS regression results. Robust standard errors in parentheses, clustered by city. 

(Clustering by industry produces similar results). Industry and occupational dummy 

variables also included in the analysis. 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Often studies on the compensation hypothesis, particularly micro-level studies, 

do not differentiate between preferences for types of social spending. This study 

allows us to look more closely at the connection between insecurity and different 

specific welfare policies. In addition to an additive index created from the responses to 

these 11 survey items, I also examine whether working in a foreign-invested or 

exporting firm produces significantly different effects on an individual’s preferences 

in each specific area. Burgoon (2001) argues that, if globalization’s effect on welfare 

preferences are due to higher job insecurity, “globalized” workers will favor more 

generous unemployment insurance, labor policy protections, and job retraining 

programs. However, their preferences over types of social policy unrelated to 

employment, such as child care or pensions for the elderly may not differ from 

employees of domestic firms. In practice, it can be difficult to separate job-related 

welfare state programs from other welfare programs.  

Concern over not just job loss, but the ability to find a replacement job with 

similar earnings potential may drive workers to prefer welfare programs that are not 

directly related to the labor market. If a worker fears that their current level of income 

may decrease, they may demand government provision or insurance of certain services 

to avoid having to purchase them in a private market with their future diminished 

earnings. In short, predictions about which of the individual welfare programs might 

be preferred by MNC workers are not falsifiable, since a significant difference 

between MNC workers and domestic workers on any of the programs may be 

consistent with the theory presented in this dissertation. 
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In addition, factor analysis reveals that survey participants’ responses for all of 

the aspects of welfare state policy included in the survey are positively and strongly 

correlated with an underlying, indiscriminant pro-welfare factor. This may be due to 

the relatively high pro-welfare sentiment in Ukraine. However, the data show that this 

pro-welfare sentiment is still stronger among MNC workers for at least some subset of 

the welfare policies included in the survey. 

The analyses of the different aspects of welfare state policies reveal that 

fdiworker and exporter are significant predictors of opinions about only some types of 

social programs. For the sake of brevity, Table 3.12 shows only ordered probit 

coefficients and standard errors for FDIworker and Export. Positive coefficients 

indicate that respondents expressed a preference for more government responsibility in 

a given area. All control variables are the same as those listed in Table 3.8 (plus the 

industry, education and occupational dummy variables that are excluded for ease of 

presentation). Table 3.13 shows the change in the probability choosing each of the five 

responses for self-reported MNC employment relative to workers reporting domestic 

ownership and non-export participation at their place of work.  MNC employment 

raises the probability of a respondent choosing the government is fully responsible for 

all outcomes by 5 to 25 percent. 

 Those who work for an enterprise with foreign ownership are significantly 

more likely to prefer greater government responsibility to provide food and basic 

necessities; reasonable conditions for the old, unemployed and those with disabilities; 

and provide vocational or higher education for all those who want it.
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Table 3.12: In Your Opinion, How Much is the Government Responsible to Provide the Following: 

   

Reasonable Living Conditions for: 

      

 
Job 

Health 

care Elderly Unemploy Disabled Educ 

Training 

for those 

who lose 

jobs 

Pregnant 

women/  

Young 

Mothers 

Childcare 

for 

Working 

Parents 

Food 

and the 

most 

basic 

goods 

Gas, 

heat and 

electric 

FDIworker (Self-

reported) 0.19 0.21 0.61 0.41 0.65 0.45 0.24 0.55 0.09 0.75 0.44 

 
(0.11)* (0.17) (0.13)*** (0.09)*** (0.12)*** (0.2)** (0.25) (0.14)*** (0.15) (.16)*** (0.30) 

-0.44 -0.42 -0.45 -0.37 -0.6 -0.33 -0.15 -0.39 0.04 -0.07 -0.08 

 
(0.11)*** (0.10)*** (0.16)*** (0.09)*** (.09)*** (.03)*** (0.05)*** (0.13)*** (0.10) (0.11) (0.28) 

Cut 1 -0.16 -0.01 -0.68 -0.16 -0.7 -0.26 -0.62 -1.58 -0.79 -1.58 -2.16 

 
(0.17) (0.20) (0.28) (0.28) (0.36) (0.15) (0.29) (0.15) (0.26) (0.20) (0.50) 

Cut 2 0.39 0.54 0 0.37 -0.24 0.21 -0.04 -1.12 -0.27 -1.15 -1.55 

 
(0.05) (0.09) (0.33) (0.28) (0.34) (0.05) (0.11) (0.17) (0.10) (0.12) (0.29) 

Cut 3 1.14 1.17 0.98 1.22 0.66 1.04 0.9 0.22 0.48 -0.32 -0.74 

 
(0.11) (0.10) (0.18) (0.19) (0.25) (0.12) (0.17) (0.29) (0.05) (0.10) (0.34) 

Cut 4 1.58 1.65 1.52 1.71 1.18 1.68 1.6 1.1 1.33 0.44 -0.02 

 
(0.07) (0.11) (0.16) (0.15) (0.22) (0.12) (0.20) (0.31) (0.09) (0.10) (0.34) 

Observations 600 597 592 575 528 586 546 581 569 599 596 

Pseudo R2 0.07 0.106 0.125 0.097 0.11 0.052 0.067 0.132 0.072 0.044 0.061 

Prob > χ2 0.723 0.944 0.343 0.021 0.629 0.315 0.019 0.744 0.206 0.883 0.082 

Ordered Probit Results. Robust Standard Errors clustered by city are in parentheses. Control Variables as in Table 3.8 plus educational, industry, and 

occupational dummy variables 
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Table 3.13: Change in Probabilities Compared to Domestic, Non-Exporter Workers 

  

Government is _____ Responsible to Provide For This 

    Completely Not Probably Not Partly  Probably Fully 

Job 
FDIworker (Self-reported) -5.97% -1.58% 1.18% 1.91% 4.45% 

Export 16.32% 0.98% -5.74% -4.47% -7.09% 

Health care 
FDIworker (Self-reported) -6.10% -1.43% 0.87% 1.97% 4.69% 

Export 14.94% 0.75% -4.12% -4.46% -7.12% 

Elderly 
FDIworker (Self-reported) -5.80% -8.30% -9.18% 2.56% 20.72% 

Export 8.67% 6.49% 0.19% -4.90% -10.45% 

Unemployed 
FDIworker (Self-reported) -8.94% -4.54% -1.04% 3.46% 11.07% 

Export 11.34% 2.72% -2.96% -4.02% -7.08% 

Disabled 
FDIworker (Self-reported) -8.16% -6.11% -9.70% 1.26% 22.71% 

Export 15.17% 5.28% 0.08% -6.15% -14.38% 

Education 
FDIworker (Self-reported) -9.28% -4.68% -3.05% 4.47% 12.55% 

Export 9.73% 2.59% -1.27% -4.65% -6.39% 

Training for those 

who lose jobs 

FDIworker (Self-reported) -4.42% -3.03% -1.22% 3.17% 5.49% 

Export 3.53% 1.82% -0.13% -2.33% -2.90% 

Pregnant Women/  

Young Mothers 

FDIworker (Self-reported) -1.29% -2.13% -14.44% -2.57% 20.43% 

Export 2.33% 2.74% 9.70% -3.39% -11.39% 

Childcare for 

Working Parents 

FDIworker (Self-reported) -1.36% -1.00% -0.84% 0.88% 2.32% 

Export -0.75% -0.54% -0.44% 0.49% 1.23% 

Food and the most 

basic goods 

FDIworker (Self-reported) -9.73% -6.63% -10.80% 2.58% 24.57% 

Export 0.96% 0.44% 0.34% -0.56% -1.18% 

Gas, heat and 

electric 

FDIworker (Self-reported) -1.89% -3.76% -7.96% -3.80% 17.40% 

Export 0.52% 0.84% 1.34% 0.18% -2.88% 
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These results become more interesting when juxtaposed with the effects of 

working for an exporting firm. They prefer significantly less government 

responsibility for providing jobs, old-age support, unemployment insurance, assistance 

for those with disabilities, job retraining, healthcare, education and support for 

pregnant women and mothers of young children.  This outcome is inconsistent with 

the idea that all exposure to globalization has similar effects on welfare state demands. 

However, it is consistent with the finding that working for an exporter does not 

increase the expectation of job loss, while FDI exposure does. Furthermore, the fact 

that there is a significant, negative effect for so many of the social programs that were 

included in the survey indicates that those working for exporters either do benefit so 

they are less likely to feel that they will need social insurance or that they are more 

likely to understand a connection between social insurance, high taxes, and 

international competitiveness.   

H6: MNC workers are not more opposed to globalization than 

other workers. 

The survey asked how respondents perceived the effects of FDI and trade on 

Ukrainian workers generally and on their personal job opportunities.
52

  

                                                           
52

 Questions about government welfare programs preceded questions about current 

employment/employment insecurity. This ordering of questions means that respondents were not 

primed to think of, for example, losing their jobs, before being asked whether the government should 

provide unemployment insurance. Questions specifically about globalization and its effects followed 

the employment insecurity questions. No indication was given to respondents that the survey was 

concerned with the effects of globalization prior to the section of questions on globalization.  
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 Which statement do you agree with more: A) An increase in imports and 

exports leads to a decrease in jobs for Ukrainians; or B) An increase in imports 

and exports leads to an increase in jobs for Ukrainians. 

  Which statement do you agree with more: A) An increase in imported goods 

leads to a lower prices and a large selection of products for Ukrainian 

consumers; or B) An increase in imported goods leads to the appearance of 

low-quality and unhealthy goods on the Ukrainian market.  

 What influence do foreign companies that buy Ukrainian firms have on your 

opportunities to find a job?  

o Responses: 5-point Likert scale ranging from Negative (1) to Positive (5). 

 What influence do foreign companies that open their own branches in Ukraine 

have on your opportunities to find a job?  

o Responses: 5-point Likert scale ranging from Negative (1) to Positive (5). 

 With which of the following points of view do you agree with most? 

o Foreign investment in Ukraine leads to better jobs for Ukrainians.  

o Foreign investment in Ukraine leads to less attractive jobs for Ukrainians. 

In response to the question about the effect of increased trade on jobs for 

Ukrainians, those who work in exporting firms are significantly less likely to respond 

that increased trade “leads to an increase in jobs.” The results are reported on the left 

side of Table 3.14. This result is statistically significant and substantively significant. 

Working for an exporter decreases the probability that the respondent chose the 

“increase in jobs” option by 11%. This indicates that although they work for exporting 

firms and do not report a greater likelihood of losing their own jobs, they feel that 
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Ukrainians are generally disadvantaged by trade. This effect is not robust; it is only 

present when using the self-reported fdiworker variable.  

Workers in foreign-owned firms do not differ in most specifications from 

domestic workers in their assessment of the effects of trade on jobs for Ukrainians. In 

specifications that use a variable that includes only non-FDI exporters, MNC workers 

do report a significantly different perception of the effect of trade on jobs. They are 

less likely to see it as increasing jobs and the substantive size of the effect on the MNC 

variable is large. However, in all other specification of the model, MNC workers do 

not differ from domestic workers in their assessment of how trade impacts the 

Ukrainian job market.  

Examining this more closely, by splitting the sample into regions, reveals that 

in two cities in Eastern Ukraine MNC workers are more likely to have a positive view 

of the effect of trade on the number of jobs when including the variable for all 

exporters in the model. When using the variable for only non-FDI exporters, those 

who recognize that their firm is an MNC do not differ from domestic workers in their 

assessment of the effects of trade on jobs. If all MNC workers (including those who 

are unaware of the ownership of their firm), MNC workers still have a more positive 

view of the effect of trade on jobs. In Western Ukraine, MNC workers do not differ 

from domestic workers in their assessment of the effects of trade in any of the model 

specifications.
53

 

 

                                                           
53

 Subsample results available on the author’s website: www.celestebeesley.com 
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                                        Table 3.14: Perceived Effects of Trade 

 

More jobs Lower Price 

Fdiworker (self-

reported) 

 

-0.21 0.28 

 

  

(0.19) (0.24) 

 Fdiworker (actual) -0.20   

 

0.25 

 

(0.13)   

 

(0.20) 

Export  -0.22 -0.29 -0.39 -0.38 

 
(0.14) (0.08)*** (0.27) (0.22)* 

HH Income (1000 

UAH) -0.04 -0.03 0.07 0.07 

 

(0.03) (0.03) (0.06) (0.05) 

Age -0.004 -0.005 -0.01 -0.01 

 

(0.01) (0.04) (0.01) (0.008) 

Female -0.10 -0.13 -0.41 -0.41 

 

(0.06)* (0.07)** (0.07)*** (0.08)*** 

Unemployed since 

91 -0.14 -0.20 0.19 0.22 

 

(0.16) (0.20) (0.23) (0.22) 

Soleprovider -0.12 -0.16 0.08 0.09 

 

(0.16) (0.15) (0.13) (0.12) 

Have Savings 0.19 0.32 0.48 0.48 

 

(0.12) (0.26) (0.38) (0.32) 

East Low -0.04 0.06 0.36 0.34 

 

(0.06) (0.05) (0.15)** (0.16)** 

West High  0.01 -0.008 0.85 0.78 

 

(0.08) (0.14) (0.08)*** (0.10)*** 

West Low -0.05 0.03 0.49 0.46 

 
(0.06) (0.19) (0.13)*** (0.12)*** 

Constant 1.00 1.16 -1.40 -1.46 

 

(0.18)*** (0.16)*** (0.40)*** (0.43)*** 

Observations 427 411 535 555 

Pseudo R2 .042 .055 .112 .119 

Probit results. Robust standard errors in parentheses, clustered by city. (Clustering 

by industry produces similar results). Industry, education, and occupational dummy 

variables included in the analysis, but excluded from the table. 
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Turning to the question on the consumer effects of trade, MNC workers do not 

differ significantly from domestic workers in their perceptions. The variable fdiworker 

is not significant in any model specification for either the sample as a whole or the 

regions taken separately. 

The responses to the questions explicitly asking individuals how they think 

FDI influences their job opportunities are shown in Table 3.15. Those who work at 

foreign-invested firms may be slightly more likely to assess a positive impact on their 

job opportunities when foreign companies open branches in Ukraine. When the 

variable that indicates only non-FDI exporters is used, exporting remains insignificant, 

but both versions of the FDIworker variable are significant for the question about new 

branches and the self-reported version is significant for the question about buying 

Ukrainian firms. This indicates that MNC workers either do not differ from domestic 

workers or hold a more positive view of the job benefits of FDI.    

Analysis of responses about the quality of jobs for Ukrainians is shown in 

Table 3.16. Given the findings on income, it is perhaps not surprising that those who 

recognize that their firm has foreign ownership are significantly more likely to view 

FDI as creating more attractive jobs for Ukrainians. MNC workers are 13% more 

likely to connect FDI with “more attractive” jobs. This reiterates the point that MNC 

workers view themselves as benefitting from FDI. Including those who are unaware of 

the FDI-status of their employers, however, weakens the effects. It is not surprising 

that workers who are unaware of their exposure to FDI in the workplace do not differ 

from domestic workers in their view of FDI. 
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Table 3.15: Influence of Foreign Companies on Your Ability to Find a Job : 

 
Buy Ukrainian Firms Open Branches 

Fdiworker (self-reported) 0.19   0.42 
 

 
(0.23)   (0.24)* 

 Fdiworker (actual) 
 

0.18   0.32 

  
(0.18)   (0.20) 

Export  0.19 0.16 0.15 0.14 

 
(0.22) (0.21) (0.26) (0.24) 

HH Income (1000 UAH) 0.06 0.05 0.06 0.05 

 
(0.04) (0.04) (0.04) (0.04) 

Age -0.01 -0.01 -0.01 -0.01 

 
(0.01)* (0.01) (0.01) (0.01) 

Unemployed since 91 -0.08 -0.04 -0.06 -0.06 

 
(0.21) (0.16) (0.15) (0.11) 

Soleprovider 0.02 0.02 0,01 0.01 

 
(0.07) (0.08) (0.09) (0.09) 

Have Savings 0.1 0.06 0.12 0.09 

 
(0.13) (0.16) (0.05)** (0.05)* 

East Low 0.14 0.08 0.38 0.28 

 
(0.03)*** (0.05) (0.02)*** (0.06)*** 

West High  -0.27 -0.52 -0.27 -0.41 

 
(0.07)*** (0.11)*** (0.08)*** (0.11)*** 

West Low -0.50 -0.51 -0.32 -0.38 

 
(0.13)*** (0.12)*** (0.17)* (0.15)** 

Cut 1 -2.01 -1.87 -1.81 -1.77 

 

(0.16) (0.14) (0.24) (0.28) 

Cut 2 -1.52 -1.41 -1.46 -1.42 

 

(0.18) (0.15) (0.23) (0.24) 

Cut 3 -0.73 -0.63 -0.43 -0.40 

 

(0.24) (0.24) (0.20) (0.26) 

Cut 4 0.22 0.31 0.44 0.45 

 

(0.29) (0.30) (0.28) (0.34) 

Observations 550 569 550 569 

Psuedo R2 0.040 0.035 0.045 0.041 

Prob > χ2 0.001 0.025 0.972 0.905 

Ordered Probit regression results. Robust standard errors in parentheses, clustered by city. 

(Clustering by industry produces similar results). Industry, educational, gender, and occupational 

dummy variables included in the analysis, but excluded from the table. 
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 Table 3.16 : Foreign Investment Leads to More Attractive Jobs for Ukrainians 

Fdiworker (self-reported) 0.38  

  

 

(0.07)*** 

  Fdiworker (actual) 

 

0.09 
 

  

(0.24) 
 Export  0.03  0.15  
 

 

(0.13) (0.13) 
 HH Income 0.05  0.07  
 

 

(0.05)  (0.06)  
 Age 0.003  0.001  
 

 

(0.004) (0.003) 
 University Ed. 0.83  0.77  
 

 

(0.18)*** (0.10)*** 
 Partial University 0.53  0.52  
 

 

(0.21)** (0.23)** 
 Technical Training 0.45 0.46  
 

 

(0.18)** (0.19)** 
 Incomplete Secondary -0.06 -0.09 
 

 

(0.69) (0.68) 
 Unemployed since 91 -0.23 -0.17 
 

 

(0.10)** (0.08)** 
 Soleprovider -0.03 10.01 
 

 

(0.17) (0.18) 
 Have Savings 0.17  0.07  
 

 

(0.14) (0.11) 
 East Low 0.42  0.38  
 

 

(0.10)*** (0.09)*** 
 West High  0.93  0.89  
 

 

(0.12)*** (0.12)*** 
 West Low 0.93  0.77  
 

 

(0.11)*** (0.14)*** 
 Constant -0.47 -0.58 
 

 

(0.28) (0.19)*** 
 Observations 456  470  
 Psuedo R2 0.142 0.136 
 

Probit regression results. Robust standard errors in parentheses, clustered by city. 

(Clustering by industry produces similar results). Industry, gender, and occupational 

dummy variables included in the analysis, but excluded from the table. 



87 
 

 
 

The results presented in this section indicate that MNC workers, in spite of their 

demand for compensation and higher economic insecurity, do not oppose 

globalization. They either do not differ from domestic sector workers in their views on 

globalization or they are more favorably inclined to FDI. 

3.4 Discussion 

 The analysis considers the direct links 1) from FDI or exports to job quality 

(proxied by earnings); 2) From FDI or exports to subjective perceptions of job 

insecurity; 3) from FDI or exports to the perceived difficulty in finding a “good” job in 

case of job loss; 4) from FDI or exports to welfare preferences; and 5) from FDI or 

exports to views on globalization. Taken together, the results show that while workers 

in foreign-invested enterprises see the benefits of FDI, their sense of insecurity and 

demands for social policy support the assumptions of the compensation hypothesis 

even though they are advantaged by globalization.  

 In the case of Ukraine, these results indicate that workers in domestically-

owned firms engaged in exports do not differ from workers in non-exporting firms in 

either their income or their job security. In the context of Ukraine, workers in 

exporting firms would not be expected to display the political preferences predicted by 

the proposed model of insecure winners. Neither do their opinions comport with the 

traditional view of the compensation hypothesis. Though they are more likely to report 

that trade can lead to fewer jobs they favor welfare retrenchment.  
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These results offer some direct support for the hypothesis that those with 

higher FDI exposure at work do fear losing their jobs more than similarly placed 

workers in domestic industries. Furthermore, these results indicate that this effect is 

due to individuals employed with FDI-firms as proposed by Scheve and Slaughter 

(2004) and not because domestic workers fear the effects of competition with foreign-

owned firms. These data also support a direct link between MNC employment and 

preferences for more social welfare spending and greater government responsibility in 

ensuring certain social outcomes.  In these ways, this study provides support for the 

micro-foundations of the compensation hypothesis in a post-communist context. 

However, the contrary results for those who work for exporters also call into question 

whether trade and FDI should be expected to have the same effects on workers’ 

economic security and social policy preferences.  

 As a wider implication, the results suggest workers, even if demanding 

compensation, are not necessarily anti-globalization. Not all globalization-exposed 

workers feel the same impact on their job security. This indicates that the demand for 

compensation may not have as much political clout as sometimes supposed. However, 

these results also suggest that the coalitions in support of compensation may not match 

simple models associated with standard trade theory. Welfare expansion may be 

favored by workers in sectors with revealed comparative disadvantage, but a coalition 

for compensation may also include those in sectors with revealed comparative 

advantage that, nonetheless, feel insecure. This finding provides a possible response to 

one criticism of the compensation hypothesis: why would people demand 
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compensation rather than protection? If welfare preferences suggest a demand for 

social insurance by people who are otherwise globalization’s “winners,” it suggests 

that voters are quite capable of seeing the aggregate benefits of globalization, but also 

see its risks. These findings have important implications for future research into how 

political cleavages may emerge in post-communist countries, how globalization can 

complicate attempts at welfare retrenchment and fiscal reform in these countries, and 

how political parties might think of positioning themselves in a partially globalized 

electorate. 
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Chapter 4: FDI and Life in Transition: Better Jobs, More Welfare 

The previous chapter examines specific groups and cases in Ukraine in order to 

isolate the effects of MNC employment on individuals. This chapter examines whether 

those results are generalizable to a broader group of MNC workers. This chapter 

continues the inquiry into the economic perceptions and policy preferences of MNC 

workers who are likely to be “insecure winners” as a result of globalization in 27 post-

communist countries.  I compare MNC workers in post-communist countries to 

workers in domestically-owned firms in these countries. I am also able to investigate 

the contention that the model presented in this dissertation is applicable primarily to 

workers in middle-income countries where MNC employment is likely to offer 

significant advantages and be relatively scarce by comparing MNC workers in post-

communist countries with MNC workers in a sample of Western European countries.  

Data limitations in the survey do not allow me to test each of the hypotheses 

derived from the model. I am not able to test whether MNC workers perceive a higher 

likelihood of losing their jobs. However, the correlation between FDI and worker-

perceived insecurity has been tested and shown to exist in other contexts.  I am able to 

test the correlation between FDI and perceived job quality using subjective measures 

and the correlation between FDI and welfare state preferences. The opportunities 

MNC workers derive from globalization, and the larger relative decline in their well-

being if they lose their current job induce them to be more favorable toward welfare 

state policies as insurance, though they do not differ from other workers in their 

redistributive preferences.  Using cross-national survey data that identify whether
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respondents work for a firm with foreign ownership, I find that workers at MNCs in 

post-communist countries 1) have better jobs and 2) have a stronger preference for 

welfare policies that cannot be accounted for by their redistributive preferences or risk 

aversion. 

4.1 Data 

The data for this paper are from the 2010  “Life in Transition Survey II” (LITS II) 

conducted jointly by the European Bank of Reconstruction and Development (EBRD) 

and The World Bank in 27 central and eastern Europe post-communist countries, 

Mongolia, and five Western European countries.
54

 Face-to-face surveys were 

conducted in the native language of each country. In each country, a random sample of 

between 900 (Sweden) and 1584 (Russia) people was surveyed in 2010, with an 

average of 1023 respondents per country. 

The survey was conducted using two-stage sampling. First primary sampling 

units (PSUs) were selected, with probability of selection proportional to size, 

measured as the number of households, where possible, or the adult population.  The 

sampling frames for PSU selection were consisted of electoral districts, polling station 

territories, census enumeration districts or geo-administrative divisions depending on 

data availability. PSUs were selected to ensure an appropriate distribution across 

regions and urban/rural settlements. Within PSUs, households were selected using “a 

random walk fieldwork procedure…: the fieldwork coordinator selected the first 

address to be sampled, and the interviewer was given clear instructions on how to 

                                                           
54

 The survey was also conducted in Turkey, but I exclude Turkey from all calculations presented in this 

chapter. 
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select remaining addresses within the PSUs. In a few countries, the entire sample was 

pre-selected. Both of these methods should ensure that all households had an equal 

probability of being chosen for inclusion in the survey. Within households, to select 

respondents, interviewers used a selection grid, “generated by the central coordinating 

office” and containing random ordering of the numbers one through 12. “Interviewers 

were provided with a random grid for each address which they visited.” (World Bank-

EBRD 2010) 

The survey dates for these data make the responses contemporaneous with the original 

survey conducted in Ukraine, whose results were discussed in the previous chapter.  

The five western European countries in which this survey was conducted 

provide an important comparison in the current study. Much more research has been 

done on the effects of FDI and globalization in these countries than in the post-

communist region that is the focus of the current study. However, the influence of 

MNC employment on workers in Western Europe highlights the paradoxical role in 

which globalization’s winners find themselves in middle-income countries where the 

gap in wages and job quality between MNC and domestic jobs is significant and MNC 

jobs are relatively scarce.  

Of the total 38,654 participants in the LIT Survey, only 19,228 people or 

49.5% of the respondents had worked in the past year. Since the present research and 

model deals with the effect of employment with a foreign firm on a working-age, 

employed person, those who are not in the labor market are not included in the 

analysis of this chapter.  
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The context of this survey is the “patchy” recovery from the global economic 

crisis that began in 2008. This context of crisis is important for the current study 

because, to discover an effect of foreign ownership on economic insecurity or welfare 

state preferences, these variables must differ significantly between foreign-owned 

firms and domestic firms. Based on macro-indicators and responses from survey 

participants themselves, all respondents in post-communist countries were in a period 

of relatively high economic insecurity. Since I hypothesize that employment in 

foreign-owned firms should increase economic insecurity, the high insecurity and 

reliance on the welfare state in post-communist countries work against finding that 

foreign ownership significantly contribute to employee preferences for social 

protections. Evidence that indicates that survey respondents who work for foreign-

owned firms feel less secure or desire more welfare than other workers is, therefore, 

particularly strong. 

4.1.1 Independent Variables 

LITS is one of the few surveys that collects data on the ownership of the 

respondents’ workplaces, allowing an identification of those who work in firms with 

foreign capital. The possible responses for the enterprise ownership question are state 

ownership, private ownership, foreign ownership, and “don’t know.” A previous 

filtering question identifies those who are self-employed. The survey data is collected 

and recorded in such a way that it is possible for respondents to give multiple answers 

since many firms have mixed ownership (i.e., state and private ownership or private 

domestic and foreign capital), but less than one percent of respondents  report working 
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for a firm with mixed ownership.  Since the incidence of mixed-ownership firms in 

this context is higher than one percent, this indicates that respondents were probably 

choosing their firms’ predominant ownership category. 

One possible concern with this question is that respondents might be uncertain, 

or perhaps, simply incorrect, about the ownership of the company that employs them. 

As discussed in the previous chapter, this is not problematic in a study concerned with 

preferences and perceptions. Workers’ preferences and perceptions can only be based 

upon something of which they are aware. Even if the survey does not reveal the 

underlying truth about how FDI affects welfare preferences (because some MNC 

workers are incorrectly coded), the results do reflect the effects of MNC employment 

on the redistributive and welfare state preferences of individuals who are aware they 

are working for a foreign-owned firm.  

 Although measuring perception is important in this study, there is no reason to 

believe that MNC employment was over or under reported. For example, a 

preponderance of “don’t know” responses would indicate that many MNC workers are 

unaware of the ownership of their firms. However, of the 16,728 jobs reported on by 

survey respondents (some respondents reported up to 5 jobs worked consecutively or 

concurrently during the previous 12 months), only 506 (about 3%) of them are coded 

as “don’t know” responses for this question.  

 The independent variable FDIworker is a dummy variable equal to one if the 

respondent indicated that they had worked at a firm with foreign ownership at any 

time in the past year.  
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4.1.2 Control Variables 

  Depending on the specific hypothesis being tested, control variables include 

age, education, several different income measures, sex, occupation, industry 

classification, marital status, number of children in the household, firm size, city type, 

whether the respondent’s household has savings, and preferences about the level of job 

security. The following paragraphs briefly discuss the importance of controlling for 

these factors.  

Age could be associated with work experience and seniority (higher security, 

job satisfaction, less demand for compensation) or it may indicate more difficulty 

finding employment, less opportunity to have saved money, and more reliance on 

government welfare programs (at least in the post-communist countries).  

Education is included as a dummy variable for university education. Education 

may be considered a proxy for skill-level. In wealthy countries, university-educated 

individuals are often identified as those who are comparatively advantaged by trade 

and generally they are found to be more pro-globalization (Walter 2010). Hainmuller 

and Hiscox (2007) argue that economics education is more common in university-

educated individuals, making them more able to understand the broad advantages of 

globalization and more likely to favor it. Higher education levels have generally been 

associated with more job security (Anderson and Pontusson 2007). However, this may 

not be the case in middle- and low-income countries where exports and inward 
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investment tend toward industries and occupations requiring blue-collar technicians, 

rather than university-educated professionals. 

Income measures should be included for obvious reasons. Low-income 

workers are most likely to favor government unemployment assistance since they have 

fewer opportunities to build up savings or invest in methods of private insurance. 

Unfortunately, income is not measured directly in this data. Rather, a subjective 

measure of income is collected. Individuals are asked the following question: “Please 

imagine a ten-step ladder where on the bottom, the first step, stand the poorest people 

and on the highest step, the tenth, stand the richest. On which step of the ten is your 

household today?” In separate questions they are asked “On which step was your 

household [four years ago]?” and “where on the ladder do you believe your household 

will be 4 years from now?” These measures of placement in the income distribution 

are used to construct variables representing the past and future changes in relative 

income. The respondent’s subjective assessment of their wealth relative to others in 

their country should be related to their welfare state preferences (whether 

redistribution or insurance is the primary motivation), but not necessarily to whether 

or not FDI makes a difference in their well-being. Depending on a worker’s age, 

industry of employment, and skill set, he or she could be earning more than otherwise 

possible due to MNC employment, while still remaining low in the income 

distribution. 

  The changes of reported relative wealth between 2006 and 2010 and 2010 and 

2014 are useful measures of how individuals view their economic progress and 
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prospects. While it would be preferable to test objective income as well (particularly 

for comparison with the results in Chapter 3), these measures provide a means of 

testing whether MNC employment makes workers perceive themselves to be “better 

off” (hypothesis H1).  

Additionally, since expenditure is related to income,
55

 I construct two 

alternative measures from the reported monthly household expenditures on “food, 

beverages, and tobacco.” I selected this expenditure, rather than health, education, 

housing or some of the other expenditures included in the survey, because food is a 

universal expenditure,
56

 a normal good (i.e., people increase spending on this item as 

income increases) and strongly responsive to costs. The inclusion of tobacco in this 

group is unfortunate, but unavoidable due to the survey construction. The first 

measure is simply this category of expenditure as a percentage of total reported 

monthly expenditures. The survey does not ask for total expenditures of the 

household, but rather asks separately about monthly spending on the categories of 

“food, beverages, and tobacco;” “Utilities (electricity, water, gas, heating, fixed line 

phone)”; and “Transportation (public transportation, fuel for car).” Respondents are 

then immediately asked about expenditures in the following categories over the last 12 

months:  “Education (Including tuition, books, books, kindergarten expenses)”; 

“Health (including medicines and health insurance)”;  “Clothing and footwear”; and 

                                                           
55

 This relationship is closer in less wealthy countries than in wealthy countries since for many 

households income is not much higher than the expenditure required for basic necessities for much of 

the population. In this survey, 37% of the respondents in the 5 western European countries report not 

being able to save any money in a typical month. In the post-communist countries, more than 66% 

report that.  
56

 Even housing costs are not universal because of the widespread privatization of apartments that has 

taken place during the transition period. Health costs and education costs vary due not only to income, 

but to household composition and individual circumstance.  
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“Durable Goods (e.g. furniture, household appliances, TV, car, etc.).” The responses 

for each of these categories is divided by 12 to compute a monthly average of 

expenditures and then added to the responses for the previous three categories of 

expenses to produce a measure of total expenditures. The resulting variable should be 

negatively correlated with income or wealth, since lower income people spend a 

higher proportion of their budget on food. The correlation of this constructed variable 

with the responses about current placement on the distribution ladder is -.23.  The only 

drawback to this variable is that due to its being a addition of several variables, it has a 

high degree of missingness. An “I don’t know” response or refusal to answer any one 

of seven questions produces a missing value for this constructed variable.  

As an alternative, I also use a measure of normalized per person expenditures 

on food. This measure is adjusted for household size and normalized using the mean 

and standard deviation of food expenditures for all respondents in a given country.  

These two measures of food expenditure are used alternatively alone or in 

conjunction with the perceived income distribution ladder response in analyses of 

welfare state preferences. 

Female is included to control for the fact that gender gaps have been found in 

many different policy areas including both welfare state policies and policies related to 

economic openness and that women typically suffer from higher economic 

insecurity(Baker 2009; Burgoon and Hiscox 2009; Mayda and Rodrik 2005) . Eleven 

occupational dummy variables are included, as are 26 dummy variables representing 

industries to ensure differences are not due to differences in industry or occupational 

job market characteristics.  I also control for firm size (small, medium, or large, based 
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on number of employees) since it has been found to correlate with job security. 

Marital status and number of children in the household can contribute to welfare 

preferences since they represent the number of potential dependents that the worker 

has. Size of settlement where the survey participant resides (rural, urban or 

metropolitan) since this contributes to the type of economic opportunities the worker 

has.  Country fixed effects are also included in all analyses, unless otherwise explicitly 

stated. Dummy variables are also included to indicate whether the household has 

savings
57

 and whether the individual reports a preference for a lower-paying, secure 

job versus a higher-paying, but insecure, job in the analyses of welfare state and 

redistribution preferences.  

4.2 Results 

Because this theory is concerned with a number of different factors that make up a 

worker’s sense of economic security, each proposed hypothesis treats a different 

dependent variable. Measurement of these variables and the results of analyses using 

the LITS data are presented below, treating each hypothesis separately.
58

 

H1: Workers in foreign-owned firms perceive themselves to be 

better off than similarly positioned domestic-sector workers.   

LITS does not record actual income levels, but, as discussed in the previous 

chapter, this is not necessarily problematic because other aspects of well-being matter 

                                                           
57

 The savings variable is excluded from the analyses of using the questions about where on the poor-

rich ladder individuals stand since any correlation between the two may be due to the dependent 

variable, rather than the have savings variable. 
58

The LIT survey does not contain questions allowing me to test hypotheses 1 “Workers in foreign-

owned firms fear job loss more than similarly positioned domestic-sector workers” and 6 “Workers in 

foreign-owned firms are not opposed to globalization in spite of experiencing globalization-induced 

uncertainty.” These will be tested in the next chapter using targeted survey data from Ukraine.  
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in addition to income. The inputs into being “better off” likely vary from person to 

person, but generally include current income and chances for advancement. The 

survey question most closely related to current income measures  perceived relative 

economic well-being with the question about a ten-step ladder from poor to rich, 

discussed above.
59

 Other studies have found that individuals are not particularly good 

at accurately placing themselves within an income distribution (for example Cruces, et 

al. 2011) Both high- and low-income survey respondents tend to place themselves 

nearer the middle of the distribution than they actually are. This survey is no 

exception.  As Graph 4.1 shows, in both post-communist countries and the Western 

European countries a disproportionate number of working respondents place 

themselves on the central deciles of the income distribution. Graph 4.1 includes the 

responses only for those who reported having worked in the last year so deviation 

from a distribution of 10% of respondents in each category is to be expected. A higher 

percentage of workers placed them in the lower half of the income distribution in the 

post- communist sample, while in Western Europe more respondents chose the upper 

half. Whether this indicates a subtle difference in the perception biases of the two 

regions or reflects patterns of survey participation in the two regions cannot be 

surmised from the data.  

                                                           
59

 This question may raise issues because it is subjective, relative and because it asks about household, 

rather than personal, income. However, since perceptions of economic insecurity, rather than actual 

economic insecurity, are what should influence preferences over government redistribution, the 

subjectiveness of the question is less of a concern. This question certainly primes respondents to 

consider their income relative to that of others in society rather than in absolute terms or relative to 

need. However, others have found that it is relative, not absolute, income that is important for some 

types of political preferences. It does not seem difficult to believe that a relative measure of income is 

more appropriate when considering preferences for income redistribution as well.   
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Graph 4.1: Self-Reported Income Distribution 

 

 

Using an ordered probit analysis containing a battery of personal (age, gender, 

marital status) and occupational variables (preference for job security, union 

membership, industry of employment, occupation, firm size)  as well as country fixed 

effects shows that foreign ownership is not a significant determinant of where people 

place themselves on this societal ladder (See Table 4.1).  This may be due to the bias 

noted above or because FDI, while concentrated in certain industries, employs high-, 

mid-, and low skilled workers in these countries. MNCs employ software developers, 

blue-collar manufacturing workers, cashiers and fast-food employees. The contention 

of this study is that MNC employees earn more than they otherwise might at a job for 

which they were qualified at a domestic firm. This survey question is rather blunt to 

truly test this prediction. Using alternative measures of income as the dependent 

variable shows the same lack of correlation between MNC employment and food 
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expenditures as a percent of total expenditure and the normalized per person amount 

of food expenditure.
60

 This lack of correlation alleviates some of the concern that 

MNC workers have different underlying characteristics (rather than MNC 

employment) that are driving a difference in preferences.
61

   

However, when we consider the difference between where they rate 

themselves now and where they would have rated themselves four years ago, those 

who work for foreign-owned firms report a significantly more positive change. This is 

true only in the post-communist sample.
62

 In the five Western European countries, 

FDIworker has a negative, though insignificant impact on the change in economic 

status relative to the past (see Table 4.1). If MNC workers in the post-communist 

sample got jobs in foreign-owned firms during the past four years, it would mean that 

this new employment enhanced their sense of economic well-being. If they have 

worked at the same firm during the entire time period, it may indicate that 

advancement opportunities are greater in foreign-owned firms.  While I cannot 

distinguish between those two possibilities given the survey data, either possibility 

supports the hypothesis that MNC workers perceive their jobs to result in a greater 

economic advancement than workers in domestic firms. 

There also a positive, albeit weakly significant (10% level) correlation, 

between FDIworker and assessments of economic improvement four years into the 

future, but only in the post-communist subsample.  

                                                           
60

 Results available on www.celestebeesley.com 
61

 MNC employment is also not significantly correlated with any of the education variables except that 

no one who reported having “no education” also reported working for a foreign firm. However, since 

only 1% of the working population reported that level of educational attainment that is not surprising.  
62

 This is true even when excluding all those who reported having finished their highest level of 

schooling after 2006.  
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Table 4.1:  Your household on which step of a ten-step latter (poor to rich)? Today, 4 yrs ago, 4 yrs from now 

  Today Today-Past Future-Today 

  Post-Communist West Post-Communist West Post-Communist West 

FDIworker 0.03 0.07 0.11 0.01 0.08 -0.11 

  (0.04) (0.14) (0.05)** (0.11) (0.04)* (0.13) 

Union  0.04 -0.03 0.03 0.01 0.03 0.07 

  (0.03) (0.04) (0.04) (0.02) (0.04) (0.07) 

# Children -0.03 -0.03 -0.014 -0.03 0.01 0.01 

  (0.01) (0.03) (0.01) (0.01)** (0.01) (0.01) 

Married 0.19 0.36 0.05 0.08 -0.05 -0.18 

  (0.03)*** (0.06)*** (0.02)** (0.03)** (0.03)* (0.06)*** 

Female -0.04 -0.17 -0.05 0.00 -0.01 -0.02 

  (0.02) (0.06)*** (0.02)** (0.01) (0.03) (0.03) 

Age -0.01 0.01 -0.01 -0.01 -0.01 -0.03 

  (0.001)*** (0.002)*** (0.001)*** (0.004)*** (0.001)*** (0.003)*** 

Urban 0.02 0.01 -0.05 -0.02 0.06 0.09 

  (0.04) (0.09) (0.02)** (0.04) (0.03)** (0.05)* 

Metro 0.10 0.09 -0.09 0.08 0.16 0.07 

  (0.08) (0.14) (0.06) (0.07) (0.04)*** (0.06) 

Tertiary Ed. 0.27 0.40 0.10 0.21 0.09 -0.04 

  (0.04)*** (0.12)*** (0.04)*** (0.06)*** (0.03)*** (0.08) 

Job Security Pref. -0.16 -0.23 -0.05 0.03 -0.10 -0.13 

  (0.03)*** (0.07)*** (0.02)** (0.06) (0.03)*** (0.07)* 

Observations 13929 2873 13766 2852 11933 2770 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Dummy variables for industry, 

occupation, firm size, and country are included. * significant at 10%; ** significant at 5%; *** significant at 1%  
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Another measure of being “better off” at their current job is the response to the 

survey item asking for agreement with the statement “All things considered, I am 

satisfied with my job as a whole.” Using a three point scale of Disagree (which 

includes possible survey responses Strongly Disagree and Disagree), Neutrality  

(Neither Agree nor Disagree), and Agree (which includes Strongly Agree and Agree) 

as the dependent variable, ordered probit results with robust standard errors clustered 

by country are presented in Table 4.2 for the post-communist countries and Table 4.3 

for the Western European countries. These models include all the variables in Table 

4.1, plus the subjective income variables and perceptions of past and future economic 

mobility (Today-Past Ladder and Future-Today Ladder).
63

 The alternative measures 

of income are used separately and in combination as a robustness check.  

In the Western Europe, foreign ownership has a negative but statistically 

insignificant effect on job satisfaction. However, in the post-communist countries, 

those working at foreign-owned firms are more satisfied with their current jobs. 
64

 

This effect is similar in size and significance as the effect of union membership on job 

satisfaction. This supports the theoretical proposition that MNC employees are better 

off in their current jobs than domestic workers, making job loss and the prospect of 

unemployment or worse employment more costly.

                                                           
63

 In models excluding the perceived past and future economic mobility, FDIworker retains significant 

at the 10% level. However, since both of these measures relate strongly to job satisfaction (both 

theoretically and empirically) inclusion seems to be a better model. 
64

 Job satisfaction does not necessarily strongly correlate to job security, about which no direct 

questions are asked on this survey. Though job security is often thought of as a strong component of job 

satisfaction, the survey asks a pointed question about which type of job the respondent would choose if 

given the chance--one with average salary, little chance for promotion, but long-term security or one 

with a high salary, many chances for promotion but “significantly less job security.” Those working for 

foreign-owned firms are much more likely to choose the second job and the difference is significant at 

the 0.1% level. This supports the theory put forth in this paper—that workers may view themselves as 

better off in their current situation, even in the face of job insecurity. 
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Table 4.2: Job Satisfaction (Post-Communist Countries) 

FDIworker 0.13 0.12 0.13 0.13 0.13 

  (0.06)** (0.06)** (0.06)** (0.06)** (0.06)** 

Union  0.13 0.10 0.13 0.11 0.13 

  (0.06)** (0.06)** (0.06)** (0.05)** (0.06)** 

Savings 0.19 0.26 0.30 0.15 0.19 

  (0.04)*** (0.04)*** (0.04)*** (0.05)*** (0.05)*** 

Tertiary Ed. 0.07 0.09 0.10 0.03 0.05 

  (0.03)** (0.04)** (0.04)*** (0.04) (0.04) 

Today-Past Ladder 0.04 0.10 0.09 0.05 0.04 

  (0.01)*** (0.01)*** (0.01)*** (0.01)*** (0.01)*** 

Future-Today Ladder 0.08 0.05 0.05 0.07 0.07 

  (0.01)*** (0.01)*** (0.01)*** (0.01)*** (0.01)*** 

Job Security Pref. 0.04 0.03 0.02 0.05 0.04 

  (0.03) (0.04) (0.03) (0.04) (0.03) 

Food Exp.(by country avg)   0.02   0.01 

      (0.01)**   (0.01) 

Food % of HH Exp.   -0.28   -0.11   

    (0.01)***   (0.10)   

Ladder Now 0.17     0.18 0.17 

  (0.01)***     (0.02)*** (0.01)*** 

Observations 9011 6338 8585 6338 8585 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry 

of employment, occupation, firm size, city size, age, gender, number of children, marital status and country 

are included in this analysis.  

* significant at 10%; ** significant at 5%; *** significant at 1%     
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Table 4.3: Job Satisfaction (Western European Countries) 

FDIworker -0.03 -0.05 -0.04 -0.05 -0.04 

  (0.17) (0.19) (0.17) (0.19) (0.17) 

Union  -0.09 -0.06 -0.09 -0.05 -0.09 

  (0.06) (0.07) (0.06) (0.07) (0.06) 

Savings 0.19 0.23 0.25 0.17 0.19 

  (0.07)*** (0.02)*** (0.07)*** (0.03)*** (0.07)*** 

Tertiary Ed. -0.06 -0.05 0.00 -0.09 -0.04 

  (0.04) (0.07) (0.05) (0.06) (0.04) 

Today-Past Ladder 0.07 0.11 0.11 0.08 0.07 

  (0.04)** (0.04)*** (0.03)*** (0.04)* (0.04)** 

Future-Today Ladder 0.07 0.07 0.05 0.09 0.07 

  (0.02)*** (0.02)*** (0.02)*** (0.02)*** (0.01)*** 

Job Security Pref. -0.09 -0.09 -0.12 -0.07 -0.09 

  (0.08) (0.11) (0.09) (0.11) (0.08) 

Food Exp.(by country avg) 

  

0.03 

 

0.02 

  

  

(0.02) 

 

(0.02) 

Food % of HH Exp. 

 

-0.50 

 

-0.47 

   

 

(0.18)*** 

 

(0.16)*** 

 Ladder Now 0.11 

  

0.10 0.11 

  (0.03)*** 

  

(0.03)*** (0.03)*** 

Observations 2360 1867 2336 1867 2336 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of 

employment, occupation, firm size, city size, age, gender, number of children, marital status and country are included in 

this analysis.  
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H4: MNC workers do not differ in their opinions about 

redistribution and inequality. 

The model presented in this dissertation asserts that FDI is related to a greater 

preference for welfare state policies due to the insurance function of such policies. An 

alternative hypothesis would be that FDI-exposed workers are more in favor of 

welfare policies because they favor redistribution more—some unobservable selection 

effect or perhaps exposure to a foreign business climate gives them more egalitarian 

views. To test preferences over redistribution, in order to more accurately interpret the 

meaning of support for government welfare support, I use a survey question that asks 

respondents how they would place their views on a scale of one to ten between the 

following two statements: “Incomes should be made more equal” and “We need larger 

income differences as incentives for individual effort.” Lower responses mean that 

their views are closer to the pro-redistribution statement; higher responses indicate 

greater preference for income differences. 

Tables 4.4 and 4.5 show that MNC workers are more likely to agree with a 

need for income differences in the west European subsample, but in the survey data 

from the post-communist countries FDI-exposed workers do not differ significantly 

from other workers in their views on redistribution.
65

  

 

 

                                                           
65 Another question on redistributive preferences asking how strongly respondents agree with the 

statement that “The gap between the rich and the poor in our country should be reduced” reveals that 

workers in MNCs do not differ from workers in domestic firms in either the west European data or the 

post-communist sample (results available from author). 
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Table 4.4: Income Equality vs. Income Incentives (Post-Communist) 

FDIworker -0.021 -0.046 -0.019 -0.047 -0.02 

  (0.05) (0.05) (0.06) (0.05) (0.06) 

Union  -0.006 -0.006 -0.001 -0.004 -0.002 

  (0.04) (0.05) (0.05) (0.05) (0.04) 

Savings 0.079 0.098 0.112 0.07 0.081 

  (0.03)** (0.03)*** (0.03)*** (0.03)** (0.03)** 

Tertiary Ed. 0.105 0.117 0.118 0.104 0.103 

  (0.03)*** (0.04)*** (0.03)*** (0.04)*** (0.03)*** 

Today-Past Ladder 0.005 0.017 0.019 0.003 0.003 

  (0.01) (0.01)* (0.01)** (0.01) (0.01) 

Future-Today Ladder 0.038 0.035 0.034 0.041 0.04 

  (0.01)*** (0.02)** (0.01)** (0.02)** (0.01)*** 

Job Security Pref. -0.084 -0.117 -0.091 -0.11 -0.082 

  (0.03)*** (0.04)*** (0.03)*** (0.03)*** (0.03)*** 

Food Exp.(by country avg)   -0.191   -0.147   

    (0.096)**   (0.10)   

Food % of HH Exp.     0.009   0.008 

      (0.01)   (0.01) 

Ladder Now 0.047     0.046 0.049 

  (0.011)***     (0.013)*** (0.011)*** 

Observations 9892 6944 9415 6944 9415 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of employment, 

occupation, firm size, city size, age, gender, number of children, marital status and country are included in this analysis 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Table 4.5: Income Equality vs. Income Incentives (Western Europe) 

FDIworker 0.20 0.23 0.19 0.22 0.18 

  (0.08)** (0.09)*** (0.09)** (0.09)*** (0.09)** 

Union  0.02 -0.05 0.01 -0.05 0.011 

  (0.09) (0.11) (0.09) (0.11) (0.09) 

Savings 0.09 0.11 0.13 0.08 0.096 

  (0.09) (0.11) (0.08) (0.11) (0.09) 

Tertiary Ed. -0.01 0.06 0.02 0.04 -0.004 

  (0.11) (0.10) (0.10) (0.11) (0.11) 

Today-Past Ladder 0.03 0.04 0.05 0.02 0.027 

  (0.03) (0.04) (0.03)* (0.04) (0.03) 

Future-Today Ladder 0.06 0.05 0.05 0.07 0.064 

  (0.02)*** (0.03)** (0.03)** (0.02)*** (0.023)*** 

Job Security Pref. -0.26 -0.29 -0.28 -0.27 -0.256 

  (0.06)*** (0.04)*** (0.06)*** (0.04)*** (0.05)*** 

Food Exp.(by country 

avg)    0.02   0.013 

      (0.01)   (0.01) 

Food % of HH Exp.   -0.48   -0.46   

    (0.18)***   (0.19)**   

Ladder Now 0.06     0.05 0.058 

  (0.01)***     (0.01)*** (0.01)*** 

Observations 2504 1985 2477 1985 2477 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of 

employment, occupation, firm size, city size, age, gender, number of children, marital status and country are 

included in this analysis 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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H5: Workers in foreign-owned firms report greater preferences for 

welfare programs.  

 The survey questionnaire asks the following question relevant to different 

types of welfare state policies: “Which of the following groups of citizens deserve 

support from the government?” Respondents are permitted to choose multiple 

responses from the following list: the Elderly, Disabled, War Veterans, Families with 

children, Working poor, Unemployed, Other, Nobody Deserves Special Support. 

While the question of deservedness of government support differs somewhat from 

support for specific policies, numerous studies have shown that support for welfare 

state policies are correlated to how deserving the respondents are perceived to be (for 

example, Fong 2007, Peterson 2012).  

I test the sum of responses to the series of binomial questions as a measure of 

overall support for welfare state policies. Also of potential interest in this study is 

whether those working at companies with foreign ownership included the unemployed 

and the working poor among their responses at a higher rate than workers at domestic 

firms. While the measures are not perfect, they are most closely related to fear of 

unemployment (or fear of needing to collect unemployment during a long search for a 

suitable job) or fear of taking a “bad” job as discussed in the model in Chapter 2. The 

other measures could also arguably be related, though in a less direct manner (i.e., 

government support for the elderly may be a more attractive proposition for someone 

changing jobs often or unsure of their long-term earnings since this reduces their 

ability to provide self-insurance measures for retirement.)  
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While examining the individual responses can be interesting, care must be 

taken in interpreting those results because all of these responses are correlated. An 

underlying factor of support for welfare programs generally explains more than a third 

of the variation in the answers for those six questions. Correlation between any two of 

them ranges from .14 to .34. Economic uncertainty, if it affect the underlying desire 

for welfare policy, increase the likelihood of answering all of the questions in the 

affirmative, even if they are not directly related to economic insurance. 

Using the same controls as in the above analyses, Table 4.6 shows that in the 

analysis of the data from post-Communist countries, MNC employment has a 

significant and positive effect on the additive index of which groups deserve 

government support. As with the job satisfaction analysis above, MNC employment is 

significant at similar levels as union membership and is more robust to variation in the 

income variables. In the Western European countries, MNC employment does not 

(Table 4.7). Again, different income measures are used as robustness tests.  

Table 4.8 shows the coefficients and standard errors only for the FDIworker 

variable for the different individual responses in the post-Communist context. I do not 

show the results for the Western European context because, for the individual areas of 

welfare state policy included in the survey, the coefficient on FDIworker is sometimes 

positive, sometimes negative (depending on the model and the dependent variable), 

but never significant. 
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Table 4.6: Sum of Responses about Groups that Deserve Government Support (Post-Communist Countries) 

FDIworker 0.09 0.16 0.10 0.16 0.10 

  (0.05)* (0.05)*** (0.05)** (0.05)*** (0.05)** 

Union  0.07 0.06 0.08 0.06 0.08 

  (0.04)** (0.04) (0.04)** (0.04) (0.04)** 

Savings 0.00 0.00 0.00 0.00 0.00 

  (0.00) (0.00) (0.00) (0.00) (0.00) 

Tertiary Ed. 0.04 0.02 0.04 0.02 0.04 

  (0.04) (0.04) (0.04) (0.04) (0.04) 

Today-Past Ladder -0.01 -0.02 -0.01 -0.02 -0.01 

  (0.01) (0.01) (0.01) (0.01) (0.01) 

Future-Today Ladder 0.01 0.01 0.01 0.01 0.01 

  (0.01) (0.01) (0.01) (0.01) (0.01) 

Job Security Pref. 0.04 0.02 0.04 0.02 0.04 

  (0.03) (0.03) (0.03) (0.03) (0.03) 

Food Exp.(by country avg)   0.00   0.00 

      (0.00)   (0.00) 

Food % of HH Exp.   0.09   0.09   

    (0.07)   (0.08)   

Ladder Now 0.00     0.00 0.00 

  (0.01)     (0.01) (0.01) 

Observations 10,126 7,103 9,638 7,103 9,638 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of employment, 

occupation, firm size, city size, age, gender, number of children, marital status and country are included in this analysis.  

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Table 4.7: Sum of Responses about Groups that Deserve Government Support (Western European Countries) 

FDIworker 0.03 0.00 0.04 0.00 0.04 

  (0.07) (0.09) (0.07) (0.10) (0.07) 

Union  0.14 0.12 0.13 0.12 0.13 

  (0.05)*** (0.06)** (0.05)*** (0.06)** (0.05)*** 

Savings 0.08 0.04 0.09 0.02 0.07 

  (0.04)* (0.04) (0.06) (0.03) (0.05) 

Tertiary Ed. 0.06 0.07 0.08 0.05 0.06 

  (0.06) (0.05) (0.06) (0.06) (0.06) 

Today-Past Ladder -0.08 -0.08 -0.07 -0.09 -0.08 

  (0.01)*** (0.02)*** (0.01)*** (0.02)*** (0.01)*** 

Future-Today Ladder -0.01 -0.03 -0.02 -0.03 -0.01 

  (0.01) (0.01)*** (0.01)** (0.01)*** (0.01) 

Job Security Pref. 0.04 0.05 0.02 0.06 0.04 

  (0.06) (0.06) (0.06) (0.06) (0.06) 

Food Exp.(by country 

avg)   -0.02   -0.02 

      (0.01)*   (0.01)* 

Food % of HH Exp.   -0.22   -0.20   

    (0.13)*   (0.14)   

Ladder Now 0.03     0.04 0.03 

  (0.01)**     (0.02)** (0.02)* 

Observations 2514 1993 2487 1993 2487 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of 

employment, occupation, firm size, city size, age, gender, number of children, marital status and country are 

included in this analysis.  

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Table 4.8: Coefficients for FDIworker on Individual Categories of Welfare Programs (Models I-V) 

  Ladder Food Expend (%) 

Food Expend 

(Country)  

Ladder/Food 

Expend (%) 

Food Exp. 

(Country)/Ladder 

Unemployed 0.06 0.13 0.09 0.13 0.09 

 

(0.07) (0.063)** (0.07) (0.063)** (0.07) 

The Poor 0.07 0.18 0.10 0.18 0.10 

 

(0.05) (0.06)*** (0.05)* (0.06)*** (0.05)** 

Families -0.01 0.02 0.00 0.02 0.00 

 

(0.08) (0.09) (0.08) (0.09) (0.08) 

Veterans -0.03 -0.03 -0.04 -0.03 -0.04 

 

(0.06) (0.07) (0.06) (0.07) (0.06) 

Disabled 0.29 0.28 0.28 0.28 0.28 

 

(0.07)*** (0.08)*** (0.07)*** (0.08)*** (0.07)*** 

Elderly  0.11 0.18 0.11 0.18 0.11 

  (0.07) (0.06)*** (0.07)* (0.06)*** (0.07)* 

Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of 

employment, occupation, firm size, city size, age, gender, number of children, marital status, union membership, 

savings, job security preferences, education and country are included in this analysis. Also included are assessments of 

prospective and retrospective economic change (Future-Today and Today-Past) 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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  The responses regarding specific groups and the extent to which they deserve 

government (welfare state) support can be thought to be analogous to different welfare 

programs. However, several prominent welfare state areas are not clearly associated 

with any of the groups (i.e. health and education spending, vocational (re)training 

programs, etc). As in the previous chapter, these results indicate a significant positive 

relationship between MNC employment and support for several of the groups—

though not all. In the LiTS 2010 dataset, MNC employees report significantly higher 

levels of support for government welfare for the disabled and in at least some of the 

models for the elderly, the poor, and the unemployed. They do not differ from other 

responses in their support for government welfare for veterans or families.
66

  

4.2.1 Alternative Hypothesis: Risk Aversion 

An alternative hypothesis that could explain the correlation between MNC 

employment and welfare state preferences is that MNC employees are more risk 

averse than other workers for unobservable reasons. Greater risk aversion would 

produce greater affinity for welfare support as insurance even if the risk of those 

outcomes is not greater for this group of workers. Since I am unable to directly test the 

perceived likelihood of job loss and concerns over taking a lower paying job in this 

                                                           
66 The response to the specific question about government support for the unemployed is significantly 

affected by MNC employment in the full post-communist sample in only two of the models. However, 

by examining the heterogeneity in the post-communist group, it appears that for the formerly Soviet 

countries, MNC employment does make workers more likely to support government support for the 

unemployed in all five models. In the EU accession states as a group, FDIworker is not significantly 

correlated with this variable. This pattern in the post-communist countries supports the argument that 

economic insecurity among MNC workers and resultant preference for welfare policies are driven in 

large part by the relative scarcity of MNC jobs and their superiority over domestic sector jobs. MNC 

employment is significantly correlated with support for the unemployed in Poland. Poland has a lower 

percentage of MNC workers in their survey sample (and their overall population) than Hungary, 

Slovakia, Slovenia, the Czech Republic, and even Bulgaria and Romania according to EU data on total 

number of employees and the number of employees at foreign-owned affiliates.   
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dataset, I test measures of risk aversion that are provided in the survey to show that 

these data do not support this alternative explanation of the correlation between MNC 

employment and support for government welfare.  

The survey asks questions related to risk acceptance/aversion. The first is a 

hypothetical situation about being a farmer. The survey participants are asked whether 

they would sell their car to purchase costly insurance against drought in the form of 

irrigation.
67

 MNC workers in the post-communist countries are no more likely to 

choose the insurance option in this hypothetical question than are workers in domestic 

firms (see Table 4.9). MNC workers are not significantly different in their preferences 

for insurance in their responses in western Europe (not shown).  

The second question about risk acceptance is worded in the following way, 

“Please, rate your willingness to take risks, in general, on a scale from 1 to 10, where 1 

means that you are not willing to take risks at all, and 10 and means that you are very 

much willing to take risks.” Again, FDI-workers do not differ significantly from other 

workers in their self-reported level of risk acceptance in post-communist countries 

(Table 4.10) or western European countries (not shown).
68

  

                                                           
67

 “Imagine that you are a farmer. If all goes well, you expect to sell your harvest for [COUNTRY 

SPECIFIC AMOUNT] in a few more months. However, there is a risk: If there is a drought the harvest 

will be lost --this has happened to your neighbors in half of the recent years. You consider installing an 

irrigation system which would protect your crop in case of a drought, but it costs [COUNTRY 

SPECIFIC AMOUNT] and you would need to sell your car to buy it. Which of the following is more 

likely to be your decision?” The respondents choose “I would take the risk and hope there is no 

drought” or “I would sell my car and buy an irrigation system.” 
68 Another questsion relevant to risk aversion has been used as a control variable in all the analyses 

discussed. The question asks which of two jobs the respondent would prefer: one with an average salary 

and little scope for promotion, but is a “safe, long-term” job or one with a high salary, a good 

probability for promotion, “but significantly less job security.” On this question, FDIworker is 

significantly correlated with the respondent’s choice, but in favor of the less-secure job.  It is, therefore, 

highly unlikely that the difference in responses about government support for the unemployed (and 

other insurance-related welfare state policies) is due to a greater risk aversion among MNC workers.  
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Table 4.9: Would You Purchase Costly Insurance? (Post-Communist) 

FDIworker 0.01 0.004 -0.001 0.003 -0.002 

  (0.07) (0.07) (0.06) (0.07) (0.06) 

Union  0.01 -0.08 0.001 -0.08 0.001 

  (0.05) (0.06) (0.05) (0.06) (0.05) 

Savings 0.09 0.05 0.08 0.06 0.09 

  (0.05)* (0.06) (0.05)* (0.06) (0.05)* 

Tertiary Ed. 0.10 0.10 0.10 0.11 0.10 

  (0.04)*** (0.05)** (0.04)** (0.05)** (0.04)** 

Today-Past Ladder 0.02 0.01 0.02 0.01 0.02 

  (0.01) (0.01) (0.01) (0.01) (0.01)* 

Future-Today Ladder -0.01 -0.01 -0.01 -0.02 -0.01 

  (0.01) (0.01) (0.01) (0.01) (0.01) 

Job Security Pref. -0.04 -0.05 -0.03 -0.05 -0.04 

  (0.05) (0.04) (0.05) (0.04) (0.04) 

Food Exp.(by country avg)     0.01   0.01 

      (0.01)   (0.01) 

Food % of HH Exp.   -0.27   -0.29   

    (0.12)**   (0.12)**   

Ladder Now -0.01     -0.02 -0.01 

  (0.02)     (0.02) (0.02) 

Observations 9028 6469 8620 6469 8620 
Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of employment, occupation, firm size, city 

size, age, gender, number of children, marital status, country and a constant are included in this analysis.  

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Table 4.10: Willingness to take Risks (Not Willing to Very Willing) (Post-Communist) 

FDIworker 0.05 0.06 0.04 0.06 0.04 

  (0.05) (0.06) (0.05) (0.06) (0.05) 

Union  0.03 0.04 0.02 0.04 0.02 

  (0.04) (0.04) (0.04) (0.04) (0.04) 

Savings 0.08 0.09 0.13 0.04 0.07 

  (0.03)** (0.04)** (0.04)*** (0.04) (0.03)** 

Tertiary Ed. 0.08 0.08 0.10 0.05 0.08 

  (0.04)** (0.03)** (0.03)*** (0.04) (0.04)** 

Today-Past Ladder -0.02 0.01 0.01 -0.02 -0.02 

  (0.01) (0.01) (0.01) (0.01) (0.01)* 

Future-Today Ladder 0.05 0.04 0.04 0.05 0.05 

  (0.01)*** (0.01)*** (0.01)*** (0.01)*** (0.01)*** 

Job Security Pref. -0.38 -0.41 -0.39 -0.41 -0.38 

  (0.04)*** (0.05)*** (0.05)*** (0.05)*** (0.04)*** 

Food Exp.(by country 

avg)   -0.23   -0.14   

    (0.08)***   (0.07)**   

Food % of HH Exp.     0.02   0.01 

      (0.01)**   (0.01)** 

Ladder Now 0.09     0.09 0.09 

  (0.01)***     (0.02)*** (0.01)*** 

Observations 10126 7103 9638 7103 9638 
Ordered Probit Results. Robust standard errors clustered by country in parentheses. Variables for industry of employment, occupation, firm 

size, city size, age, gender, number of children, marital status, and country are included in this analysis.  

* significant at 10%; ** significant at 5%; *** significant at 1% 



119 
 

 
 

4.3 Conclusion 

 Using cross-national survey data from post-communist and western European 

countries, this chapter has examined the correlation between workers’ employment in 

an MNC, measures of economic well-being, job prospects, and preferences over 

welfare policies and redistribution. While data limitations do not permit me to test the 

relationship between FDI-exposure and probability of job loss in this chapter, I show 

that FDI-exposed workers in post-communist countries are better off than other 

workers with respect to improvement in their economic condition and satisfaction with 

their current job. They are also more likely view more groups of people as deserving 

of government support, but this difference is not due to MNC workers having greater 

preferences for redistribution or higher levels of risk aversion than domestic-sector 

workers.  

Furthermore, the data exploited in these chapters demonstrate FDI does not 

affect MNC workers equally in all contexts.  Specifically, the data support the model 

presented in this dissertation as relevant for post-communist countries and that the 

results are strongest where MNC employment is scarcer. However, the analysis of the 

data from western European countries—the context of most of the previous studies of 

the compensation hypothesis—shows that MNC workers in this context do not report 

differences in job quality from domestic workers. They also do not differ in their 

support for government support for various groups. 
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Chapter 5: You Can’t Go Home: Round-Trip FDI and Compensation 

Chapters 3 and 4 have examined the perceptions and preferences of workers in 

FDI-recipient firms and have shown that these workers tend to rate their jobs as 

“better” than other workers with similar characteristics. However they also respond in 

surveys with stronger preference for welfare state policies. This is puzzling if welfare 

policies are seen only as redistributive, given the prevailing theories about 

redistributive preferences. It conforms with the explanation laid out in this dissertation 

that concerns about job insecurity—both as a probability of job loss and as the 

magnitude of the decrease in well-being in the event of job loss—contribute to 

demands for government welfare support.   

In this chapter, I exploit a particular type of FDI that is common in the post-

communist context—so called “round-trip” FDI— to explore several questions about 

the source of the greater job insecurity.  Round-trip FDI is investment capital that 

originates in the host country, but is channeled abroad before being reinvested in its 

country of origin. Round-trip FDI provides an opportunity to determine whether the 

job insecurity expressed by FDI-exposed workers is due to cultural differences in 

business practices, mistrust of foreigners, or concerns about foreign investors’ relative 

lack of information and social connections in the host country. Since round-trip FDI 

represents capital ultimately owned by domestic investors, if similar patterns of job 

insecurity exist among workers at these firms as were shown in the previous chapters 

it confirms that the transnational movement of capital—rather than the foreignness of 

the investors--contributes to the job insecurity experienced by workers. 
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This chapter uses a most similar case study of firms operating in the same 

industry in the same region of Ukraine. These firms are historically similar. Each is 

owned as part of a multinational production network owned by rich Ukrainians (so-

called “oligarchs”). However, one of the firms is owned by a Ukrainian who has 

chosen to purchase and manage his investments through German and Austrian 

companies while the others are controlled more directly through domestic ownership. 

An examination of the perceptions and preferences of workers at these firms, parallel 

to the analysis conducted in chapter 3, shows that workers at  the firm receiving  

round-trip FDI still report higher wages, better benefits, and greater job insecurity and 

welfare preferences than workers at the same kind of factory in the same industry. 

5.1 Round-Trip FDI: Motivations for the Journey 

Round-trip FDI represents a significant (though impossible to determine) 

percentage of FDI in post-Soviet countries, China, Indonesia and India. It is an 

understudied phenomenon in international political economy, but economically and 

politically important in several emerging economies.  

In order to make the comparison presented in this chapter, I will briefly discuss 

some of the explanations for why investors choose round-trip investment strategies. 

This is necessary in order to address concerns about selection problems that might 

account for differences in workers perceptions. Domestic investors tend to incur 

increased transactions costs when investing through round-trip FDI, so they must have 

some significant incentives for doing so. Of the few researchers that have considered 
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the phenomenon of round-trip FDI, most have pointed to investment incentives or tax 

breaks available to foreign investors as inducements for domestic capital to go abroad 

before being invested at home. This explanation makes sense in the case of China, but 

cannot explain the prominence of round-trip FDI in post-Soviet countries, particularly 

Russia and Ukraine, since such incentives are virtually non-existent in these countries. 

Even where modest incentives exist, past policy reversals on such incentives make it 

unlikely that investor behavior would change markedly in response. In addition, these 

countries have relatively low corporate tax rates themselves (and a notorious 

prevalence of tax evasion), so the benefit of exporting capital to a tax haven simply to 

reinvest at home is low.  

An alternative explanation is that investors export their capital before investing 

it at home in order to reduce their political risk. Political risk tends to be high in post-

Soviet countries due to well-documented, pervasive corruption, government credibility 

problems, and economic retaliation for political purposes.  Analyzing the Ukrainian 

situation specifically, Kononov (2010) lists the desire to “secure… assets from the 

unpredictable political environment…, including seizures and raids” as one of the 

primary drivers of Ukrainian outward FDI. He cites the turnover of power and 

political targeting of economic assets as a driving factor in the political risk for 

investors in Ukraine. This gives prominent economic actors in Ukraine incentive to try 

to remain politically neutral or to use the international economy as a protection of their 

assets. Though domestic legal protections for FDI are minimal (and unlikely to be 

respected in a politically-motivated economic attack), round-trip FDI may be protected 
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by investment treaties with other countries.
69

 Poor treatment of a foreign investment 

(even if the investor is not actually foreign) also has reputation costs, in terms of 

investment attractiveness and risk ratings, for the country.  

This presents a potential selection problem in comparing workers at firms with 

round-trip FDI to workers whose owners decided to hold the firm through more 

traditional domestic ownership patterns. Those who decided to incur the transactions 

costs associated with round-trip FDI may be facing greater political risk, which could 

translate into greater job insecurity for their workers. However, to the extent that using 

the round-trip FDI investment strategy mitigates this risk, differences in investor risk 

may be minimized. Even if investment risk differentials continue to exist between 

domestic firms and firms with round-trip FDI, it is important to note that risk for 

investors does not necessarily put workers’ jobs at risk. In some cases, negative 

government attention in the form of judicial action, tax investigations and 

discrimination could lead to both investment and job loss, making investors’ and 

                                                           
69 One well-known case where Ukrainian investors sought to protect an investment using round-trip FDI 

is Tokios Tokeles, a corporation incorporated in Lithuania, and its Ukrainian subsidiary Taki Spravy, a 

publishing house. In 2002, Tokios Tokeles submitted a request to the International Centre for 

Settlement of Investment Disputes (ICSID), as provided for in the Lithuanian-Ukrainian bilateral 

investment treaty (BIT), for compensation for politically-motivated acts by the Ukrainian government 

against Taki Spravy. The Ukrainian government argued that the BIT did not grant the ICSID 

jurisdiction in the matter because Ukrainian nationals owned 99% of the outstanding shares and 

comprised two-thirds of the management of Tokios Tokeles. The ICSID controversially ruled that it did 

have jurisdiction and the provisions of the BIT would apply to this “foreign” investment. This case is 

not unique. Investors who utilize round-trip FDI have used international institutions or diplomatic 

pressure from a second or third country on numerous occasions. When the question of potentially 

renationalizing the Vilnohirsk GOK arose prior to the election due to a falling out between 

Tymoschenko and Firtash, the German ambassador made public statements about the importance of the 

security of property rights referencing the dispute. A German company, even if owned by a Ukrainian, 

is reason enough for diplomatic overtures from the German embassy. 
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workers’ risks coincide. However, in cases of nationalization of an investment, 

workers’ jobs will often be protected.  

To avoid the potential selection bias of worker risk being correlated with 

round-trip FDI, the firms in this study are chosen to be ones most likely to be subject 

to government takeover in the event of political problems. The chosen firms are 

closely associated with the natural resource sector—the firms are all metallurgical 

mining and processing plants. Such plants are known as GOKs (due to the Russian-

language acronym).  Many of the jobs at these firms are standard manufacturing jobs, 

associated with the processing of metal ores and production of metal products. A 

portion of the jobs are directly associated with the ore extraction. Because of their 

connection with natural resources, the firms were only partially privatized; they 

currently have half state ownership and half private ownership (either as round-trip 

FDI or domestic holdings). Even in the event of government action against the private 

owners, the GOK would be taken back into full state ownership. While the investors 

would lose their investment, the jobs of the workers should not be threatened by this 

action. This is not a speculative presumption. Prior to the 2010 presidential election, 

when the owner of the GOK with round-trip FDI fell out of political favor with then-

prime minister Yulia Tymoschenko, threats were made to return the GOK to full 

government control. This threat expired several months prior to the period when 

perceptions and preferences were measured for this study when Victor Yanukovich, 

with whom the GOK owner had allied, was elected president. As a result, even if there 

is a selection effect and the oligarch who opted for round-trip FDI as his ownership 
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strategy did so due to a higher level of political risk, the political risk should not 

translate directly into greater job risk for the workers whose perceptions are being 

measured in this chapter. 

However, round-trip FDI may introduce job risk for the same reasons that 

other forms of FDI do—fear that the investors themselves may chose to relocate some 

or all of the jobs from the current location. Investors who round-trip their assets have a 

proven inclination to move their capital abroad when it become economically useful or 

they face an increase in political risk. It is unclear whether the second form of job 

insecurity—fear of having to take a worse job in the event of job loss--will be 

associated with round-trip FDI, because it is unclear whether round-trip FDI conveys 

benefits in the form of higher salaries, better benefits, or more opportunities. This 

study provides a first opportunity to test whether round-trip FDI conveys such 

advantages in the eyes of the workers.  

This chapter uses in-depth background data on the firms described above and 

interviews with employees and local officials to test whether round-trip FDI differs 

from domestic ownership in a pattern similar to the one shown to exist with truly 

foreign FDI in chapter 3.   

5.2 The Cases 

The firms considered in this study are all metallurgical mining and processing 

plants (GOKs, as mentioned above) located in small towns in the Dnipropetrovska 

oblast. The firms are named for the towns in which they are located and, both 

historically and at present, represent the largest economic entity in the local economy. 
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The firms are 1) the Vilnohirsk GOK; 2) the Ordzhonikidze GOK; and 3) the 

Marhanets GOK. The Vilnohirsk GOK is 50% (minus one share) controlled by Dmitri 

Firtash, a Ukrainian, through a company he owns in Germany (Ostchem Germany 

GmbH). It is the firm with round-trip FDI. Local leaders and workers alike are well 

aware of the true ownership, considering it to be owned by a Ukrainian. Henadiy 

Boholyubov and  Ihor Kolomoyskyy, among the richest of the Ukrainian oligarchs 

control both the Ordzhonikidze and Marganets GOKs
70

 through their conglomeration 

known as PrivatGroup. The group owns stakes in banking, mining, chemicals, 

metallurgy, real estate and a host of other industries in Ukraine.  A local official 

confirmed that it is common knowledge that the local GOK has been controlled by 

PrivatGroup since its partial privatization.  

Aside from the presence of round-trip FDI in the ownership of the Vilnohirsk 

GOK, the firms were selected to be comparable in all other relevant aspects. Each 

GOK employs approximately 6000 -7000 workers officially. According to interviews 

with a sample of workers at the Ordzhonikidze GOK, monthly wages range from 500 

to 3000 hryvna, with a mean of approximately 1315 hryvna.
71

 In the Marhanets GOK 

the wages are from 500 to 2300 hryvna, with a mean of approximately 1122 hryvna 

                                                           
70

 The Orzhonikidze GOK and Marganets GOK are organized as Public Joint Stock Companies—they 

are corporations in which anyone may buy shares, but in a very complicated ownership structure, the 

overwhelming share of the privatized interest in these GOKs are owned by PrivatGroup. 
71

 However, more than half the workers at the Ordzhonikidze GOK declined to report their wages or 

household income.  The interviewed workers from the Marhanets GOK responded at a higher rate; only 

about 16% declined to answer the questions about wages and income. At the Vilnohirsk GOK fewer 

than 5% of the workers declined to state their wages. The discrepancy in reported wages may be due to 

reticence on the part of more highly paid workers to state their wages. This seems to be the case as 60% 

of the workers in management occupations declined to state their wages, while only 12% of the 

unskilled workers declined at the Ordzhonikidze GOK.  
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per month. In the Vilnohirsk GOK, monthly wages range from 700 to 4000 hryvna, 

with a mean of approximately 1754 hryvna.  According to the company profile listed 

with the Ukrainian employment offices, the GOKs all employ workers primarily in the 

following occupations: miners, drivers, handlers, technicians, machinists and operators 

of various forms of equipment.   

All the firms involve metal mining and processing. All of their products are 

exported as well as having a domestic market. The Vilnohirsk GOK processes 

titanium, ilmenite and zirconium products for use in a variety of chemical and 

metallurgical manufacturing processes. Ordzhonikidze and Marhanets process a 

variety of manganese concentrates for use as inputs in other manufacturing processes, 

primarily steel production. While the markets for manganese and titanium products 

differ somewhat, in both cases Ukraine is a noticeable, but not predominant, exporter 

in the international market. In all cases, the world economic crisis that began in 2008 

had a negative effect on the demand for the goods produced by the GOKs. This effect 

was probably more pronounced in the demand for steel and, therefore, affected the 

demand for the manganese products produced by the Ordzhonikidze and Marhanets 

GOKs. Each of these GOKs experienced a production halt of several months 

duration,
72

 resulting in furloughed workers during the three years prior to the period in 

which this study was conducted. These events certainly have the potential to impact 

the job insecurity experienced by workers, but since they were more pronounced in the 

                                                           
72

Metall Ukrainy 2009, 44 
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GOKs without round-trip FDI, they work against finding that workers at firms with 

round-trip FDI have less job security and greater insurance demands.  

 In addition to the similarities in the firms themselves, similarities in the 

communities from which the GOK workers are drawn contribute the comparability of 

the workers along a variety of cultural and socio-economic measures.  Vilnohirsk was 

officially founded in 1956 specifically to take advantage of the economic opportunities 

presented by the metal ores in the area.  Marhanets was founded in 1938 to exploit 

veins of manganese in the Nicopol ore reserve. Ordzhonikidze was officially founded 

in 1956 at a different spot on the Nicopol manganese reserve. None of the cities have 

universities, ports, or airports. Each is about two hours travel from the regional capital 

of Dnipropetrovsk and is accessible by bus or taxi.  

At all the GOKs, workers interviewed for this study had similar levels of 

educational attainment. All the workers have at least a secondary education. Between 

75.2% (Vilnohirsk) and 77.6% (Ordzhonikide) of workers report having no university 

education.  

Politically all three cities support the Party of Regions over other political 

blocs—not, surprisingly since the Dnipropetrovsk region is in eastern Ukraine. The 

voting district containing Vilnohirsk voted about 62% for Yanukovich in the 2010 

presidential election. In the district containing Ordzhonikidze about 69% of voters 

chose Yanukovich. In Marhanets, it was 58%. While there is variation in the strength 
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of the support, of the three cities, the city receiving the round-trip FDI had the 

intermediate level of political support for the winning candidate. 

 I emphasize these similarities to make the argument that the workers’ 

perceptions and preferences collected in this study should be mostly homogenous in 

the unobservable components of their backgrounds and job situations. This helps to 

make the argument that differences in their views may be ascribed to differences 

produced by the  round-trip FDI that affects only the workers at the Vilnohirsk GOK.  

5.3 Results: Insecurity and Compensation Demands for Round-Trip FDI 

The same hypotheses examined in Chapter 3 are tested using in-depth 

interview data from workers at the GOKs described above. The only exception is that 

this chapter will not test broader attitudes toward globalization because, even though 

the ownership and management by a foreign company is objectively indisputable, I 

found that none of the affected workers recognize that their firm has any foreign 

ownership. The focus of these tests in this context is theory-building: this study 

examines whether round-trip FDI differs from domestic investment in its effects on 

how workers assess their probability of job loss and how they assess their current jobs 

relative to other available job possibilities.  

H1: FDI-exposed workers perceive themselves as “better off” than 

similar domestic workers.   

It is entirely an empirical question whether round-trip FDI will have this effect 

for workers since many of the explanations for the foreign wage gap may not apply to 
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this type of ownership. For example, foreign investors higher search costs and 

informational disadvantages have been posited as an explanation for their higher 

wages; domestic investors using round-trip FDI are not at a disadvantage compared to 

other domestic owners in these respects. I test this hypothesis in order to have a basis 

on which to judge whether workers exposed to round-trip FDI may experience job 

insecurity tied to a greater fear of having to accept a worse job if they lose their 

current one. For this type of job insecurity to exist, workers at the Vilnohirsk GOK 

should report higher wages or better benefits than workers at the other GOKs. 

However, even if they do not have “better” jobs, leading to this type of job insecurity, 

workers at the Vilnohirsk GOK may still have job insecurity resulting from a 

perceived higher probability of job loss. 

 Using reported objective wages the data collected from the GOK employees 

reveals that, controlling for obvious factors that are correlated with income, including 

occupation level, education level, sex and age (often a proxy for experience), the 

workers at the Vilnohirsk GOK are reporting significantly higher wages than those at 

the other GOKs. The magnitude of the difference is over 400 hryvna (average monthly 

wages for the Dnipropetrovsk region are 1876 hryvna) and it is significant at the 5% 

level (see Table 5.1). However comparing the Vilnohirsk GOK to each of the other 

GOKs separately shows that the reported wages in Vilnohirsk do not differ 

significantly from the wages in Ordzhonikidze, but the difference between Vilnohirsk 

and Marhanets is over 500 hryvna and significant at the 1% level.  
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However, the lack of significance in wage levels between Vilnohirsk and 

Ordzhonikidze may be due to the high degree of missingness of the wage variable in 

the Ordzhonikidze GOK and fact that the missingness appears to be correlated with 

occupation level. I use an alternate measure to determine if the workers at the 

Vilnohirsk GOK perceive themselves to be economically better off than the workers at 

the other GOKs. This measure is imperfect because it involves the income of other 

household members as well as the wages of the GOK employee. Using responses to 

the question “To what extent does your household income cover your necessary 

expenses?” with seven responses ranging from “Often we do not have money and 

food” to “We have plenty” reveals that workers exposed to round-trip FDI are not 

significantly different from the workers at the other GOKs (Table 5.2). However, a 

difference does exist between reported economic well-being of workers at Vilnohirsk 

and at Marhanets. This agrees with official statistics, which show average wages in 

Vilnohirsk as being higher than average wages in Marhanets and slightly lower than 

average wages in Orzhonikidze.  

This finding is not surprising given that the expected differences between two 

groups of domestic investors with respect to technology, cost of financing, access to 

capital, access to information, and social networking opportunities are smaller than the 

differences we expect to see between domestic capitalists and foreign investors. 
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Table 5.1: Self-Reported Wages 

  Three GOKs 

Vilnohirsk-

Marhanets 

Vilnohirsk-

Ordzhonikidze 

Round-Trip FDI 456.53 509.66 293.13 

  (69.31)** (4.82)*** (119.29) 

Age 8.65 13.41 12.90 

  (8.84) (7.52) (10.34) 

Female -478.04 -493.09 -469.35 

  (29.90)*** (52.37)* (53.01)* 

University Ed. 368.33 388.93 400.39 

  (54.14)** (89.90) (52.08)* 

Partial University 44.50 67.03 126.15 

  (82.84) (110.16) (136.77) 

Technical Training 134.49 196.16 80.58 

  (84.23) (63.77) (124.74) 

High-level Mgmt 247.74 203.09 0.00 

  (126.10) (32.56) 0 

Departmental 

Mgmt 313.64 218.83 573.46 

  (233.22) (266.28) (169.91) 

Specialist 132.06 55.36 300.31 

  (187.67) (240.00) (10.97)** 

Associate 

professional -171.44 -160.84 -152.47 

  (23.44)** (86.37) (80.49) 

Unskilled worker -188.96 -239.68 -304.40 

  (84.13) (194.19) (305.72) 

Unemployed since 

91 133.51 173.05 228.08 

  (127.69) (170.07) (77.96) 

Constant 727.29  369.90  522.08  

  (602.83) (627.53) (519.00) 

Observations 201 173 147 

R-squared 0.38 0.38 0.36 

OLS Analysis. Robust standard errors in parentheses clustered by city/enterprise 

* significant at 10%; ** significant at 5%; *** significant at 1%   
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Table 5.2: Household Income Adequate for Expenses 

  
Three 

GOKs 

Vilnohirsk-

Marhanets 

Vilnohirsk-

Ordzhonikidze 

Round-Trip FDI 0.05 0.40 -0.18 

  (0.21) (0.18)** (0.10)* 

Age 0.01 0.02 0.01 

  (0.01) (0.01)*** (0.01) 

Female -0.38 -0.12 -0.35 

  (0.26) (0.02)*** (0.34) 

High-level Mgmt 1.77 2.03 1.48 

  (0.32)*** (0.40)*** (0.08)*** 

Departmental Mgmt 0.32 0.54 0.63 

  (0.28) (0.22)** (0.28)** 

Specialist 0.21 0.43 0.07 

  (0.14) (0.25)* (0.04)* 

Associate professional -0.07 -0.05 -0.03 

  (0.16) (0.35) (0.19) 

Unskilled worker -0.01 0.29 -0.55 

  (0.43) (0.66) (0.45) 

Unemployed since 91 -0.04 -0.26 -0.06 

 

(0.20) (0.09)*** (0.27) 

Cut 1 -1.90 -1.82 -1.69 

 

(0.36) (0.59) (0.02) 

Cut 2 -1.25 -1.17 -1.33 

 

(0.13) (0.01) (0.26) 

Cut 3 0.68 0.97 0.71 

 

(0.22) (0.18) (0.09) 

Cut 4 1.48 1.78 1.47 

 

(0.17) (0.001) (0.02) 

Cut 5 2.39 2.44 2.51 

 

(0.17) (0.10) (0.44) 

Cut 6 3.38 3.50 3.32 

 

(0.18) (0.19) (0.31) 

Observations 256 189 191 

Pseudo R2 0.045 0.062 0.047 

Prob>chi2 0.332 0.654 0.221 

Ordered Probit results. Robust standard errors in parentheses clustered by 

city. Education dummy variables included in analysis, but not in table 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Table 5.3: Does Your Firm Provide Payment For Training/Increasing Your Qualifications? 

  

Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Round-Trip FDI 1.38 2.14 0.21 1.34 2.23 0.76 

  (0.70)** (0.19)*** (0.08)*** (0.53)** (0.30)*** (0.10)*** 

Monthly Wages (1000 UAH) 0.34 0.32 0.13       

  (0.03)*** (0.03)*** (0.07)*       

Income Adequacy       0.08 -0.10 -0.01 

        (0.08) (0.004)*** (0.08) 

Age -0.06 -0.06 -0.04 -0.04 -0.05 -0.04 

  (0.01)*** (0.01)*** (0.01)*** (0.01)*** (0.02)** (0.002)*** 

University Ed. -1.23 -0.89 -1.41 -0.40 -0.35 -0.42 

  (0.37)*** (0.10)*** (0.65)** (0.04)*** (0.33) (0.15)*** 

Partial University 0.36 0.52   0.75 0.92   

  (0.14)** (0.12)***   (0.19)*** (0.02)***   

Technical Training -0.71 -0.79 -0.98 -0.38 -0.37 -0.52 

  (0.23)*** (0.35)** (0.04)*** (0.13)*** (0.12)*** (0.19)*** 

Unemployed since 91 -0.70 -0.73 -0.67 -0.35 -0.67 -0.20 

  (0.21)*** (0.47) (0.59) (0.19)* (0.33)** (0.13) 

Constant 3.51 2.85 4.56 2.35 2.76 2.64 

  (0.56)*** (1.02)*** (1.12)*** (0.04)*** (1.43)* (0.19)*** 

Observations 126 109 81 161 119 109 

Pseudo R2 0.31 0.456 0.129 0.232 0.426 0.103 

Probit analysis. Robust standard errors in parentheses clustered by city. Occupational and gender categories are included in 

the analysis, but excluded from the table for ease of presentation.  

* significant at 10%; ** significant at 5%; *** significant at 1% 
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Further information provided in the detailed interviews with the GOK workers 

indicates that round-trip FDI, like other types of FDI, is correlated with firm-

sponsored training which may contribute to the workers feeling “better off” or having 

greater promotion potential. 52% of workers at the Vilnohirsk GOK answered that 

they received firm-sponsored training, while only 25% of the workers at the other two 

GOKs did. The difference does not appear to be simply due to the Vilnohirsk workers 

being more aware of their benefits. While a substantial proportion of the workers 

interviewed said that they were unsure whether their firm paid for schooling and 

raising professional qualifications, at each GOK the same percentage of workers 

(36%) gave the “don’t know” response. .  

The difference between the Vilnohirsk GOK and the other GOKs is significant 

when controlling for age, sex, occupation level, and other individual characteristics. 

The marginal effect of exposure to round-trip FDI on the probability of receiving paid 

training is 48% (71% compared to the Marhanets GOK and 5% higher than 

Ordzhonikidze).
73

  Older workers and those who have completed university education 

are significantly less likely to report receiving firm-sponsored training (see Table 5.3) 

In terms of other benefits, there is no difference in reported vacation, sick 

leave, or maternity policies at the GOKs. Workers at the GOK with round-trip FDI 

report that they have medical assistance and child care through their employer at a 

                                                           
73

 Figures in the text are for the analysis with wages in it. For the models containing income adequacy 

measures, rather than income, the marginal effect of round-trip FDI is 47% for the three GOKs, 25% for 

Vilnohirsk compared to Ordzhonikidze, and 75% compared to Marhanets. 
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higher rate than the workers at the Marhanets GOK, but not significantly different than 

the workers at the Ordzhonikidze GOK.    

Graph 5.1: Does Your Firm Provide the Following Benefits (% Yes)

 

 H2: Workers in foreign-owned firms are less certain about their 

ability to find another “good” job if they were to lose their current job.  

As in the chapter examining the impact of western-based MNCs in four 

Ukrainian cities, I use the difference between two questions about how difficult the 

respondent feels it would be for himself to get a job if he lost his current job and how 

difficult it would be for a person in his city to find a job.Greater difficulty has a higher 

value, more positive values of this constructed variable mean that the worker perceives 

greater personal difficulty for herself/himself than for the average worker, zero means 

they perceive the same level of difficulty, and negative values indicate that he feels it 

would be easier for him than for the average person in his city to get a job.  
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 In a reflection of the economic realities of living in small provincial cities in 

post-communist countries, no one thought that finding another job would be “very 

easy”. An ordered probit analysis shows that, unlike the workers at firms with “true” 

FDI, the employees of the Vilnohirsk GOK either rate their difficulty in getting a job 

as not significantly different from other workers (in models with using the wage 

measurement) or report a perception of significantly less difficulty finding a new job 

(in models with the income adequacy question) than workers at the other two GOKs. 

The Vilnohirsk workers have a predicted probability of reporting greater personal ease 

than for the average person in their town that is 18% higher than for the other GOK 

workers. For this analysis, I again restrict the sample slightly to exclude workers 

above pension age because these workers are likely to report greater difficulty finding 

work in case of job loss.
74

  

Of course, given the importance of the local labor market in workers’ job 

security concerns, it may be that the workers at the Vilnohirsk GOK truly have an 

easier time finding work due to differences in unemployment rates in the three cities. 

Comparing the number of registered unemployed workers to positions advertised by 

local employers demonstrates that there were 17 job seekers per job offered in 

Vilnohirsk, 27 per job in Marhanets and only 10 per job in Ordzhonikidze.
75

   

                                                           
74 Including workers above pension age, reduces the magnitude and significance of the effect of 

working at the round-trip recipient GOK, but it remains significant at the 10% level. Using OLS instead 

of ordered probit regression, similarly confirms the sign and significance of the effect of rount-trip FDI, 

with a coefficient of -.30 on the FDI variable.   
75

 Central Committee of Statistics of Ukraine, Statistical Yearbook of Dnipropetrovs’ka Oblast, 

Dnipropetrovsk, 2009,335. 
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Table 5.4: Relative Ease of Finding a New Job, Self vs. Other 

  
Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Round-Trip FDI -0.47 -0.49 -0.21 -0.43 -0.56 -0.34 

  (0.29) (0.35) (0.24) (0.08)*** (0.11)*** (0.17)** 

Monthly Wages (1000 UAH) -0.01 -0.12 -0.27       

  (0.45) (0.43) (0.21)       

Income Adequacy       0.02 0.07 0.06 

        (0.07) (0.01)*** (0.08) 

Cut 1 -1.25 -1.57 -1.94 -1.38 -1.42 -1.39 

 

(1.09) (0.129) (0.86) (0.8) (0.57) (0.50) 

Cut 2 -0.76 -1.18 -1.45 -0.88 -1.00 -0.93 

 

(1.21) (0.1.34) (1.04) (0.21) (0.66) (0.66) 

Cut 3 0.37 0.10 -0.24 0.37 0.26 0.40 

 

(1.00) (1.21) (0.74) (0.17) (0.54) (0.63) 

Cut 4 2.40 2.08 1.98 2.32 2.16 2.57 

 

(1.06) (1.28) (0.95) (0.27) (0.44) (0.77) 

Cut 5 3.09 2.71 2.47 3.18 2.97 3.15 

 

(1.41) (1.70) (1.28) (0.50) (0.95) (1.13) 

Observations 171 146 127 218 159 164 

Pseudo R2 0.041 0.045 0.065 0.044 0.046 0.058 

Prob > chi2 0.650 0.960 0.881 0.405 0.724 0.736 

Ordered probit analysis. Robust standard errors in parentheses clustered by city. Occupational, educational, gender, age, 

and unemployed since 1991 are included in the analysis, but excluded from the table for ease of presentation. Workers 

older than pension age are excluded 

* significant at 10%; ** significant at 5%; *** significant at 1%         
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Given the statistics on the number of seekers per job, it is perhaps unsurprising 

that workers at the Vilnohirsk GOK exhibit a lower level of perceived difficulty in 

finding a new job than workers at the Marhanets GOK since the employment situation 

is worse in Marhanets. However,  restricting the sample to compare only the workers 

from Vilnohirsk and Ordzhonikidze reveals that those in Vilnohirsk still report lower 

perceived difficulty in finding a new job in their specialty, even though, objectively 

the ratio of jobs to unemployed persons is lower in Ordzhonikidze.  

Furthermore, the workers’ responses to a general question about the “how easy 

is it for a person in your city to find a job, if he wants to work in his specialty with a 

suitable wages?” provide further evidence that differences in the GOK workers’ 

responses about their personal job prospects are not based solely on differences in the 

local employment conditions. Workers in the Vilnohirsk GOK report that, generally 

speaking, it is more difficult for a person to find a job than the workers in 

Ordzhonikidze or Marhanets (whether considering only two of the cities at a time or 

all three) (see Table 5.5). Vilnohirsk workers have a probability of choosing very 

difficult that is 6% higher than the other workers; 4% more likely compared to the 

Marhanets workers and 5% more likely compared to Ordzhonikidze. This signifies 

that something other than simple local economic conditions (or the survey 

participants’ perceptions of them) is driving the more optimistic view of job prospects 

in case of job loss among these workers.  
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Table 5.5: How difficult is it for someone to find a suitable job in your city? 

  
Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Three 

GOKs 

Vilno-

Marh. 

Vilno-

Ordzh. 

Round-Trip FDI 0.12 0.31 -0.05 0.26 0.40 0.20 

  (0.20) (0.05)*** (0.25) (0.08)*** (0.04)*** (0.02)*** 

Monthly Wages (1000 UAH) -0.12 -0.12 -0.11       

  (0.04)*** (0.03)*** (0.05)**       

Income Adequacy      -0.22 -0.28 -0.19 

       (0.07)*** (0.02)*** (0.10)* 

Cut 1 -3.45  -2.61 -3.02 -3.77 -3.11 -3.90 

  (1.55) (1.36) (1.74) (0.82) (0.95) (1.50) 

Cut 2 -3.09 -2.23 -2.62 -3.33 -2.71 -3.46 

 (1.62) (1.43) (1.81) (0.77) (1.03) (1.45) 

Cut 3 -2.05 -1.28 -1.77 -2.20 -1.68 -2.45 

 (1.25) (1.02) (1.51) (0.49) (0.54) (1.06) 

Unemployed since 91 -0.23 -0.02 0.04 -0.25 0.02 -0.28 

  (0.54) (0.50) (0.50) (0.33) (0.26) (0.60) 

Observations 172 146 128 221 160 167 

Pseudo R2 0.049 0.054 0.052 0.050 0.093 0.058 

Prob > Chi2 0.789 0.000 0.815 0.000 0.000 0.000 

Ordered probit analysis. Robust standard errors in parentheses clustered by city. Occupational, education, gender and age 

categories are included in the analysis, but excluded from the table for ease of presentation. 

* significant at 10%; ** significant at 5%; *** significant at 1%         

 



141 
 

 
 

To measure at the probability that workers assign to having to take an inferior 

job in the event of job loss, I also consider the results of a question workers’ greatest 

fear in the event of job loss.  Graph 5.2 shows that at all three GOKs fear of not 

finding a new job is the dominant response. However, fear of having to accept lower 

pay in a new job is a considerably more common response in Vilnohirsk than in the 

other GOKs, chosen by more than 20% of respondents (versus less than 5% in 

Marhanets.)  

Graph 5.2: Greatest Fear From Job Loss 

 

I also use a multinomial logit analysis to examine the effect of round-trip FDI 

on the likelihood of choosing the “lower pay” option as opposed to the other 

alternatives. the survey data used in chapter 3, MNC workers were significantly more 

likely to choose the “lower pay” fear than any of the other choices, except for the 

necessity of moving, for which MNC employment did not significantly differ. Fear of 

taking a job that pays less is not quite as dominant a concern among the workers 
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exposed to round-trip FDI as it was to the workers exposed to western FDI. However, 

exposure to round-trip FDI has a significant effect on workers choice of “lower pay” 

relative to all other choices. Workers at the Vilnohirsk GOK are 14% more likely to 

choose the “lower pay” option than any of the others. Not surprisingly, the effect of 

round-trip FDI employment on this fear of having to take a “bad” job is greatest 

comparing the Vilnohirsk GOK workers to the Marhanets GOK workers since the 

wage effects are strongest when comparing these two groups. However, even 

comparing the Vilnohirsk GOK to the Ordzhonikidze GOK where the differences in 

reported wages, benefits and difficulties are smaller, working at a firm with round-trip 

FDI significantly increases the chance that a respondent chose “lower wages at a new 

job” relative to four of the other choices in each of the models used.  

As with wages and benefits it appears that round-trip FDI has some effect on 

the perceived probability of having to take a “bad” job if you were to lose your job, 

but that this effect is weaker than with truly-foreign FDI. 
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Table 5.6: If you were to lose your job, what would be your greatest fear? 

Multinomial Logit Results 

    

Lower 

Pay 

vs. 

Not 

Find  

New 

Job  

Lower 

Pay 

vs.Not 

Pay 

Medical 

Lower 

Pay vs. 

Need to 

Move 

Lower 

Pay 

vs. 

Low 

Status 

Job 

Lower 

Pay vs. 

Losing 

Respect 

Lower 

Pay 

vs. 

DK 

Round-Trip FDI 1.12 3.25 1.41 0.75 47.93 1.71 

  

(0.96) (1.25)*** (0.71)** (0.46) (0.46)*** (1.53) 

Change in Predicted Probabilities 

  

Lower 

Pay 

Not 

Find a 

New 

Job 

Not Pay 

Medical 

Need to 

Move 

Low 

Status 

Job 

Losing 

Respect DK 

Round-Trip 

FDI 0.14 -0.12 0 -0.02 0 0 0 

        Observations 227 

     Pseudo R 

 

0.232 

     

Robust standard errors clustered by city. Results for all three GOKs in combination. 

Occupational, age, gender, income adequacy, education, unemployment history, 

savings, and sole providers variables included in this analysis. Respondents older 

than pension age were excluded from this analysis. The change in probability relative 

to a worker in a firm that does not export or have FDI and is indicated as 0 if it is 

between -.001 and .001. Using wages results in lower pay being significantly more 

likely than not finding a new job, inability to pay medical expenses, needing to take a 

low status job, and losing respect for family and friends. Relative to just the 

Marganets GOK workers, the Vilnohirsk workers significantly more likely to choose 

a fear of lower pay than any other option. Relative to workers in Ordzhonikidze, 

Vilnohirsk workers are more likely to chose lower pay than to choose any of the 

other options except not finding a new job or "I don't know" 

* significant at 10%; ** significant at 5%; *** significant at 1% 
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H3: Workers in foreign-owned firms fear job loss more than 

similarly positioned domestic-sector workers. 

If capital exit is easier for round-trip FDI than it is for domestic capital either 

because of established business connections abroad or due to risk minimization tactics, 

we would expect that round-trip FDI, like other FDI, would increase the probability 

that local labor assigns to the job loss outcome.  

An obvious question that arises when considering fear of job loss is whether it 

is relevant in these cases. These firms extract metallic ore and process it into other 

products which are then sold domestically and for export. The mining portion of the 

business is not transferrable; metal ore extraction must take place at the sight of the 

ore deposits. Obviously, dwindling ore supply in the deposits would increase workers' 

real and perceived job insecurity. However, none of the mines attached to the GOKs 

under consideration are currently close to being economically depleted. However, the 

amount of labor involved in extraction is not a set quantity. Increasing the 

mechanization of the process and modernizing plant and equipment represent a 

substitution of capital for labor that can jeopardize jobs. In the last two decades of the 

Soviet system, there was little incentive or means for such substitution. Not only was 

labor inexpensive, employment was mandatory and the state and state-owned 

enterprises had to produce jobs enough for the population. Since the privatization of 

these GOKs to mixed ownership (the state retains a significant interest in all of these 

enterprises), they have completed some degree of modernization and replacement of 

physical capital.  
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All of the GOKs experienced shocks during period preceding the survey that may have 

impacted worker security—a 5-month halt in production for the Marhanets and 

Ordzhonikidze GOKs and a threat of return to state control for the Vilnohirsk GOK. 

However, as noted above the election preceding the period of this research made the 

return of the Vilnohirsk GOK to state control unlikely and it is unclear how much this 

would have affected workers (rather than owners) since a return to state control would 

not have decreased production or decreased the work force. All the GOKs have gone 

through downsizing in recent years. 

With this in mind, Graph 5.3 presents the summary statistics of responses to 

the question “How likely is it, in your opinion, that you will lose your job in the next 

12 months?” for the three GOKs. Respondents could choose from a 5-point scale 

ranging from “Very Unlikely” to “Very Likely.”  

Graph 5.3: Perceived Likelihood of Job Loss 
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Table 5.7 shows the results of an ordered probit analysis considering the 

effects of round-trip FDI on the GOK workers job insecurity—measured as simple 

probability of job loss. The workers at the Vilnohirsk GOK report significantly higher 

perceived probabilities of job loss in all models, in the pooled sample, and in pair wise 

comparisons of the GOKs. Exposure to round-trip FDI increases the likelihood that a 

worker chooses “likely” or “very likely” by 20%-24% depending on the model. 

Past unemployment does not appear to be driving the higher probability of job 

loss perceived by those at the Vilnohirsk GOK. A dummy variable indicating whether 

a worker has experienced unemployment since 1991 is included in the analyses 

presented in this chapter,
 76

 as those who have been unemployed in the recent past may 

have lower job tenure or may fear unemployment more. However, unemployment 

duration and number of incidences are not captured in this simple measure. Of those 

reporting spells of unemployment, only 22% the Vilnohirsk workers reported an 

unemployment spell of more than a year, while 37% of the previously unemployed 

workers in the Ordzhonikidze GOK and 40% at the Marhanets GOK reported long-

duration unemployment. 

                                                           
76 About 75% of the workers at the Ordzhonikidze and Marhanets GOKs reported no history of 

unemployment since 1991. This indicates that they do not consider the 5-month production halt in 2008 

and 2009 to be unemployment, but rather a furlough of workers. This is not uncommon in Ukraine or 

other post-Soviet countries.  
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Table 5.7: Perceived Likelihood of Job Loss in the Next Year 

  Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. 

Round-Trip FDI 0.63 0.55 1.02 0.55 0.55 0.65 

  (0.17)*** (0.08)*** (0.22)*** (0.05)*** (0.03)*** (0.11)*** 

Monthly Wages (1000 UAH) -0.26 -0.23 -0.36       

  (0.10)** (0.13)* (0.002)***       

Income Adequacy       -0.39 -0.48 -0.34 

        (0.07)*** (0.08)*** (0.07)*** 

Unemployed since 91 -0.33 -0.40 0.04 -0.46 -0.34 -0.43 

  (0.37) (0.50) (0.07) (0.19)** (0.19)* (0.33) 

Savings -0.37 -0.43 -0.27 -0.14 0.19 -0.05 

  (0.10)*** (0.06)*** (0.25) (0.18) (0.003)*** (0.14) 

Cut 1 -1.44 -1.80 -0.56 -2.59 -2.72 -2.26 

 (0.73) (0.95) (0.31) (0.25) (0.37) (0.09) 

Cut 2 -0.30 -0.58 0.34 -1.42 -1.49 -1.31 

 (0.43) (0.50) (0.31) (0.05) (0.10) (0.06) 

Cut 3 0.20 -0.06 0.88 -0.94 -0.98 -0.81 

 (0.46) (0.55) (0.38) (0.01) (0.05) (0.03) 

Cut 4 2.03 1.88 3.43 0.61 0.88 1.12 

 (1.07) (1.38) (1.22) (0.68) (0.87) (1.01) 

Observations 185 165 134 229 180 168 

Pseudo R2 0.060 0.053 0.093 0.090 0.088 0.105 

Prob> Chi2 0.002 0.171 0.386 0.080 0.518 0.865 

Ordered probit analysis. Robust standard errors in parentheses clustered by city. Occupational categories are included in the 

analysis, but excluded from the table for ease of presentation. * significant at 10%; ** significant at 5%; *** significant at 1% 
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Job insecurity for workers exposed to round-trip FDI appears to be driven by 

this higher perceived probability of job loss. They appear to fear unemployment less 

than the workers at domestically controlled GOKs since they report less difficulty in 

finding a new job. However they do appear to fear having to take a “bad” job more 

than other workers.  To this point, they fit the model of insecure winners although the 

strength of their gains in income from FDI (and consequently their fear of losing it) 

appear to be somewhat less than what was observed in Chapter 3. However, even on 

the strength of their higher probability of job loss, we expect them to demand more 

welfare state protection. 

H4: Workers in foreign-owned firms do not differ from other 

workers in their opinions about redistribution and inequality.  

In order to gauge their preferences for redistribution, the GOK workers were 

asked which of the following statements they agreed with more: 1) If the budget is 

limited, the government should focus on financing programs that primarily help the 

poorest levels of the population; or 2) If the budget is limited, the government should 

focus on financing programs that are useful to all Ukrainians. Beginning with this 

analysis, I use household income in place of wages, since total income ought to matter 

more than individual wages for welfare and redistributive preferences. 
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Table 5.8: The Government Should Focus on Programs for the Poor 

  Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. 

Round-Trip FDI -0.18 -0.69 0.32 -0.31 -0.71 -0.16 

  (0.44) (0.08)*** (0.18)* (0.19) (0.03)*** (0.02)*** 

HH Income (1000 UAH) -0.07 -0.07 -0.05 

     (0.01)*** (0.01)*** (0.01)*** 

   Income Adequacy 

   

0.11 0.04 0.25 

  

   

(0.15) (0.25) (0.003)*** 

Age 0.01 0.02 0.01 0.01 0.01 0.00 

  (0.01)** (0.003)*** (0.01) (0.004)*** (0.01)** (0.002)** 

Female 0.18 0.06 0.51 0.31 0.09 0.65 

  (0.31) (0.46) (0.23)** (0.35) (0.52) (0.243)*** 

University Ed. 0.41 0.55 0.04 0.42 0.43 0.14 

  (0.35) (0.38) (0.20) (0.40) (0.39) (0.11) 

Partial University 

   

0.25 0.19 -0.07 

  

   

(0.48) (0.55) (0.26) 

Technical Training 0.27 0.31 -0.04 0.15 0.02 -0.17 

  (0.39) (0.53) (0.04) (0.48) (0.65) (0.45) 

Unemployed since 91 0.15 0.06 -0.31 0.41 1.03 0.29 

  (0.53) (0.65) (0.27) (0.30) (0.69) (0.24) 

Savings 0.63 1.08 0.50 -1.44 -0.59 -1.15 

  (0.35)* (0.37)*** (0.44) (0.98) (0.80) (1.17) 

Observations 199 170 141 249 184 185 

Pseudo R2 0.049 0.087 0.068 0.047 0.070 0.078 
Probit analysis. Robust standard errors in parentheses clustered by city. Occupational categories and constant are included in the analysis, but 

excluded from the table for ease of presentation. * significant at 10%; ** significant at 5%; *** significant at 1% 
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The results in Table 5.8 show that the only significant difference between the 

opinions of the workers in Vilnohirsk and those at the GOKs without round-trip 

capital is in the direction of less redistributive interests. The workers at the Vilnohirsk 

GOK are between 6% and 28%  less likely to choose programs that help the poorest, 

rather than all Ukrainians for all models except for one. The only exception is a 

weakly significant positive effect in comparing workers from Vilnohirsk and 

Ordzhonikidze in the model employing household income, which may be attributable 

to the non-random and prevalent degree of missingness in the wage and income 

variables reported from Ordzhonikidze.  This distinction contributes to the evidence 

that, if workers at firms with round-trip FDI do exhibit a greater demand for welfare 

state compensation, it is for insurance purposes, rather than out of more egalitarian 

motives. 

H5: Workers in foreign-owned firms report greater preferences for 

welfare programs.  

To test social policy preferences, respondents were asked which of the following 

statements they agreed with most.  

 The state should lower taxes for enterprises and citizens and spend less on 

health care, education, social assistance and unemployment assistance.
 77

 

 The state should leave taxes and expenditures on health care, education, social 

assistance and unemployment payments at their current levels. 

                                                           
77 Bold in the original. Respondents were given a show card with these three statements. 
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 The state should raise taxes for enterprises and citizens and spend more on 

health care, education, social assistance and unemployment assistance.  

Graph 5.4 shows the distribution of responses at each of the GOKs. The 

distribution among the responses was much more equal at the Vilnohirsk GOK than at 

the two domestically-owned ones.  

Graph 5.4: What Should the Government Do About Taxes and Social 

Spending? 

 

Results of the ordered probit analysis in Table 5.9 show that workers exposed to 

round-trip FDI may be less cognizant of the connection between taxation and 

spending. The workers at the Vilnohirsk GOK are more likely to choose the lower 

taxation, lower spending option in every model attempted. However, when asking 

them about their demand for welfare policy, they are more likely to prefer high levels 

of government involvement in providing welfare outcomes. 
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Table 5.9: With Which Choice Do You Most Agree?: 1) More Taxes/Spending; 2) Status Quo; 3) Lower Taxes/Spending 

 

Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. Three GOKs 

Vilno-

Marhanets Vilno-Ordzh. 

Round-Trip FDI 0.82 1.25 0.41 0.79 1.12 0.67 

  (0.37)** (0.54)** (0.22)* (0.15)*** (0.35)*** (0.26)*** 

HH Income (1000 UAH) 0.03 0.01 0.07 

     (0.06) (0.08) (0.03)** 

   Income Adequacy 

   

-0.17 -0.30 -0.13 

  

   

(0.09)* (0.002)*** (0.14) 

Age -0.01 -0.002 -0.01 -0.001 0.01 -0.003 

  (0.01) (0.001) (0.01) (0.009) (0.001)*** (0.014) 

Female 0.02 0.27 -0.06 -0.22 0.05 -0.29 

  (0.22) (0.25) (0.31) (0.25) (0.19) (0.35) 

Unemployed since 91 -0.23 0.03 -0.26 -0.11 -0.28 -0.04 

  (0.19) (0.34) (0.11)** (0.09) (0.08)*** (0.10) 

Savings -0.17 -0.33 -0.09 0.21 0.03 0.26 

 

(0.13) (0.17)* (0.22) (0.14) (0.19) (0.23) 

Cut 1 -1.15 0.02 -1.47 -1.26 -1.24 -1.18 

 (0.99) (0.57) (0.80) (0.40) (0.97) (0.43) 

Cut 2 0.21 1.36 -0.24 0.15 0.02 0.13 

 (0.92) (0.95) (0.57) (0.05) (0.96) (0.03) 

Observations 142 121 104 177 131 136 

Pseudo R2 0.057 0.079 0.049 0.070 0.068 0.073 

Prob > chi2 0.691 0.122 0.907 0.072 0.074 0.000 
Ordered probit analysis. Robust standard errors in parentheses clustered by city. Occupational and educational categories are included in the analysis, but 

excluded from the table for ease of presentation. * significant at 10%; ** significant at 5%; *** significant at 1% 
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To gauge demand for welfare policies, workers were asked, “How much, in your 

opinion, is the government responsible” for the following: 

 A job, for all who want to work 

 Health care 

 Reasonable living conditions for the elderly 

 Reasonable living conditions for the unemployed  

 Reasonable living conditions for those with disabilities 

 Vocational or higher education for all those who want it 

 Professional retraining/increasing qualifications for all those who have 

lost their jobs. 

 Support for pregnant women and mothers of young children 

 Childcare centers for children of working parents 

 Food and the most necessary goods 

 Gas, heat and electricity 

Respondents choose one of five options, ranging from “The state is completely 

not responsible for this” to “The state is fully responsible for this.” An additive index 

from the responses to these 11 items was created to test whether those workers at the 

GOK with round-trip FDI differ in their total demand for welfare action on the part of 

the government. The Vilnohirsk workers prefer higher levels of government 

responsibility for the sum of the welfare programs controlling for income, age, gender, 

occupation, and educational factors. 

Examining the policies separately in this case does not produce any distinction 

between the different welfare programs. Compared to the other workers (whether the 

comparison is to both the other GOKs together or separately), those exposed to round-
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trip FDI hold the opinion that government has more responsibility for ensuring all of 

the welfare programs included in the interview questions. In all cases the effect of the 

working at the GOK with round-trip FDI is positive and significant at the 1% level; it 

increases the probability of choosing “the government is completely responsible for 

this” by between 28% and 60%.  

GOK workers do not make a distinction between those policies directly 

connected to labor force insecurity and other types of welfare state policies. Principal 

components factor analysis of responses to the 11 welfare outcomes shows that a 

single factor underlies the welfare state preferences for the GOK workers and explains 

almost 77% of the variation in the answers about welfare state policy. The responses 

for all welfare state policies are positively correlated with this underlying factor. In 

contrast, in the population of Ukrainian employees examined in Chapter 3, two 

different factors are significant in explaining the variation in the welfare preferences 

(about 75% of it). One is positively correlated with all the welfare state policies. The 

other is positively correlated with government provision of support for pregnant 

women and mothers of young children; childcare centers for children of working 

parents; food and the most necessary goods; and gas, heat and electricity. It is 

negatively correlated with all of the other social programs. This indicates that there are 

fewer dimensions to the welfare state preferences of the very narrow group of GOK 

workers being examined in this case.  
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Table 5.10: Sum of Welfare Responses 

  

Three 

GOKs Vilno-Marhanets 

Vilno-

Ordzh. 

Three 

GOKs Vilno-Marhanets 

Vilno-

Ordzh. 

Round-Trip FDI 17.70 19.31 14.30 14.97 17.86 12.79 

  (1.86)** (0.31)** (0.13)*** (2.04)** (0.19)*** (0.11)*** 

HH Income (1000 UAH) -0.74 -0.81 -0.99 

     (0.47) (0.48) (0.44) 

   Income Adequacy 

   

2.89 2.64 2.79 

  

   

(0.14)*** (0.11)** (0.26)* 

Age 0.11 0.08 0.12 0.14 0.05 0.13 

  (0.06) (0.06) (0.05) (0.10) (0.06) (0.15) 

Female 2.06 2.96 4.30 3.51 4.05 5.46 

  (3.53) (4.23) (1.23) (2.99) (4.42) (1.39) 

University Ed. -1.23 -1.72 -1.27 -0.85 -1.51 -1.37 

  (0.60) (1.03) (0.18)* (1.54) (2.11) (2.96) 

Partial University 5.65 0.81 6.01 -2.97 -4.57 -6.03 

  (5.77) (1.75) (11.17) (4.33) (4.06) (3.30) 

Technical Training -3.23 -3.92 -2.56 -2.90 -3.39 -3.12 

  (0.73)** (0.53)* (1.06) (0.84)* (1.69) (1.42) 

Unemployed since 91 -2.70 -3.38 -2.65 -0.08 -2.75 0.81 

  (0.91)* (0.17)** (0.46) (2.74) (0.11)** (3.90) 

Savings 0.65 1.17 0.79 -3.05 -4.07 -2.13 

 

(1.21) (0.81) (1.72) (1.36) (2.94) (0.24)* 

Observations 164 144 127 206 160 164 

R-squared 0.49 0.51 0.28 0.48 0.54 0.38 
OLS analysis. Robust standard errors in parentheses clustered by city. Occupational categories and constant are included in the analysis. * significant 

at 10%; ** significant at 5%; *** significant at 1% 



 
 

 
 

1
5
6
 

1
5
6
 

 

Table 5.11: Change in Probabilities Compared to Non-FDI GOKS Workers 

 

Government is _____ Responsible to Provide For This 

Round-Trip FDI Completely Not Probably Not Partly  Probably Fully 

Job -44.2% -18.80% -2.16% 4.67% 60.44% 

Health care -38.25% -18.10% -4.54% 2.21% 58.68% 

Elderly -19.67% -22.26% -19.61% 2.96% 58.58% 

Unemployed -31.75% -12.19% -1.52% 4.53% 40.93% 

Disabled -18.92% -15.74% -19.01% 0.92% 52.74% 

Education -21.38% -12.43% -11.28% 3.94% 41.15% 

Training for those who lose jobs 

-21.80% -15.26% -8.68% 6.59% 39.14% 

Pregnant Women/ Young 

Mothers 
-3.84% -4.96% -36.11% 0.53% 44.37% 

Childcare for working parents -5.85% -10.20% -23.38% -0.51% 39.94% 

Food and the most basic goods -18.84% -9.58% -3.62% 4.28% 27.76% 

Gas, heat and electric -6.27% -10.43% -15.35% -4.97% 37.03% 

Model comparing Vilnohirsk GOK workers to both other GOKs. Estimates following ordered probit using income 

adequacy as a control. The ordered probit results for all models and specifications (pooled, pairwise, & using income) 

are positive and significant at the 1% level 
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Both of these findings highlight a caveat to the argument made by Burgoon 

(2001) that if globalization fuels labor market volatility only programs that respond to 

labor market issues should be affected by globalization. He tests this using 

disaggregated spending data for the country and finds that spending on some programs 

are correlated with globalization. At the level of individual preferences, it is a more 

difficult test to separate different types of social policies, because they are related in 

individuals’ minds. Although these questions ask about potentially 11 different 

programs, they all appear to be driven by one or two factors in the thoughts of 

individuals. Thus, if greater job insecurity increase preferences for unemployment 

benefits, job protections, and retraining programs, that appears to influence 

preferences toward other programs.  

5.4 Discussion 

 The question of round-trip FDI is one that has been posed primarily when 

specific cases of tax evasion, protection under international investment treaties, or 

eligibility for FDI incentives have arisen. To the best of my knowledge, there has not 

been any study examining the impact of round-trip FDI on the affected workers—only 

on the investors, governments, and international institutions involved. This chapter 

represents a first, exploratory attempt to bring round-trip FDI into the discussion of the 

compensation hypothesis and the politics of globalization. 

 The prevalence of round-trip FDI in certain contexts—notably India, China, 

and the post-Soviet context—requires addressing the fact that it may differ from “true” 

FDI in its impact on workers. This chapter has shown that compared to workers in 
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domestically-owned MNCs in the same industry, in the same region in Ukraine, in 

cities with similar socio-economic profiles, workers in a company with round-trip FDI 

resemble workers in MNCs with truly foreign They make more money (and, thus, 

possibly face a greater reduction in wages if they lose their jobs). They perceive a 

greater probability of job loss. They want more government responsibility in the 

providing welfare state outcomes.  

The effects of round-trip FDI, however, do not fully coincide with the results 

for workers in “true” MNCs. Workers in firms with round-trip FDI do not seem to 

recognize the same difficulty finding a suitable replacement job that “true” MNC 

workers assess.
 
Also, the impact on their probability of job loss may not be as great as 

that induced by “true” FDI.
78

 However, on the whole these findings indicate that 

including round-trip FDI in globalization measures when studying the compensation 

hypothesis is appropriate and broadly consistent with the expectations of the 

compensation hypothesis.  

However, round-trip FDI is a form of globalization that appears to potentially 

have an impact on the welfare state without having an impact on the politics of 

globalization since workers affected by round-trip FDI do not appear to link their labor 

market experience, uncertainty, and prospects to foreign investment.  

                                                           
78

 An analysis of the Vilnohirsk GOK workers relative to MNC workers, controlling for occupation, 

age, gender and the other control variables used throughout this chapter shows that workers in a firm 

with round-trip FDI fear job loss significantly less than those in firms with Western-based FDI (but still 

more than workers in FDI-free firms). This has to be interpreted with extreme caution because the 

matching of cases and cities that were built into the separate analysis to control for unobserved 

characteristics does not apply when mixing the data. 



159 
 

 

This chapter also strengthens the findings in Chapters 3 and 4 because it allows 

us to exclude a number of alternate explanations for the perceived insecurity that 

MNC workers report. Since workers exposed to FDI that they understand as being 

domestic capital report increased job insecurity as do workers exposed to foreign 

capital, it is unlikely that the insecurity is a cultural product of distrust for foreigners 

or differences in firm culture. Even if the FDI-induced insecurity is perception, rather 

than reality, the explanation for it must be economic, rather than social, and related to 

the global economy, since it is present even when the foreign investor is compatriot 

with the workers in question. 

 

 

 

 

.  
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Chapter 6: Insecure Winners from FDI: Conclusions 

Scholars first began examining the link between globalization and the 

welfare state in search of evidence of a “race to the bottom.” Theoretically, it was 

expected that the increased economic mobility represented by globalization would 

limit governments’ ability to set tax rates and make expensive welfare state 

unaffordable. When empirical studies found a positive connection between 

economic integration with the global economy and government welfare spending, 

scholars turned to domestic preferences to explain the relationship, giving rise to 

the compensation hypothesis.  

However, the literature examining the micro-level assumptions of the 

compensation hypothesis exhibits theoretical inconsistencies about who would 

demand globalization—all workers exposed globalization or only those 

comparatively disadvantaged by it. If compensation demands arise from the 

increased economic volatility and uncertainty caused by globalization, then 

workers who have been “placed” by globalization may have welfare state 

preferences similar to those who fear being displaced by globalization. 

This dissertation has identified MNC workers as a group of globalization’s 

"insecure winners"—those who benefit from increased economic opportunity, but 

experience greater insecurity from globalization. This group has a potentially 

important role to play in the economic and political future, particularly of less 

affluent countries, but has been almost entirely overlooked in discussions about the 

compensation hypothesis and the broader politics of globalization.  
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This dissertation presents evidence that workers in FDI-recipient firms, 

relative to their counterparts in domestically-owned firms, perceive a greater 

probability of job loss and feel that job loss will be more costly to them if it occurs 

in middle- and low-income countries. Greater costs of job loss arise for MNC 

workers in middle- and low-income countries because jobs with MNCs are viewed 

as offering advantages not afforded by jobs in domestic firms and because such 

jobs are relatively scarce. A perverse effect of the advantages of MNC employment 

is that they increase these workers’ worries about their ability to find another job as 

good as their current one. This influences their demand for welfare programs as 

insurance because they fear irreplaceable loss of their currently higher income and 

economic opportunities. This dissertation uses cross-national survey data from 

post-communist countries, original survey data from Ukraine, and a selected case 

study using so-called round-trip FDI to test the perceived levels of economic 

insecurity and welfare preferences of MNC workers.  

In order to test this theory, it is necessary to identify workers by the 

ownership of the company in which they work, rather than relying on national- or 

industry-level FDI measures to assess the effects of FDI. This represents a 

significant challenge because this information is rarely collected in surveys. More 

problematically, it raises the question of whether the workers are selected (or self-

selected) for MNC employment differ systematically from other workers (i.e., are 

more skilled). To address these concerns, this dissertation makes use of original 

survey data from four cities in Ukraine, which were specifically selected because 

they have similar levels of investment attractiveness, but differ in their receipt of 

FDI. In addition, the characteristics of these cities and the MNCs that chose to 
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locate serve as controls to ensure that MNC workers do not differ in education, 

occupation, culture, or other unobservable characteristics from their counterparts at 

domestic firms. The collected survey data indicate that while significant 

differences exist in their income and attitudes, MNCs workers do not differ 

significantly in other respects. 

The general finding of this dissertation is that 1) MNC workers (including 

those at firms receiving round-trip FDI) do indicate economic advantages relative 

to workers in domestic firms; 2) they perceive a higher probability of job loss that 

cannot be ascribed to mistrust of foreigners or cultural differences; 3) they exhibit 

stronger preferences for government-provided welfare programs that cannot be 

exclusively attributed to differences in attitudes toward redistribution; and 4) MNC 

workers recognize globalization’s positive effects on their labor market 

opportunities and do not oppose globalization. 

6.1 Advantages of MNC Employment 

A significant literature examines the wage effects of FDI. While these 

effects are often conditional on other factors, there is clear evidence that FDI firms 

pay more in some instances. However, much less attention has been paid to how 

this might influence the broader perceptions and preferences of the workers who 

benefit. The cross-national data do not allow for an objective test of income, but 

show that MNC workers experience a greater increase in perceived economic well-

being over a four-year period, as well as reporting greater job satisfaction. This 

difference exists in post-communist countries (including those that are now EU 

members), but does not exist in western European countries where the same survey 
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data was collected contemporaneously. MNC workers in four cities in Ukraine 

report significantly higher wages, comparable benefits, and greater support from 

their employers for training than workers in domestic firms. This effect, 

surprisingly, holds, albeit in a somewhat weaker form, even when the FDI has 

originated in the investment country before being sent to another country.  

6.2 Probability of Job Loss 

 While the relationship between perceived probability of job loss and MNC 

employment was only able to be tested in the Ukrainian case, it is significant for 

employees at western-based MNCs as well as for those working in firms with 

round-trip FDI. Greater job insecurity for FDI-exposed workers has been shown in 

other settings by previous research, but the post-communist context is a difficult 

test of this relationship due to the relatively higher uncertainty that domestic firms 

face there. Of course, FDI flows are also more volatile in these emerging 

economies.. The higher probability of job loss is evident in the data even though, 

in this study, the FDI was in manufacturing industries and involved significant 

investment in physical capital that increases the costs of relocating the investment. 

Further research is needed into whether this perception is based in actual 

differentials in employment volatility based on firm ownership. However, 

regardless of objective employment volatility, insecure perceptions exist among 

MNC workers. Perception is all that is necessary to influence other political 

attitudes, including demand for welfare programs to insure against the risks of job 

loss.  
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6.3 Cost of Job Loss 

 MNC workers worry significantly more about having to take a job where 

they make less money in the event of job loss than do their counterparts in 

domestic firms.  MNC workers also report that, relative to their assessment of the 

difficulty of finding a job for the average worker in their city, the difficulty of 

personally finding a comparable new job is higher. The evidence for this part of the 

“insecure winners” hypothesis is the weakest of that presented in this dissertation, 

in part because the cross-national survey did not include the data necessary to 

assess it. For workers exposed to round-trip FDI, the primacy of the concern about 

lower future wages is evident, but the gap in the difficulty of personally finding a 

job is not significant. However, for the workers surveyed in four Ukrainian cities, 

the perception exists that job loss presents greater costs for themselves than for 

other workers. 

6.4 Welfare Preferences 

 In all three chapters, MNC employees express significantly higher demand 

for welfare-style protection.
79

 This demand is not restricted to unemployment 

compensation, but increases demand for other forms of welfare protection as well. 

However, this is not surprising given the two different types of job insecurity that 

MNC workers appear to experience. Preferences for unemployment insurance 

would be higher for those who feel that they have a higher probability of job loss. 

A broad basket of welfare protections may be important for workers, who like 

                                                           
79

 Given the income and risk effects of MNC ownership, this is unsurprising. It mirrors recently-

published findings about the breadth of support for the welfare state being determined by the 

correlation between income and risk in different countries (Rehm, et al 2012) Their study, however, 

makes no reference to globalization or its potential to create a group of insecure winners for whom 

income and risk is correlated.  
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MNC employees, feel that their future earnings will be lower in case of job loss. 

MNC workers support greater government involvement in providing for welfare 

protections that are not clearly linked to the labor market because changes in 

income level would alter their ability to purchase these goods and services in a 

private market. Furthermore, in all the groups surveyed—the cross-national 

sample, the four cities sample, and the GOK workers—factor analysis revealed that 

there was an underlying factor that was positively correlated with all the forms of 

welfare compensation, even when another factor was positively correlated with 

only some of welfare programs that were included in the survey. It is not surprising 

then that total demand for welfare and even demand for other types of programs 

would increase among those who felt themselves to be potentially in need of some 

forms of welfare protection.  

6.5 Globalization Preferences 

While not explicitly part of the compensation hypothesis, it is often 

assumed that those who demand compensation or who experience globalization-

induced job insecurity prefer lower levels of economic interdependence or more 

government protection. This assumption goes hand-in-hand with the practice of 

looking for insecurity and welfare demands by those who are globalization’s 

“losers.” This dissertation shows that insecurity and preferences for compensation 

can exist among those who are “winners” from globalization. We would not expect 

those who gain from globalization to hold a significantly more negative view of it 

than other workers, and, indeed they do not. MNC employees in Ukraine do not 

differ from workers in domestic firms in their views on the effects of trade, but 

they are more likely to acknowledge the benefits that result from FDI.  
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This finding provides important insight into a common criticism of the 

compensation hypothesis. Many have questioned the theoretical basis of the 

compensation hypothesis because globalization’s losers should be more likely to 

link harm from globalization to a preference for protectionist measure, not social 

programs. MNC employees represent a constituency that might side with the 

comparatively disadvantaged in favor of compensation, but would not be inclined 

to support protectionist measures.  

6.6 Conclusion 

FDI is a visible, contentious political and economic reality in post-

communist countries. It potentially has even higher political salience there than in 

the often-studied OECD countries, since significant segments of the population 

remain skeptical of any form of private ownership.  

Yet the elite in most of these countries see global economic ties, and 

attracting foreign investment as the key to the future. In Ukraine’s highly polarized 

political climate both sides see international economic ties with the West, as well 

as other Eastern European countries, as vital to their future. In the opinion of local 

and regional officials in Ukraine, FDI is important for economic development. In 

the cities without FDI, officials expressed a desire for it. In the cities with FDI, 

officials ruefully told stories of additional foreign investors who considered their 

cities before going elsewhere and expressed openness to more FDI.
80

 Poland, the 

Czech Republic, and other post-communist EU accession states have well-

developed networks of national, regional, and even municipal FDI attraction 

agencies that assist potential investors identify investment opportunities, prepare 

                                                           
80

 Interviews conducted by author,  June-July 2010. 
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locations for Greenfield investment, and complete the administrative hurdles 

associated with FDI. Even countries like Russia and Belarus have not avoided FDI 

in spite of considerable (and, in some cases, intentional) barriers to investment.  

I have argued that this FDI creates a group of workers, MNC employees, 

whose economic circumstances lead them to favor both globalization and social 

programs as compensation for globalization. This combination of preferences 

makes this group (and other types of insecure winners) a potentially important 

constituency in the politics of globalization. For example, this group is a 

potentially important ally for elites seeking more economic openness as a result of 

technical advice, loan conditionality, or a host of other reasons. They can also be 

appealed to by parties likely to represent globalization’s losers because their 

insecurity makes them demand welfare-state policies as insurance.  

This dissertation has argued that FDI produces opportunities with risk for a 

relatively small group of people in these countries—those who work in FDI-

recipient firms. I have argued that part of the reason for this insecurity is the 

relative scarcity of MNC jobs (or jobs that represent equal opportunities in terms of 

earnings, training, or advancement). Because this combination of preferences is 

due in part to the scarcity of MNC jobs, it raises the question of how politically 

important MNC workers  or their preferences could be.  

While MNC workers will never be a majority group or a core constituency 

for any political party, they are numerically important enough to be an attractive 

group of voters to any party, particularly in the multi-party systems in post-

communist countries. In the Czech Republic in 2009, 932,442 workers were 
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employed in affiliates of foreign firms.
81

 In the 2010 parliamentary elections in the 

Czech Republic, the difference between the first-place party (the Czech Social 

Democratic Party) and the second-place party was only 97, 475 votes. In fact, the 

difference between the first-place party and the highest finishing party that failed 

to gain any seats in the legislature was only 925,550.
82

 Even if MNC workers do 

not vote or participate in politics at a higher rate than average, the preferences of a 

million potential voters have to be taken into account by the political parties in the 

Czech Republic. Poland has a larger population of voters and a smaller percentage 

of MNC workers than in the Czech Republic, but the 1.5 million MNC workers
83

 

would potentially close the gap between the first- and second-place parties (1.3 

million in the 2011 elections),
84

 which makes the difference in  control of the 

legislature and government formation in their semi-presidential system.  

In some of the countries included in this study, electoral processes are 

somewhat less than “free and fair,” but all at least make a pretense of holding 

elections and allow opposition parties. Kazakhstan’s ruling party may have no 

need to pay any attention to the preferences of any particular group, but the nearly 

191,000
85

 workers at firms with foreign capital participation could make all the 

difference to the opposition parties, hoping to gain seats in the legislature. In the 

2012 elections to the lower house of the parliament, the number of MNC workers 

exceeded in Kazakhstan exceeded the number of votes received by four of the six 
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European Union Commission. 2012.  Eurostat, “Inward FATS.” 
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 Czech Statistical Commission. 2012. Election Server [database].  
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 Central Statstical Commission of Poland. 2012. Local Data Bank, “Entities with Foreign Capital 
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opposition parties.
86

 While far from systematic evidence of the political importance 

of MNC workers as voters, these numbers reveal the potential of being a 

significant target for discerning vote-seeking politicians.  

 This dissertation extends micro-level study of the compensation hypothesis 

outside of the wealthy developed countries for the first time. It raises the question 

of the existence of globalization-induced insecurity, regardless of which side of 

comparative advantage a worker finds himself on. This study emphasizes the 

importance of identifying an individual’s, rather than an industry’s, exposure to 

globalization in order to understand the effects of cross-national capital flows. This 

is particularly important in studies include middle-and low-income countries due to 

the greater geographic mobility constraints that workers face in this context. This 

dissertation also emphasizes the significance of studying welfare state preferences 

as directly as possible, rather than relying on redistributive preferences as a proxy. 

MNC workers perceive their economic interests in a way that makes them both 

pro-compensation and pro-globalization.  
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 Central Electoral Commission of the Republic of Kazakhstan. 2012. “Soobsheniye ob Itogakh 

VneocherednikhViborov Deputatov Mazhilisa Parlamenta Respubliki Kazakhstan P’atovo Soziva,” 
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APPENDIX 

           _____Survey Protocol (Ukraine Survey (Chapters 3 and 5)______ 

 

1.  

Interview 

Number 

2.  

Interviewer 

Code 

3.  Date of 

Interview 
4. Time Interview Begins 

Length   

  
Date Month Hour Minutes 

     

  CITY:  

Industry: 

1. Manufacturing 

2. Electricity, Gas, Utilities   

3. Wholesale/Retail Trade 

4. Automobile/Electronics Repair     

5. Hotel/Restaurant  

6. Transport 

7. Other (indicate) 

_____________  

Firm__________________________: 

Interviewer Name:  

____________________________ 

Interviewer Signature:  

_________________________ 

Supervisor Signature:  

______________________ 

 

Good morning/day/evening. My name is[NAME]. I am conducting an opinion 

poll on behalf of [COMPANY] survey center (PRODUCE CERTIFICATION). 

We are studying public opinion about a variety of questions. I want to emphasize 

before beginning our interview that there is no correct or incorrect answer to any 

question. We simply want to know what people like you think about the situation 

in our country. You can be completely assured  that your answers will remain 

confidential and they will be used only in an aggregate form. 

1.Please tell me where you primarily get your information about events in 

Ukraine and the world? (ONLY ONE ANSWER) 
Newspapers  ...................................................................................................... 1 
TV ..................................................................................................................... 2 
Radio ................................................................................................................. 3 
Internet .............................................................................................................. 4 
Family and Friends ........................................................................................... 5 
Refuse to answer ............................................................................................... 6 
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2. When you watch television, what channel do you watch most often? 
(Card 1) (ONLY ONE ANSWER) 
УТ-1.................................................................................................................. 1 
1+1 .................................................................................................................... 2 
Интер ................................................................................................................ 3 
ICTV ................................................................................................................. 4 
Новый канал .................................................................................................... 5 
СТБ ................................................................................................................... 6 
ТРК Украина ................................................................................................... 7 
НТН .................................................................................................................. 8 
5 КАНАЛ ......................................................................................................... 9 
К1 ..................................................................................................................... 10 
Мегаспорт ........................................................................................................ 11 
Спорт 1 ............................................................................................................. 12 
Футбол ............................................................................................................. 13 
24 Новини ........................................................................................................ 14 
ТЕТ ................................................................................................................... 15 
М1 ..................................................................................................................... 16 
Телеканал РАYES ........................................................................................... 17 
OTHER WRITE IN___________________________________________ .... 18 
I don’t watch TV .............................................................................................. 19 

       Refuse to answer .............................................................................................. 20 



 
 

 
 

1
7
2
 

 
3-13. In your opinion, how much is the government/state responsible for: 

 
(CARD 2) 

 
ONLY ONE ANSWER FOR EACH LINE 

1 – Government is not at all 
responsible 
2 – Government is mostly not 
responsible 
3 – Government is partially 
responsible 
4 – Government is probably 
responsible 
5-  Government is completely 
responsible 
6- DIFFICULT TO ANSWER 

3 Providing a job to everyone who wants one 1 2 3 4 5 6 
4 Health care 1 2 3 4 5 6 
5 Providing a decent standard of living for the elderly  1 2 3 4 5 6 

6 
Providing a decent standard of living for the 
unemployed 

1 2 3 4 5 6 

7 Providing a decent standard of living for the disabled 1 2 3 4 5 6 

8 
Providing vocational or higher education for all who 
want it. 

1 2 3 4 5 6 

9 
Providing professional retraining/ training for those 
who have lost their jobs 

1 2 3 4 5 6 

10 
Support for pregnant women/mothers of young 
children 

1 2 3 4 5 6 

11 Providing child care for working parents 1 2 3 4 5 6 
12 Providing people food and basic necessities 1 2 3 4 5 6 
13 Providing gas, heat, and electricity 1 2 3 4 5 6 
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I will show you several cards with statement reflecting different points of view 

about what you would like the state to do. For each card, say, if you please, with 

which of the statements you agree most. 

  14.   (Card 3)         (ONLY ONE ANSWER) 
If the budget is limited, the state should focus on funding programs the 
primarily help the poorest part of the population.      

1 

If the budget is limited, the state should focus on funding programs that 
provide benefits to all Ukrainians. 

2 

Difficult to say/Refuse to answer 3 
 
  15.   (Card 4)         (ONLY ONE ANSWER) 

The government should increase taxes on enterprises and citizens and 

spend more on health, education, unemployment, and social benefits 
1 

The government should keep taxes and spending on health, education, 

unemployment, and social services at the same level as now. 
2 

The government should reduce taxes on enterprises and citizens and 

spend less on health, education, unemployment and social benefits 
3 

Difficult to say/Refuse to answer 4 
 
  16.   (Card 5)         (ONLY ONE ANSWER) 

Privatization is bad for Ukraine. 1 

There are benefits from privatization, but the problems outweigh the 

benefits. 
2 

Privatization neither helps nor hurts the economy 3 

Privatization has drawbacks, but the benefits that result exceed the 

problems. 
4 

Privatization is good for the economy. 5 

Difficult to say/Refuse to answer 6 
 

17. (Card 6)      (ONLY ONE ANSWER) 

Unemployment payments, pensions, and other social benefits should be 

the same for everyone regardless of their job, specialty, or earnings 

when they were working. 

1 

Unemployment payments, pensions, and other social benefits should be 

proportional to the income that a worker had during the years he or 

she worked. 

2 

Difficult to say/Refuse to answer 3 
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18. If a worker loses a job because of something that he or she could not control, 
which of the following statements is closest to what you think the government 
ought to do for such a person  (Card 7) (ONLY ONE ANSWER) 

The state should not offer help to the unemployed, because they can live on 
savings or get help from ther sources (family, friends, charities, etc) 

1 

Obligate the firm at which the unemployed previously worked to pay him 
support until he finds a new job  

2 

Obligate the firm at which the unemployed previously worked to pay him 
support for a limited period of time.  

3 

Obligate the firm at which the unemployed previously worked to pay him 
support, but only if the worker’s household income (without his wages) falls 
below the poverty level.  

4 

The state should pay a stipend until he finds a new job. 5 
The state should pay a stipend for a limited period of time  6 
The state should pay a stipend but only if the worker’s household income 
(without his wages) falls below the poverty level. 

7 

Refuse to answer 8 

 
19 – 20. please tell me which two social programs are most important for the 
government to provide for you and your household personally?   (Card 8) 

(IN EACH COLUMN CHOOSE ONLY ONE ANSWER) 19.  
First 

choice 

20. 
Second 
choice 

Subsidies that compensate for the high prices of food and 
basic necessities  

1 1 

Subsidies that compensate for the high prices of gas and 
energy  

2 2 

Health care—free hospital and clinics 3 3 
Providing Unemployment Insurance  4 4 
Pensions for retired persons 5 5 
Pensions for the disabled 6 6 
Provision of technical or university education 7 7 

Job Retraining for those who have lost their jobs 8 8 
Programs for children and parents—maternity leave, 
providing child care, etc.  

9 9 

Regulations that make it harder for enterprises to fire people  10 10 
Refuse to answer 11 11 

 

Employment   

I will ask you a few questions about your job. Please describe your job (if you 

have more than one job, please describe the one you consider to be your primary 

job by answering the following questions.  

21. How many hours per week do you work at this job? 

    40 hours ........................................................................................................ 1 

    Another amount (Write in)  _______ ........................................................... 2 

    Refuse to answer ........................................................................................... 3 
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22. What is your occupation at this job?  

    Firm management (supervisor, assistant supervisor, owner) ..................... 1 

    Department/sector manager ........................................................................ 2 

    Specialist (with higher education) .............................................................. 3 

    Support staff with vocational education ..................................................... 4 

    Skilled laborer ............................................................................................ 5 

    Unskilled laborer ........................................................................................ 6 

    Other (Write in)________________________________________ .......... 7 

 

23. Who owns the enterprise where you work? (Card 9) 

Myself or a member of my family .............................................................. 1 

Domestic private owners ............................................................................ 2 

Foreign owners ........................................................................................... 3 

Combined foreign and domestic ownership ............................................... 4 

      Don’t Know ................................................................................................ 5 

 

24. Does your firm engage in export activities? 

       Yes ............................................................................................................. 1 
       No .............................................................................................................. 2 
       Don’t Know ............................................................................................... 3 

 
25. Do you have another job (at another firm)? 
       Yes ............................................................................................................. 1 
       No .............................................................................................................. 2 
 

26-31.  Does your job/employer provide any of the following benefits? 

(ONLY ONE ANSWER) Yes No Difficul
t to say 

26. Paid Vacation 1 2 3 
27. Paid sick leave 1 2 3 
28. Paid maternity leave 1 2 3 
29. Financial assistance for medical costs 1 2 3 
30. Financial assistance for child care 
costs 

1 2 
3 

31. Paid education/training benefits 1 2 3 

 

32. Since 1991,  have you ever worked at a state-owned enterprise? 
     YES....................................................................................1→ QUESTION № 33 
     NO.....................................................................................2→QUESTION № 35 
 

33. What was it called?____________________________________________ 

 

34. What year(s) did you work there?_____________________________ 
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35. Have you ever worked at a foreign-owned firm? 
     Yes 1 → QUESTION № 36 
     No 2 → QUESTION № 38 
     I don’t know/difficult to say 3 → QUESTION № 38 
 

36. What was it called?______________________________________________ 

 

37. What year(s) did you work there?_____________________________ 

  

38. Have you ever worked at a firm with mixed foreign and domestic ownership?  

      Yes...........................................................................1→QUESTION № 39 

      No.............................................................................2→QUESTION № 41 

      DON’T KNOW........................................................3  → QUESTION № 41 

 

39. What was it called? _________________________ 

 

40. What year(s) did you work there ?_____________________________ 

 

41. Have you been self-employed?  
      Yes...................................................................................1 

 No.........................................................................................2 

 

42. Have you been unemployed and seeking work for any period since 1991?  

      Yes.................................................................................1 QUESTION № 43 

      No..................................................................................2 QUESTION № 45 

       

43. For how long (months)?_________________________ 

44. In what year(s)?______________________ 

45. In the last 10 years have you done any paid work in another country for a period of 

6 months or more?     

      Yes...........................................................................1 → QUESTION № 46 

      No...............................................................................2 → QUESTION № 47 

       

 46. In what country/countries? ______________________________________ 

_________________________________________________________________ 

 

47. Have you ever applied for a job at any of the following enterprises? CARD 10--

this card is city-specific and lists all firms with foreign capital that are registered 

in that city along with some other local firms. 

      Yes..................................................................................1 → QUESTION № 48 

      No....................................................................................2 → QUESTION № 52 
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48. In which of the firms?  (CARD 10)  (Write the names of however many firms on 

the card that they 

indicate)___________________________________________________________ 

__________________________________________________________________  

 

49.  Did you get a job there? 
      Yes..................................................................................1 → QUESTION № 51 

      No.............................. ....................................................2 → QUESTION № 50 

  

      50.  Why did they not hire you/you choose not to work there?  
       (ONLY ONE ANSWER)  GO TO QUESTION 52 
       The job did not fit with my professional qualifications .................. 1  
       The pay was low .............................................................................. 2 
       The work schedule was a bad fit ..................................................... 3   
       Other (Write-in)_______________________________________ . 5 
       REFUSE TO ANSWER .................................................................. 6 
   
51.  If you have left this job, what was the primary reason for leaving?  
        (ONLY ONE ANSWER)        
       I still work there  1  
       The job did not fit with my professional qualifications 2 
       The pay was low 3 
       The work schedule was a bad fit  4 
       The poor working conditions 5 
       Other (Write-in)_______________________________________ 6 
       REFUSE TO ANSWER 7 
 
52. In your city these days, how easy do you think it is for someone who is trying to 

find a job to find a job, if they are willing to accept any sort of a job? (CARD 11)  
(ONLY ONE ANSWER)  
Very Easy 1 
Easy  2 
Neither Easy, Nor Difficult 3 
Difficult 4 
Very Difficult 5 
DIFFICULT TO SAY 6 

 
53. In your city these days, how easy do you think it is for someone who is trying to 

find a job to find a job in their profession that pays enough?   (ONLY ONE 
ANSWER)          (CARD 11) 
Very Easy 1 
Easy  2 
Neither Easy, Nor Difficult 3 
Difficult 4 
Very Difficult 5 
DIFFICULT TO SAY 6 
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54. How likely is it in your opinion that you will lose your job in the next 12 
months?  (ONLY ONE ANSWER)                                                                        
(CARD 12)       

Совсем невероятно 1 
Не очень вероятно 2 
Ни вероятно, ни невероятно 3 
Вероятно 4 
Очень вероятно 5 
DIFFICULT TO SAY 6 

   
55. . If you were to lose your job, how easy or difficult do you think it would be for 

you to find a job in your specialty? (CARD 11) (ONLY ONE ANSWER)                       
Very Easy 1 
Easy  2 
Neither Easy, Nor Difficult 3 
Difficult 4 
Very Difficult 5 
DIFFICULT TO SAY 6 

 
56. How satisfied are you with the physical security at your work?  (CARD 13)     
     (ONLY ONE ANSWER) 

Satisfied 1 
Mostly satisfied 2 
Mostly unsatisfied 3 
Unsatisfied 4 
DIFFICULT TO SAY 5 

 
57. What would you fear most if you were to lose your job? (CARD 14)   (ONLY 
ONE ANSWER) 

Lower wages at a new job 1 
Inability to find a new job 2 
Losing the ability to pay for medical care 3 
Needing to move to find a new job 4 
Having to take a lower status job 5 
Losing respect of my family and friends 6 
DON’T KNOW 7 

 
GLOBALIZATION 
Now I will ask you about what you think the consequences of globalization are for 
Ukraine. When I say globalization, I am talking about the importing and exporting 
goods and services, Ukrainians investing abroad and foreigners investing in Ukraine 
and migration of workers across national. On each card, please tell me which of the 
statements you agree with most. 
 

58.   (CARD 15)                 (RESPONDENT SHOULD CHOOSEONLY ONE 
ANSWER)                           
Increasing imports and exports leads to fewer jobs for Ukrainians 1 
Increasing imports and exports leads to more jobs for Ukrainians  2 
DIFFICULT TO SAY/REFUSE TO ANSWER 3 
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59.   (CARD 16)                                  (RESPONDENT SHOULD CHOOSEONLY 
ONE ANSWER)                                                                                                                                                          
Increasing imports of goods from abroad leads to lower prices and more 
product choices for consumers in Ukraine 

1 

Increasing imports of goods from abroad leads to lower quality or more 
unhealthy product choices for consumers in Ukraine  

2 

DIFFICULT TO SAY/REFUSE TO ANSWER 3 
 
60.  (CARD 17)                                   (RESPONDENT SHOULD CHOOSEONLY 
ONE ANSWER)                                                                                                                      
Foreign investment into Ukraine leads to more desirable jobs for Ukrainians 1 
Foreign investment into Ukraine leads to less desirable jobs for Ukrainians 2 
DIFFICULT TO SAY/REFUSE TO ANSWER 3 
 
61. Would you support new laws that would make it easier for foreigners too 
invest in Ukraine?     
     Yes 1 → QUESTION № 62 
     No 2 → QUESTION № 63 
     Difficult to Say 3 → QUESTION № 64 
 
62. If «Yes», Please tell me which of the following positions is closest to your 
views?  (CARD 18)    (RESPONDENT SHOULD CHOOSEONLY ONE ANSWER)  

An increase in incoming foreign investment would help Ukrainian 
products and workers to be more competitive in the international 
economy 

1 

An increase in incoming foreign investment would raise the number or 
desirability of jobs for Ukrainians 

2 

An increase in incoming foreign investment would help build stronger 
political and business ties between Ukraine and other nations 

3 

DON’T KNOW/REFUSE TO ANSWER 4 
 
63. If «No», Please tell me which of the following positions is closest to your 
views? (CARD 19) (RESPONDENT SHOULD CHOOSEONLY ONE ANSWER) 

An increase in incoming foreign investment would give foreigners too 
much influence over the politics and policies of Ukraine 

1 

An increase in incoming foreign investment would lower the number 
or desirability of jobs available for Ukrainians 

2 

Foreign companies operating in Ukraine take business away from 
Ukrainian enterprises 

3 

An increase in incoming foreign investment harms the natural 
environment in Ukraine 

4 

DON’T KNOW/REFUSE TO ANSWER 5 
 
64. How would you, personally, feel about working for a foreign-owned company in 
Ukraine? (CARD 20) (RESPONDENT SHOULD CHOOSEONLY ONE ANSWER)                 

I have worked/am currently working at one  1 
Completely positively 2 
I would be willing to work for a foreign company, but would prefer to 
work for a Ukrainian company 

3 

I would work for a foreign company only if no other job was available 4 
Completely negatively 5 
DON’T KNOW/REFUSE TO ANSWER 6 
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65. While globalization can have effects on the country as a whole, it also can have 

effects at the individual level. What effect do you think that foreign companies 

purchasing Ukrainian firms has on your personal employment opportunities?         

(CARD 21) 

Positive 1 

Mostly Positive 2 

Mostly Negative 3 

Negative 4 

HAS NO EFFECT 5 

DON’T KNOW /REFUSE TO 

ANSWER 
6 

 

66. What about foreign companies opening new branches in Ukraine— What effect do 

you think that this has on your personal employment opportunities? (CARD 21) 

Positive 1 

Mostly Positive 2 

Mostly Negative 3 

Negative 4 

HAS NO EFFECT 5 

DON’T KNOW /REFUSE TO 

ANSWER 
6 

 

67. Did you vote in the first round of presidential elections held January 17th of 

this year? 

     Yes...............................................................................1 → QUESTION № 68  

     No................................................................................2 → QUESTION № 69 

     Don’t Know/REFUSE TO ANSWER.........................3 → QUESTION № 69 
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68. For which candidate for president of Ukraine did you vote? (CARD 22)  

Юлия Тимошенко  1  
Виктор Янукович  2  
Инна Богословская 3  
Михаил Бродский  4  
Анатолий Гриценко  5  
Юрий Костенко 6  
Владимир Литвин  7  
Александр Мороз  8  
Александр Пабат  9  
Василий Противсих  10        → QUESTION 

№ 70 Сергей Ратушняк  11 
Олег Рябоконь  12  
Петр Симоненко  13  
Людмила Супрун  14  
Сергей Тигипко 15  
Олег Тягныбок 16  
Виктор Ющенко 17  
Арсений Яценюк  18  
ПРОТИВ ВСЕХ 19  
REFUSE TO ANSWER 20  

 

 

69. For which candidate for president of Ukraine would you have voted, if you had 

voted? (CARD 22) (ONLY ONE ANSWER) 
Юлия Тимошенко  1 
Виктор Янукович  2 
Инна Богословская 3 
Михаил Бродский  4 
Анатолий Гриценко  5 
Юрий Костенко 6 
Владимир Литвин  7 
Александр Мороз  8 
Александр Пабат  9 
Василий Противсих  10 
Сергей Ратушняк  11 
Олег Рябоконь  12 
Петр Симоненко  13 
Людмила Супрун  14 
Сергей Тигипко 15 
Олег Тягныбок 16 
Виктор Ющенко 17 
Арсений Яценюк  18 
ПРОТИВ ВСЕХ 19 
REFUSE TO ANSWER 20 
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70.  Did you vote in the runoff elections held February 7
th

 of this year? 

       Yes 1 → QUESTION № 71 

       No 2 → QUESTION № 72 

       DON’T KNOW/REFUSE TO ANSWER 3 → QUESTION № 72 
 

71. For which of the two presidential candidates in the runoff did you vote?  

GO TO QUESTION №  73 

         Юлия Тимошенко 1 

         Виктор Янукович 2 

         Против обоих...................................................................3 

         DON’T KNOW/REFUSE TO ANSWER 4  

 

72. For which of the two presidential candidates in the runoff would you have 

voted if you had voted in the runoff elections?            

          Юлия Тимошенко ................................................................................. 1  

           Виктор Янукович ................................................................................. 2  

           Против обоих ....................................................................................... 3 

           REFUSE TO ANSWER ........................................................................ 4 

73.  With which of the Ukrainian political parties/political blocs do you most 
identify, that is to say, which party’s policies and programs are closest to you own 
political views?  (CARD 23) 

Партия регионов 1 
Блок Юлии Тимошенко 2 
Блок Наша Украина  3 
Блок Народная Самооборона 4 
Коммунистическая партия Украины 5 
Блок Литвина 6 
Социалистическая партия Украины 7 
Прогрессивная социалистическая партия Украины 8 
Всеукраинское объединение “СвобоYes” 9 
Партия Зеленых Украины 10 
Избирательный блок Людмилы Супрун – Украинский 
региональный актив (УРА) 

11 

Коммунистическая партия Украины (обновленная) 12 
Партия Свободных Демократов 13 
"Блок партии пенсионеров Украины" 14 
Партия национально-экономического развития Украины 15 
"Украинский Народный Блок" 16 
Селянский Блок "Аграрная Украина" 17 
Блок "Христианский блок" 18 
Избирательный блок политических партий "КУЧМА" (Конституция 
– Украина – Честь – Мир – Антифашизм) 

19 

Блок "Всеукраинская громаYes" 20 
Всеукраинская партия Народного Доверия 21 
Other (Write 
in)______________________________________________ 

22 

None of the Above 23 
REFUSE TO ANSWER 24 
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S O C I A L  D E M O G R A P H I C  

 

D1. GENDER (CODE, DO NOT ASK):   MALE..........1       FEMALE.............2 

 

D2. How old are you?  (WRITE IN)__________  

 
D3. What is your highest education completed? 

Incomplete secondary ................................................................................. 1 
Secondary ................................................................................................... 2 
Secondary-with vocational/technical training ............................................ 3 
Incomplete university education ................................................................. 4 
University or higher .................................................................................... 5 

 
D4. Including yourself, how many people—children and adults—live with you as 
members of your household? (Write in the number of people) 
        ______ ...................................................................................................... 1 
        DON’T KNOW/REFUSE TO ANSWER ................................................ 99 
 
D5. How many members of your household, including yourself, have jobs for 
which they receive wages? 
          ______ .................................................................................................... 1 
        REFUSE TO ANSWER ........................................................................... 99 
 
D6. How many members of your household receive other income besides wages 
(examples pensions, child payments, unemployment payments, rent, investment 
income)? 
         ______ ..................................................................................................... 1 
        DON’T KNOW/REFUSE TO ANSWER ................................................ 99                
 

D7. What was the total income of your family in hryvnia last month after taxes 
from all sources (pension, rent, self-employment, wages, stipends)? If you do not 
know the exact sum, please give an approximate figure.  
         _____________ ...................................................... 1  →  QUESTION № D9 
        DON’T KNOW/REFUSE TO ANSWER ............... 99 → QUESTION № D8  
       
D8. What was the approximate income for your household in hryvnia last week? 
          _____________ ...................................................................................... 1 
        DON’T KNOW/REFUSE TO ANSWER ................................................ 99 
 
D9. What was your income after taxes only from your job last month?  
         _____________ 1   →  QUESTION № D11 
        REFUSE TO ANSWER 99 →  QUESTION № D10 
 
D10. What was your approximate wages last week? 
          _____________HRYVNIA .................................................................... 1 
        REFUSE TO ANSWER ........................................................................... 99 
 
D11. Which of the descriptions on this card comes closest to describing how you 
feel about how well your household’s income covers your necessary expenses?  
(CARD 24) 

Often we do not have money or food--sometimes we beg 1 
We do not have enough food—sometimes we go hungry  2 
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We have just enough to buy food  3 
We have enough to live  4 
We have enough for everything we need, but not for any 
savings 

5 

We have enough for everything we need and are able to save 6 
We live in total comfort  7 
DON’T KNOW /REFUSE TO ANSWER 8 

 
D12. Does your family have any savings?  
     Yes .............................................................................. 1 → QUESTION №  D13 
     No ............................................................................... 2 → QUESTION №  D14 
     REFUSE TO ANSWER ............................................. 3 → QUESTION №  D14 
 

D13. For how many weeks would your savings cover your household’s basic 
expenditures?  
_________weeks .............................................................................................. 1 
REFUSE TO ANSWER ................................................................................... 99 
 

D14. Does your family have relative or friends who could help you with money if 
you did not have any income for a time?                   
     Yes ............................................................................................................... 1   
     No ................................................................................................................ 2  
     REFUSE TO ANSWER .............................................................................. 3 
 

 
D15. Do you or a member of your family own the apartment or home in which 
you? 
     Yes ............................................................................................................... 1   
     No ................................................................................................................ 2  
     REFUSE TO ANSWER .............................................................................. 3 
 
D16. What is your current employment level? 
Full-Time employee ......................................................................................... 1 
Part-Time employee ......................................................................................... 2 
Working Pensioner ........................................................................................... 3 
Owner of a firm ................................................................................................ 4 
     
D17. In what country were you born?      
Ukraine ............................................................................................................. 1 
Russia ............................................................................................................... 2 
Belarus .............................................................................................................. 3 
Other (Write in)_____________________________ ...................................... 4 

 
D18. What is your marital status? 
Married (official marriage) ............................................................................... 1 
Living with my partner (common law marriage) ............................................. 2 
Widow/widower ............................................................................................... 3 
Divorced ........................................................................................................... 4 
Live alone ......................................................................................................... 5 
Never married ................................................................................................... 6 
REFUSE TO ANSWER ................................................................................... 7 
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