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Analysis of wage gaps by foreign and domestic firm ownership and its spatial effects in Hungary
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In our study, we analyzed the regional distribution of wages in Hungary and the differences based on domestic versus foreign ownership of companies for the years 2010, 2014, and 2018 using the Blinder-Oaxaca decomposition. In all three years, positive spatial autocorrelation was observed among district-level average wages, with higher average wage areas exhibiting greater wage concentration. Employees of companies without foreign ownership earned approximately 30-34% lower average wages, which can be broken down into a composition effect and an unexplained component. About half of the variation in average wages could not be explained by the distribution of employee and company characteristics, and this proportion remained nearly constant over the three years. In contrast, the magnitude of the composition effect decreased from 2010 to 2018. Companies with foreign ownership rewarded employees with higher education levels with higher wages, and the intercepts of the wage equations differed in ways not accounted for by the control variables. When examining the decomposition across counties, it was observed that the wage premium varied across different territorial units.



