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Why Do Exporters Pay Higher Wages? Empirical Evidence 

from Israeli Companies

Shay Tsur

Abstract

This study examines the extent to which the positive correlation between employment in an 

exporting company and wages reflects a causal relationship. In order to identify this 

relationship, I use several methods on the basis of three different datasets: controlling for 

observable and unobservable individual characteristics by means of a datafile that tracks 

workers over a number of years; controlling for observable and unobservable characteristics 

of individuals and companies by means of a datafile that tracks companies; and controlling 

for individuals’ skills by means of cross-sectional data from an international skills survey 

(PIAAC). I find that while each percentage point in an industry’s export rate is correlated 

with a 1-percent increase in wages, the causal relationship, which is similar across all of the 

methods, is much weaker and lies between zero and 0.2 percent. Finally, I find that the simple 

correlation between the export rate and wages in Israel is unusually large relative to other 

countries in the PIAAC sample, while the causal relationship is similar to the premium in 

other countries, although it is in the upper part of the distribution.
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K,M�VJ
K,M�VOJL,

�OJL,

�OM�,OK�OM�,OK�

]>�j*( PD����K��
KO��
NJ��
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(1)(2)(3)(4)

 ( % )  ����	 �����-0.0191-0.0318-0.0112-0.0345
(0.0228)(0.0230)(0.0232)(0.0235)

����� ����0.0560***0.0938***0.0564***0.0878***
(0.00586)(0.0115)(0.00611)(0.0117)

���0.475***0.608***0.457***0.570***
(0.0384)(0.0667)(0.0405)(0.0680)

���0.0482***0.0360***0.0567***0.0438***
(0.00577)(0.0134)(0.00621)(0.0145)

������ ���-0.000375***-0.000230-0.000482***-0.000339*
(6.96e-05)(0.000162)(7.47e-05)(0.000178)

��
��� �� ����
��������
	���
	 ���� FE��������

����	6.175***5.939***6.043***5.913***
(0.150)(0.317)(0.159)(0.329)

���
�� �
��6,2601,5724,8301,410
R-squared0.9410.9490.9380.948

 .1996-2010  ,	��������� ������	 	���	 �� 	�����	 ���  :����	

1  
���� 3  �� ��
���� 	����  -���� 	�����	

���
� ��
��� 3 -� ����
��� �����

  �	�� �����	� �����


  10%  ���
�� 	���	

	���� 	
����

  	���	 �	�� �����	� �����


	���� 	
���� 10%  ���
��

  p<0.01, ** p<0.05, * p<0.1  *** . ���	 �����  -  ����� ���  : ����	

 .��� �  , ���  ,	���	  ,�����  ,���  :	���
 ��� �������	 �����	 ����� 	
��� ���  -���� 3  ���� ��
��� 5 -� ���� ����	   (1
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