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Chapter 3

3.1 Introduction

A prominent source of inequality which was especially palpable during
the Covid pandemic and concomitant lockdowns it is the divide between
parents and childless individuals. The heavy burden of combining caring
for children with the demands of paid employment, and - on top of this
- especially the uneven distribution of this burden between mothers and
fathers, have been widely recognized and are some of the more immediate
and persistent forms of inequality across societies (Carlson et al., 2021;
Collins et al., 2021).

Extant research has established that parenthood affects parents not
only in their home life, but also at work. A key manifestation of gender
inequality is the unequal pay women receive compared to their male peers.
While some causes of the gender wage gap are rooted in cultural beliefs
about gender roles and the associated unequal division of housework along
gender lines, a large share of the gender wage gap is created at the firm
level, through the undervaluation of women (or overvaluation of men) in
hiring, wage and promotion decisions (Acker, 1990; Eden & Gupta, 2017;
Blau & Kahn, 2017). Sociologists have shown that mothers experience an
even larger gender wage gap compared to their childless female peers.
These studies suggest this could be due to reduced productivity at work
due to demanding tasks at home (Budig & England, 2001). An alternative
explanation is that mothers may merely be perceived as less productive
(and be rewarded less accordingly) because they do not meet the image of
the “ideal” worker, who is a dedicated, flexible and masculine breadwinner.
Conversely, fathers, who do meet this image of the “ideal” employee, have
been found to earn a wage premium, or bonus, compared to their childless
male peers (Hodges & Budig, 2010).

This stream of research has elaborately considered how so-called
intersectionality affects wage premia associated with parenthood. Rooted
in the diverging experiences of gender discrimination by women of
color compared to white women in the US (Collins, 1998; hooks, 1984),
intersectionality was developed as “a concept to address overlapping, or
intersecting, social identities of gender and race, and related systems of
oppression, domination, and discrimination in societies” (Vaara et al, 2021,
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p. 2069). Consequently, intersectionality helps make visible the outcome
of the inequalities resulting from the multiple and intersecting dimensions
that constitute individuals’ identities (Holvino, 2010). Accordingly,
sociologists have found highly educated, married mothers to receive the
largest motherhood penalties (Budig & England, 2001; Wilde et al., 2010) and
the fatherhood bonus to be most salient for highly-educated, heterosexual,
married, white, biological (rather than step- or adoptive) fathers (Glauber,
2008; Hodges & Budig, 2010; Killewald, 2013). Furthermore, these studies
have considered differential effects of the complexity of the parents’ job
tasks and concluded both the motherhood penalty and fatherhood bonus
is higher for more complex job tasks, including managerial roles (Budig &
England, 2001; Hodges & Budig, 2010).

A key contingency that has not been considered in the literature
on the motherhood penalty and fatherhood bonus is firm heterogeneity.
Firms have been conceptualized as gendered spaces, meaning perceptions
and valuations of gender can vary considerably between them (Acker,
1990). These firm-level constructions of gender are deeply embedded in
their organizational structures, practices and cultures (Acker, 1990, 2006;
Bendl, 2008; Frenkel, 2017; Gherardi & Poggio, 2001; Halsema & Halsema,
2006). Firms, as employers, thus play a critical role in (re)creating gender
inequalities (Acker, 2006; Bidwell et al., 2013). As the motherhood penalty
and fatherhood bonus are a direct consequence of constructions of gender
in firms (Budig & England, 2001; Hodges & Budig, 2010), firm heterogeneity
can be expected to play a significant moderating role in the relationship
between parenthood and wages.

Moreover, the vast majority of empirical studies on the motherhood
penalty and fatherhood bonus are set in the United States (e.g., Dias et al.,
2020; Luhr, 2020; Ishizuka, 2021), while some include European countries,
Canada and Australia (e.g., Budig et al., 2012; Cooke, 2014; Glass & Fodor,
2011). The limited studies considering non-Western contexts have only
examined the motherhood penalty, not the fatherhood bonus (Besamusca,
2020; Chen et al., 2021; Gamboa & Zuluaga, 2013). None, however, have
addressed the question of generalizability of both the motherhood penalty
and fatherhood bonus across non-Western contexts.
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To address these important gaps in literature, this study compares
and contrasts parenthood wage gaps along a key source of heterogeneity in
firms: their level of foreign ownership (Fortanier et al., 2020). I consider two
extremes, the subsidiaries of multinational enterprises (MNEs) and domestic
firms with neither foreign ownership nor foreign subsidiaries. These two
types of firms differ on multiple relevant dimensions. MNEs have been
suggested to have a particularly masculine construction of gender (Connell
& Wood, 2005) in which the (over)valuation of males and masculinity is
higher than in domestic firms. This results in a highly masculine image of
their ideal worker. Moreover, the employees of MNEs work in a particularly
complex environment, across time zones and with relatively frequent
international travel (Hewlett & Rashid, 2011). Furthermore, the activities of
MNEs are, by definition, dispersed geographically.

Accordingly, in this chapter, I develop and test hypotheses on how firm
heterogeneity in terms of foreign ownership moderates the relationship
between parenthood and wages. I posit the likelihood of work-life conflicts
are likely to be higher for mothers working for MNEs because their work
environment is more demanding both in terms of intensity and flexibility
(compared to domestic firms). Moreover, I expect the overvaluation of
fathers and undervaluation of mothers to be higher in MNEs, as they are
firms in which the image of the ideal productive worker having masculinity
characteristics is especially salient (Vaara et al., 2021). Accordingly, I
hypothesize a larger motherhood wage penalty in MNEs compared to
domestic firms, and a higher fatherhood bonus in MNEs compared to
domestic firms.

Itest these hypotheses by constructing a dataset from the WageIndicator
survey (cf. Chapter 2). The dataset contains the wages and characteristics
of over 46,000 employees in 60 countries. My analysis confirms there is a
significantly larger fatherhood bonus in MNEs compared to domestic firms.
However, while there is a motherhood penalty in MNE:s, it is not significantly
different from the motherhood penalty in domestic firms. This suggests
that it is how gender is perceived and rewarded in MNEs, rather than actual
incompatibility of working for an MNE with the demands motherhood
places on women, which results in MNE-specific gender inequalities.
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My work contributes to the literature in several ways. By combining
theory from sociology and IB, the study in this chapter advances the
understanding of the relevance of heterogeneity in firms for parenthood
wage gaps. Moreover, I inform the construction of gender specific to MNEs.
While MNEs have been suggested to be relatively masculine type of firms,
this hypothesis has not never - to my knowledge - been tested in a large-
scale empirical setting, and neither have its implications for the impact of
MNESs on gender inequalities been associated with parenthood.

Additionally, while research on parenthood wage gaps has
predominantly been limited to Western contexts, I offer a systematic analysis
of the two types of gender inequalities across a wide variety of developed and
developing countries, thereby greatly improving generalizability. Finally, a
key novelty is that I employ one of the latest econometric methods, cross-
classified multilevel effects modelling, which allows us to control for all
industry and country-level characteristics that contribute to gender related
differences in wages (Andersson et al., 2014; Graafland & Noorderhaven,
2020; Peterson et al., 2012).

3.2 Theory and hypotheses

3.2.1 Theory

Gendered organizations

According to gender theory, gender encompasses the full spectrum of
socially constructed roles, behaviors, expressions and identities related
to masculinity and femininity, as opposed to biological sex, which is
determined at conception. Consequently, the gender an individual identifies
with can have widely different implications across contexts.

Gender is socially constructed, meaning that starting from a very
young age, boys and girls are explicitly and implicitly taught to enact
stereotypically gendered behaviors and discouraged from showing non-
normative ones. Children observe and experience how family members,
caretakers, peers, and community members speak about and treat people of
different genders, and how specific characteristics and behaviors are valued
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differently for each gender. These gender norms are subsequently reinforced
by society including (social) media. Individuals thereby internalize what is
perceived to be masculine and feminine, and thereby what the meaning of
gender is (De Beauvoir, 1949; Friedan, 1963; hooks, 1984).

Constructions of gender are generally known to differ between
countries, and also differ between communities, families, and other social
settings. The construction and implications of gender also vary between
firms, which is why they are known as gendered spaces in sociology (Acker,
1990, 2006). In line with this gender constructivist conceptualization of
firms, a firm can be seen as a social context “in which the meaning of
femininity and masculinity, gender expectations and gender practices that
are common in a given society is reconsidered, reproduced, or transformed”
(Frenkel, 2017, p. 377).

These constructions of gender have considerable implications
within firms. A large stream of research (“women in organizations”) has
established the relevance of firm level policies aimed to improve equal
opportunity. These policies for instance include removing blockages for
women to reach top management, diversity and inclusion management and
work-life policies. A related line of research (“gendered organizations”)
stresses the importance of addressing the underlying biases and beliefs
regarding gender equality in firms. A key manifestation of these biases and
beliefs in firms is how they imagine their ideal worker (Calas et al., 2014;
Frenkel, 2017; Gatrell et al., 2021).

While many firms aspire this image of their ideal productive
worker, who is preferred and rewarded the most, to be gender neutral,
in practice this person is someone whose primary focus is their job and
who has few obligations at home, and is male with stereotypical masculine
characteristics (Acker, 1990; Acker, 2006; Williams, 1995). Meanwhile
women are traditionally perceived as secondary earners inhibited of being
fully dedicated to their jobs (Akerlof & Yellen, 1990; Blau & Kahn, 2017;
Charles, 2011). Workers (women) who do not meet the image of the ideal
worker, are perceived as less adequate, and underestimated in terms of
productivity (Acker, 1990; Artz et al., 2018; Blau & Kahn, 2017; Elvira &
Graham, 2002; England, 2017a, 2017b).

98



Gender and parenthood in MNEs

MNE:s as gendered organizations

Despite calls to study MNEs in particular as gendered organizations
(e.g., Frenkel, 2017; Koveshnikov et al., 2019; Michailova & Hutchings;
2016), only a limited number of IB studies have done so. These studies
have primarily focused on country-level differences in the construction
of gender. A number of papers have examined how Western MNEs have
affected the local constructions of females, femininity and gender roles in
(non-Western) host countries (e.g., Drori et al., 2020; Fitzsimmons et al.,
2020; McArdle & Thomas, 2012; Tatli et al., 2013). Others have considered
how MNE home and host country contexts interact in MNEs affecting these
host-country constructions of gender (Bazel-Shoham et al., 2020; Chelekis
& Mudambi, 2010; Hermans et al., 2017; Hutchings et al., 2013; Moore, 2012;
Paludi et al., 2021).

An even smaller but growing stream of research has considered
MNE-specific constructions of gender and the ideal worker, i.e.,
constructions specific to MNEs and their activities, not directly resulting
from constructions of gender in the countries they are embedded in.
These studies have conceptualized MNEs as highly masculine firms with
organizational structures and practices which are dominated by men and
masculinity relative to domestic firms (Connell, 1995; Connell & Wood,
2005; McCarthy et al., 2021). Relatedly, the image of the ideal worker having
masculine qualities such as competitiveness and assertiveness is especially
prominent in MNEs (Connell & Wood, 2005; Tienari et al., 2010; Vaara et
al., 2021). For MNEs the ideal worker is imagined as “a self-assertive and
energetic individual who is mobile, egocentric, and career-oriented, focuses
on maximizing one’s personal gains, and dwells in transnational social
networks that spread around global cities” (Vaara et al., 2021, p. 2072). This
has been attributed to the relatively high level of aggressive risk-taking
needed for the exploration and exploitation of growth opportunities in
complex contexts abroad (Koveshnikov et al., 2019; Tienari & Koveshnikov,
2014).

Empirically, MNE-specific constructions of gender have only been
examined in a small number of case studies. In their case study set in a
Scandinavian financial services company, Tienari et al. (2010) established
its managers demarcated their work environment as particularly masculine
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compared to domestic firms by for instance emphasizing the need for
international travel, and the difficulties women would face in doing so.
International travel was seen as a sign of devotion and suitability for
working in an MNE, rather than a practical necessity. Connell and Wood
(2005) also find, intersectional, constructions of masculinity associated
with working for MNEs in interviews with Australian managers.

While an MNE-specific construction of gender has thus been
suggested, and empirically tested in case studies, it has never been tested
systematically, across countries, in a large sample of employees. Moreover,
the extant literature has not considered, or tested, the consequences of
MNE-specific constructions of gender for parenthood wage gaps. This is an
important omission, as parenthood wage gaps could inform the significance
and universality of an MNE-specific construction of gender. Vice versa,
examining the significance of MNE-specific constructions of gender for
parenthood wage gaps can advance our understanding of the role of firm
heterogeneity in this context. Consequently, the next section of this paper
develops and test hypotheses on the motherhood penalty and fatherhood
bonus in MNEs.

When it comes to the gender wage gap, I employ the existence of an
MNE gender wage gap, established in Chapter 2, as my baseline hypothesis.

3.2.2 Hypotheses development

The motherhood penalty in MNEs

The wage penalty associated with motherhood and its possible causes is a
widely discussed topic in the sociology literature. Empirically, the penalty of
becoming a mother is estimated to be between 4% and 13% after controlling
for job and individual characteristics, and is higher when a mother has
multiple children, or works in an Anglo-Saxon or post-communist country
(Anderson et al., 2003; Cukrowska-Torzewska & Matysiak, 2020). These
wage effects associated with motherhood have been found to persist until
retirement (Mohring, 2017).

The stream of research on the topic in sociology has put several
explanations for the motherhood penalty forward. One explanation of the
wage penalty for motherhood is the so-called “time incompatibility” of paid
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labor and childcare. On average, mothers take on the majority of childcare
within the household, which makes it especially hard for them to combine
their paid labor with the time and scheduling demands of parenthood such
as opening hours of daycare, school hours and extracurricular activities.
This may cause their productivity, and consequently their wage, to suffer
accordingly (Anderson et al., 2003; Budig & England, 2001; Budig & Hodges,
2010; Hook & Pettit, 2016). Time incompatibility also prevents mothers
from working long hours, being the first to respond to tasks and participate
in the decision-making process, thus depriving them of the opportunity to
be seen as an ‘ideal worker’ (Giurge et al., 2020).

Mothers employed by an MNE are not unlikely to suffer from time
incompatibility issues more than their peers employed by domestic firms.
Working in an international environment requires a relatively high level
of flexibility - compared to working in a domestic firm - such as working
outside of regular business hours to communicate with people in other time
zones and arranging for international travel on short notice (Bgler et al.,
2018; Hewlett & Rashid, 2011; Tienari et al., 2010).

Another possible (partial) explanation of the motherhood wage penalty
is based on the presumption that a mother’s productivity at work may
be affected because childcare and paid work compete for her energy and
concentration. The relevance of this decreased “work effort” mechanism
is expected to increase with the intensity of both parenting and job tasks
(Cukrowska-Torzewska & Matysiak, 2020). Anderson et al. (2003) indeed
find the wage effect of motherhood is larger for those with small children
because caring for infants is more demanding compared to caring for
older children. Moreover, Wilde et al. (2010) find the motherhood penalty
to increase with the education level and age of the mother, because more
experienced and higher educated mothers likely have more intense and
complex job tasks.

Due to the need to transfer and exploit FSAs in a complex multinational
context, jobs in MNEs tend to require relatively high levels of cognitive
skills (Collings et al., 2019; Fajnzylber & Fernandes, 2009; Meyer & Xin,
2018; Narula & Van der Straaten, 2021; Tarique et al., 2006; Tatoglu et al.,
2016). This intensity of jobs in MNEs could amplify the negative “work
effort” effect of having children on the productivity of mother working in
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MNEs, and the motherhood penalty may therefore be relatively large in
MNEs.

Additionally, as discussed in the previous section, given limited
information about an employee’s productivity, employers may rely on
perceptions of group differences in productivity based on motherhood status,
and discriminate accordingly. As entrenched views of the ideal (dedicated,
flexible, and productive) worker are at odds with the image of the ideal
mother in particular, managers may underestimate their productivity and
reward them less accordingly. In an experiment, Correll et al. (2007) indeed
found that mothers were assigned a lower starting salary based on, amongst
others, perceived competence. In these experiments, perceptions of mothers
being less adequate for the job were not only common amongst men, but also
found amongst women (Bernard & Correll, 2010; Correll et al., 2007).

Wage setting based on perceptions of group productivity are especially
relevant for higher skilled jobs - the type of jobs which are relatively
common in MNEs - because for these types of jobs output is relatively
hard to measure (Briscoe & Joshi, 2017; Kmec, 2011; Wilde et al., 2010).
Moreover, as previously discussed, the image of the ideal worker is even
more masculine in MNEs compared to domestic firms, resulting in an even
larger deviation of mothers from this image. This could lead to a relatively
high motherhood penalty in MNEs, due to assumptions on their low
perceived, rather than actual, productivity.

In sum, based on the relatively high incompatibility of motherhood
with images of the ideal worker, and work effort and time demands
associated with working in an MNE, I hypothesize as follows:

Hypothesis 1: All else equal, the motherhood penalty is larger in MNEs than
in domestic firms.

The fatherhood bonus in MNEs

An additional dimension of gender inequality is the wage premium that
fathers receive because of their parental status. This premium, the so-
called fatherhood bonus, is estimated to be between 3 and 10 % (Fuller &
Cooke, 2018; Killewald, 2013). Two hypotheses have been put forward as
explanations for the fatherhood bonus.
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First, the gender division of household and paid labor may become
less equal after the birth of a child, in favor of the productivity of men in
their paid work. However, empirical studies find no evidence of differences
in productivity, pro-work attitudes and behaviors of fathers compared
to their childless male peers. The general consensus of these studies is
the fatherhood bonus cannot be attributed to increased motivation or
productivity of men transitioning into fatherhood (Fuller & Cooke, 2018;
Glauber, 2008; Killewald, 2013; Kmec, 2011; Lundberg & Rose 2002).

A second mechanism which may explain the fatherhood bonus
is a positive perception and valuation of masculinity, fatherhood, and
breadwinning in organizations, which leads employers to favor fathers
over childless men in their wage and promotion decisions (Connell, 1995;
Fuller & Cooke, 2018; Hodges & Budig, 2010). Contrary to the view of
the mothers as less productive and competent employees, the image of
fathers as motivated breadwinners may lead employers to perceive fathers
as being particularly hard-working, dependable and loyal employees.
These perceptions influence both the performance expectations and the
interpretation of actual performance of fathers. Fathers thus may be given
more opportunities to demonstrate their abilities, be rewarded more for
performance compared to their childless and female peers, or receive less
scrutiny for poor performance (Correll et al., 2007; Fuller & Cooke, 2018;
Hodges & Budig, 2010).

This mechanism does not apply to all fathers equally. Building on
the concept of intersectionality, Hodges and Budig (2010) find that men
who are highly educated, professional workers or managers whose jobs
tasks involve a high level of cognitive skills receive the largest fatherhood
bonuses because these characteristics are perceived to demonstrate the
most superior aspects of masculinity.

As highlighted earlier, there is tendency for employees with masculine
qualities, such as fatherhood, to be perceived as ideal and productive, and
this positive bias is especially prominent within MNEs (Connell & Wood,
2005; Merildinen et al., 2015; Tienari et al., 2010). This effect is amplified
by the relatively high skilled job tasks requiring a relatively high level of
cognitive skills in MNEs (Narula & Van der Straaten, 2021) and the associated
perceptions of superior masculinity of men with these traits. Because of
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both the prominence of the image of male heterosexual masculinity as ideal,
and the masculine nature of the job tasks in MNEs, I thus expect the bias
that privileges fathers over childless men to be higher in MNEs compared to
domestic firms. Based on these considerations, I hypothesize:

Hypothesis 2: All else equal, the fatherhood bonus is larger in MNEs than in
domestic firms.

3.3 Empirical analysis

3.3.1 The sample

The sample is constructed from the “Wagelndicator” survey (see Chapter 2
and the Appendix for an extensive discussion). I considered the most recent
surveys that measured the variables relevant for this study, which were
completed between January 1, 2013 and December 31, 2015, in the dataset.
Data on the variables relevant to my hypotheses was available for employees
from 21 agricultural, manufacturing, and service industries in 60 countries
(for the full list of countries see Table 3.1). The total sample contains 46,386
employees. Of the respondents, 53.9 percent was male and the average age
in the sample was 36.3 years (sd = 10.8 years).

Table 3.1 List of host countries included in the study

(Host) Countries

Angola Kenya
Argentina Luxembourg
Australia Madagascar
Austria Malawi
Azerbaijan Mexico
Belarus Mozambique
Belgium Namibia
Benin Netherlands
Botswana Niger

Brazil Pakistan
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(Host) Countries

Bulgaria Paraguay
Chile Portugal
China Romania
Colombia Russian Federation
Czech Republic Rwanda
Denmark Senegal
Egypt Slovakia

El Salvador Slovenia
Finland South Africa
France South Korea
Germany Spain

Ghana Sri Lanka
Guatemala Tanzania
Guinea Togo
Hungary Ukraine
India United Kingdom
Indonesia United States
Ireland Vietnam
Italy Zambia
Kazakhstan Zimbabwe
3.3.2 Methodology

Through econometric analysis, I first aimed to estimate the effect of being
an employee of an MNE (versus a domestic firm) on the gender wage gap
to determine the existence of the MNE-specific gender wage effect in my
empirical setting. To address the question whether working for an MNE affects
the size of the motherhood penalty and fatherhood bonus, I look at the effect of
being an employee of an MNE (versus a domestic firm) on the wage premium/
penalty associated with being a parent for men and women separately.
Following Boler et al. (2018)%, to estimate these effects, I employ a
Mincerian type wage regression, which accounts for the non-linear effect
experience has in wages (Mincer, 1974). Moreover, the regression model

5 This Chapter, which includes a slightly different type of model to estimate gender wage gaps
compared to Chapter 2 and 4, was not yet published at the time Chapter 2 and 4 were originally
submitted. The models in these two chapters therefore do not include the interaction term for
experience, which is included here.
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is multilevel as I expect both industry and (host) country to influence
employee wages, and employee-level observations are therefore not
independent (Peterson et al., 2012). This approach allows us to account for
the observable and unobservable characteristics of the industry and host
country influencing wages (Chapter 2). As the random effects of country
and industry are crossed random effects (i.e., country and industry are not
nested in hierarchy) I employed cross-classified random coefficient models
(CCRCM) (Graafland & Noorderhaven, 2020).2¢

I estimated a series of cross-classified multilevel models to test my
hypotheses. First, I constructed a baseline model including only the control
variables and the employee’s gender (Female). I then tested the effect of
foreign ownership on the gender wage gap by adding an interaction term
between MNE and the employee’s gender (Female). I then tested the effect
of foreign ownership on the motherhood penalty and fatherhood bonus.
Given that I thereby test the effect of having children in domestic firms
versus MNEs by gender, I split the sample by gender and then test the
interaction between MNE and parenthood status (Children).

To test whether the variances of the constants in the random models
were significantly different from zero, Likelihood ratio tests were used.
Because variances cannot be lower than zero, I followed standard practice
and divided p-values by two. As the levels in the random parts of the models
only contained a single variable each, the covariance structure was set to
identity (Rabe-Hesketh & Skrondal, 2008).

3.3.3 Variables

In this subsection, I describe the variables used in the analysis.

Dependent variables: The dependent variable wage corresponds to the
employee’s gross hourly wages in US dollar at purchasing power parity in
the Wagelndicator database. The mean hourly wage (at PPP) was $11.59
with a standard deviation of $2.70. As data was skewed, I performed a log
transformation to approximate a normal distribution.

26 Chapter 2 does not employ CCRCM, as this method was not available at that time. I repeated the
analysis in the current chapter using the hierarchical multilevel model employed in Chapter 2 and
with the inclusion of a firm level. The results obtained do not present significant changes vis-a-
vis the ones obtained using CCRCM. I discuss this in detail in the robustness checks subsection.
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Independent variables: I measure whether an employee is employed
by an MNE with a dummy variable MNE (1 = employed by a subsidiary of a
foreign MNE; 0 = employed by a domestic firm without foreign ownership
or locations). This dummy variable was constructed from the WagelIndicator
survey questions asking whether the respondent is employed by a multinational
firm and whether the respondent is employed by a foreign owned firm and
thus allowed us to identify all employees who worked for an MNE subsidiary as
opposed to a domestic firm. Gender is measured by a dummy variable (Female:
0 = male, 1 = female); parenthood status by a variable (Children) that indicates
whether the employee has one or more children.

Control variables: I use individual-level control variables that include
employee’s managerial position, experience, and level of education.
Following Abraham (2017) and Briscoe and Joshi (2017), managerial position
(Supervisor) is measured by the number of subordinates of the employee
(where 0 = no supervising role) and the control variable Education is based
on the employee’s ISCED-1997 education level and measured on a scale
from 0 (no education) to 6 (upper tertiary education). Experience is measured
by the employee’s work experience in years. Both the motherhood penalty
and fatherhood bonus are expected to be affected by the number of people
supervised, years of experience and the level of education (Budig & Hodges,
2010; Hodges & Budig, 2010). Firm size is measured in classes ranging from
0 (self-employed without personnel) to 10 (5,000 or more employees) with
individuals working for larger firms expected to earn more (Mueller et al.,
2017).

3.4 Results

Table 3.2 gives an overview of all the variables in the models, while Table 3.3
provides their descriptive statistics and the correlation matrix. In Table 3.3
no moderate or high correlations between variables stand out. To confirm the
absence of multicollinearity issues, I analyzed the Variance Inflation Factors
(VIFs). The highest, for Education, was 1.03, thus indeed below levels that would
suggest presence of multicollinearity in the models (Belsley et al., 2005).

107



Chapter 3

Table 3.2 Operationalization of key variables

Variable Operationalization Source

Dependent

Wage Natural logarithm of the employee’s hourly wage at Wagelndicator
PPP, in US Dollars

Independent

MNE A dummy variable indicating whether the employee =~ Wagelndicator
works for a foreign owned firm (1=yes; 0=no)

Female A dummy variable indicating whether the employee is Wagelndicator

female (1=yes; 0=no)

Children A dummy variable indicating whether the employee = Wagelndicator
has one or more children (1=yes; 0=no)

Control

Supervisor The number of subordinates of the employee Wagelndicator
Experience The employee’s work experience in years Wagelndicator
Education The employee’s education level (0 (none) - 6 (upper Wagelndicator

tertiary))

Firm Size  The size of the firm the employee works for (0 (self- Wagelndicator
employed, no personel) - 10 (5,000+ employees))

Table 3.3 Descriptive statistics and pairwise correlations?”

Mean SD (1) (2 () (4) (5 (6) (7) (8)

1) Wage 2.45 0.99 1.00
2) MNE 0.12 0.32 0.16 1.00
3) Female 0.46 0.50 -0.18 -0.10 1.00

4) Children 0.51 0.50 0.02 -0.03 0.02 1.00

5) Supervisor 6.20 90.74 0.01 -0.00 -0.02 0.03 1.00

6) Experience 11.81 10.07 0.12 -0.02 -0.00 0.40 0.03 1.00

7) Education 2.19 0.79 -0.18 0.10 0.04 -0.08 0.02 -0.10 1.00

8) Firm Size 6.17 3.30 0.02 0.07 0.01 -0.00 -0.00 -0.01 -0.02 1.00

3.4.1 Results of the main analysis

The equations I estimated are reported in Table 3.4. To test my baseline
hypothesis, in light of the non-nested nature of the data, I estimated a
cross-classified multilevel model analyzing the interactive effect of foreign-
owned MNEs and gender on wage (model 2 in Table 3.4):

7 N = 46,386 observations. Correlations 0.02 or -0.02 are significant at the 0.05 level.
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Wagey,, = q,, + BySupervisory + B, Experience,  +
B,ooExperiencey xExperience,,  + B, Educationy + B, Firmsize, —+

BGUOMNEijk + B700Femaleijk + BSOOMNE'

kX Femaleijk *+ € Cojie ¥ Nook

Where i is the individual employee, j is the industry, k is the MNE host
country, and €and ¢ and nare the error terms. Similarly, to test my main
hypotheses, I estimated a cross-classified multilevel model analyzing the
interactive effect of foreign ownership and parenthood on wage for women
and men separately (model 3 and 4 in Table 3.4):

Wage; = Oy *+  BySupervisory + B, Experience, +
B300Experlencei].kxExperlenceijk + B[*O()Educatloni].k + Bsool-"lrmﬂzeijk +

BmMNEi].k + BmChildrenijk + BSOOMNEijkx Childre'nijk + Ept Zojk + Nook

In Table 3.4 I used Wage as dependent variable. Model 1 includes the
control variables and the linear effects of MNE and Female only, Model 2
also includes the interactive effects of MNE and Female, while Model 3 and
Model 4 correspond to the models testing for the interactive effect of MNE
and Children for women and men respectively.

In each model in Table 3.4 the positive (i.e., non-zero) variance of
the constants at host country and industry level corroborate industry and
host country characteristics have an (expected) significant (p-value = 0.00)
effect on wages.

In model 1, all control variables have a significant (p-value = 0.01 for
Firmsize, p-value = 0.00 for all other control variables). Notably, there is a
significant (p-value = 0.00) gender wage gap of 22.1% (e°%* - 1) and MNE
wage premium of 39.1% (e°3 - 1) in the sample. In Model 2, again, all
control variables are significant (p-value = 0.00). Moreover, the interaction
between MNE and Female is negative and significant (p-value = 0.00),
thereby confirming my baseline hypothesis. In Model 3 I test whether the
interaction between MNE and Children is significant for the women in the
sample. Again, all control variables are significant (p-value = 0.00) and
being a parent has a negative and significant effect on the hourly wage of
women on the hourly wage of women. However, the interaction between
MNE and Childrenis not significant (p-value = 0.78), and I thereby do not find
evidence of a difference between the motherhood penalty in MNEs compared
to domestic firms (my Hypothesis 2). In Model 4 I test whether the interaction
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between MNE and Children is significant for the men in the sample. Again,
all control variables are significant (p-value = 0.00) and being a parent
has a positive and significant effect on the hourly wage of men (p-value =
0.00). Most relevantly, the interaction between MNE and Children is positive
and significant (p-value = 0.06), thereby confirming my hypothesis 3.

Given that I tested my hypotheses by including interactions terms in
the models in Table 3.4, it is of particular relevance for the purpose of
this chapter to offer an explicit discussion and interpretation of the effect
sizes of the relevant estimated coefficients (Bettis et al., 2016; Meyer et al.,
2017). To do so, I plotted the marginal effects of the full range of Female
and Children (only for men) on the full range of Wage for both MNEs and
domestic firms, and then accordingly plotted the gender wage gap and
fatherhood premium in Figure 3.1.

Figure 3.1 The gender wage gap and fatherhood bonus in MNEs?®

£3,00

§2,00

$1,00

=== Gender Wage Gap

——Fatherhood Bonus

Wage Gap / Premium
o

$-1,00

$200 — Tmmae

$-3,00

Domestic Firm o i MNE
T'ype of Firm

28 To make the interpretation more informative, we transformed the marginal effects calculated
- given that the dependent variable Wage corresponds to the natural logarithm of the employee’s
hourly wage at PPP - to be able to compute the average wage gap/premium in US dollars per hour
for each case as shown in the figure.
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As shown in Figure 3.1, the gender wage gap is ($1.24) larger in MNEs
than in domestic firms. Moreover, it shows the fatherhood wage premium
is ($1.08) larger in MNEs than in domestic firms. Considering these are
differences in hourly wages, the marginal effects analysis corroborates the
economic relevance of the significant moderations obtained.

3.4.2 Results of the post-hoc analysis

To test whether the results can be confirmed across cultural contexts, or are
contingent on the countries considered, I performed a number of post-hoc
analyses.?

First, I split the sample in developed and developing countries based
on their World Bank classification, labelling the countries in the World
Bank lower middle- and upper middle-income categories as developing
and countries in the World Bank high-income category as developed.
This analysis confirmed the findings in Chapter 2 that the gender wage
gap is larger in MNEs only in developing countries, but smaller in MNEs
in developed countries. My analysis found the larger fatherhood bonus in
MNEs compared to domestic firms to be relevant in both the developed
and developing countries sub-samples. No significant difference in the
motherhood penalties in MNEs and domestic firms was found in either
developed or developing countries. This was to be expected given that also
in the full sample, no significant difference emerged.

Subsequently, I considered distance between the MNE home and host
country, which may moderate MNE-specific effects on gender. Kodama et
al.’s (2018) study in Japan, for instance, shows that firms with headquarters
in more gender egalitarian countries (than Japan) are more likely to hire and
promote women and offer family-oriented working conditions compared to
locally owned firms. As a post-hoc analysis, I therefore employ Ghemawat’s
(2001) CAGE dimensions to capture the distance between the employee
home and host country (thus including variables that account for cultural,
administrative/institutional, geographic, and economic distance between
home and host countries). Ghemawat’s (2001) four-dimensional approach
allows us to consider the multidimensionality of the distance construct and
thus control for the potential effect of its distinct dimensions.

29 Results available on request
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The variable cultural distance measures the Mahalanobis distance
between the host and home country in terms of Geert Hofstede’s (1984)
original four dimensions of culture (available from Beugelsdijk et al.,
2018). I included the Mahalanobis distance because this measure corrects
for the correlation of the underlying Hofstede dimensions. The variable
institutional distance measures the Mahalanobis distance between the
host and home country in terms of all ten dimensions of Heritage Index of
Economic Freedom (HFI) (also available from Beugelsdijk et al., 2018). I again
included the Mahalanobis distance because the underlying HFI dimensions
are correlated. The variable geographic distance measures the orthodromic
distance (the shortest distance taking into account the spherical surface
of the earth) between the host country and home country’s capital cities
(Bouquet & Birkinshaw, 2008). The variable economic distance measures
the distance between the host country and home country’s GDPs per capita.
Following Campbell et al. (2012) I calculated this variable by:

Economic distance;=log(1 +|GDP, ; - GDP,|)

where i is the home country and j is the host country.

In the empirical setting, none of the CAGE measures of distance
between the MNE home and host country significantly affected my findings.

Alternatively, I consider two global indices designed to measure gender
inequality, as they might be an accurate measure to inform distance in gender
constructions between home and host countries. Accordingly, I re-estimated
the models with the difference in the UNDP Global Inequality Index between
the MNE home and host country and (separately) repeated this for the WEF
Global Gender Gap Index (for an extensive discussion of these measures, see
Eden and Wagstaff, 2021). Including these measures of distance in gender
equality in the models did not significantly affect my findings either.

3.4.3 Robustness checks

Similar to Chapter 2, a common method bias might be present in this study,
as the dependent, independent and control variables are all constructed
from the same source, the Wagelndicator survey. I therefore repeated the
test for common method bias by performing the Harman’s single-factor
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test (Podsakoff et al., 2003) on the dataset used in this chapter, i.e., I ran
exploratory factor analysis to determine the number of factors that are
necessary to account for the variance in the variables. I included all variables
included in my models and confirmed that these variables did not load onto
a single factor (four with an eigenvalue above 1). I thereby confirmed no
issues of common method bias were present.

Based on the nature of the data and building on very recent research
by Graafland and Noorderhaven (2020), I employed cross-classified random
coefficient models (CCRCM) for the analysis. This method deviates from
Chapter 2, which employed a hierarchical multilevel model in the analysis.
While the data is more likely to be cross-classified than hierarchically
nested in industries and countries—thus pointing to the usage of CCRCM in
the analysis—I repeated the analysis using hierarchical multilevel models
to understand how sensitive my results are to the choice between these two
alternative models. The results for the fully specified models when using
hierarchical multilevel modeling are reported in Table 3.5. The results for
the gender wage gap (Model 1 in Table 3.5), motherhood penalty (Model
2) and fatherhood bonus (Model 3) do not deviate substantially from the
results obtained when using CCRCM (Models 2, 3 and 4 in Table 3.4). These
additional analyses thus corroborate that, while the usage of CCRCM in the
main analysis appears logical for the reasons discussed above, the usage of
the exact same hierarchical multilevel model employed in Chapter 2 would
not lead to any substantial changes in the key findings.

Another relevant aspect of the dataset used is that observable and
unobservable characteristics of the individual firm a given employee
works for may also affect his/her working conditions. However, to ensure
anonymity, the surveys are not linked to specific firms at employee level.
To establish whether the inclusion of the firm level was necessary in
the estimation, I repeated the approach in Chapter 2 and thus combined
variables on firm characteristics (firm size, industry, public or private, local
or MNE) to identify groups of respondents that could potentially work for
the same firm. As a result of this calculation, I obtained that the average
(firm) group size was only 3.0. This is a relatively small firm-level average
sample size (Maas & Hox, 2005) and, also in view of the fact that I am not
able to identify individual firms with certainty in my empirical setting,
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I therefore restricted my focus to the industry and country levels in the
estimations. However, to ensure the validity of my results, I repeated the
analysis to include a firm level. The results are reported for the gender wage
gap (Model 4 in Table 3.5), motherhood penalty (Model 5) and fatherhood
bonus (Model 6). The findings do not deviate substantially from the results
of the main analysis, which does not include the firm level. These additional
analyses thus confirm that my findings hold both with and without the
inclusion of a firm level.

3.5 Discussion and conclusions

Therehasbeenapersistentstreamof research calling forareconceptualization
of MNEs as gendered organizations (e.g., Frenkel 2017; Koveshnikov et al.,
2019), in which gender does not refer to biological sex but to how gender
is perceived, embedded and enacted in the MNE. By adopting this view,
I aimed to advance our understanding of how and how much gender
inequality is created by MNEs. Based on the extensive research on firms as
gendered spaces, I hypothesized the gender wage gap, motherhood penalty
and fatherhood bonus to be higher in MNEs compared to domestic firms,
because both the higher likelihood of work-family conflicts and the higher
(over)valuation of masculinity in MNEs.

My analysis of over 46,000 employees in 60 countries indeed showed
a significantly higher gender wage gap and fatherhood bonus in MNEs
compared to domestic firms. However, although I found the motherhood
penalty to be present in both MNEs and domestic firms, it is not significantly
different between the two groups of firms. The larger gender wage gap
could be either due to MNEs not accounting for the challenges faced by
women in the workforce as well as domestic firms (Hewlett & Rashid,
2011; Chapter 2), to women and femininity being rewarded less in MNEs
compared to domestic firms, or a combination of the two. However, the
absence of a difference in the motherhood penalty, combined with the
existence of an MNE-specific fatherhood bonus provides evidence of MNE-
specific construction of masculinity. While a higher motherhood penalty
could have been explained by actual incompatibility of working for an MNE
with housework including childcare, the main explanation for a fatherhood
penalty in sociology research is a predominant perception of the ideal worker
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as masculine (Fuller & Cooke, 2018; Hodges & Budig, 2010). These findings
are thus in line with earlier studies suggesting that gender inequalities are
not only created by culturally entrenched views at societal level or gendered
division of labor at household level, but also by gender organizations. In
particular, I advance the emerging stream of research on gender in IB, by
informing the differential effects of MNEs on parenthood wage gaps, which
are specific to a MNE-specific construction of gender.

This chapter elucidates the role of firm heterogeneity in parenthood
wage gaps. While previous research has extensively considered heterogeneity
in mothers and fathers, by building on the concept of intersectionality, in
explaining differences in parenthood wage gaps, heterogeneity in firms
has rarely been considered. This chapter demonstrates its relevance, by
showing how firm level constructions of gender have a differential effect
on the fatherhood bonus. Moreover, by empirically examining parenthood
wage gaps across a wide variety of developing and developed countries and
taking into account the distance between MNE home and host country, I
established the MNE-specific fatherhood bonus is, contrary to the gender
wage gap, generalizable across contexts.

While comparing gender in MNEs to gender in domestic firms
provides important insights into how gender inequalities are created by
the specific characteristics of MNEs, it does not account for differences
in how gender is construed and enacted between MNEs, which is a main
limitation of this study. Future research could examine the significance of
additional dimensions of firm heterogeneity within and beyond MNEs for
gender inequality. In line with this, a future research direction suggested
by Vaara et al. (2021) is considering how intersectionality is transformed
within MNEs. They posit the effects of intersections of gender and race
likely manifest differently in the pluralistic multicultural contexts of MNEs,
compared to domestic firms. I concur this approach could greatly advance
knowledge on how MNEs affect inequalities, including gender inequalities
associated with parenthood.

An additional limitation of my study is that, by controlling for employee
job level, I do not uncover how gender affects career opportunities, which
is another important source of gender inequalities (Blau & Kahn, 2017).
While the share of female employment in the largest MNEs is only 17%,
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this share is only 9% at management level (UN, 2020), a clear indication
female representation and promotion opportunities in MNEs are an area of
concern. Furthermore, the data did not allow us to include those employees
who are transgender or who identify as non-binary in my analysis, for
whom gender might have a different effect on their wages. Trans-gender
individuals for instance are known to face significant challenges in the
workplace, which perceptions and valuation of masculinity (Bell et al., 2011;
Thoroughgood et al., 2020). The same goes for cis-gendered males who
exhibit behavior perceived as feminine (Mayer, 2018), or fathers who take
on non-traditional gender roles (Gatrell et al., 2021).

This study has considerable managerial implications. Specifically
tackling gender inequality originating from perceptions about fathers
requires a change of mindset. Too often, the topic of gender inequality is
approached by viewing women as deviating from the norm resulting in
the classic view of the gender wage gap as women earning less than men.
However, my results indicate that part of the gender wage gap can be
attributed to the (over)valuation of masculine characteristics, such as being
a father, being rewarded more than average, especially in MNEs. Managers
thus need to mitigate biases resulting in fathers being rewarded more than
average, rather than only focusing on the characteristics and life patterns
of women as the source of the gender wage gap.

HRM oversight, merit- and incentive-based pay have all been found
to mitigate gender inequalities, though less so for the fatherhood bonus,
possibly because most HRM systems are not designed with this issue in
mind (Fuller & Cooke, 2018). For MNEs specifically, this possibly also
applies to local female life patterns (other than the global female life
patterns associated with motherhood) and could contributing to the larger
gender wage gap in MNEs compared to domestic firms in developing
countries. A critical evaluation of gender related policies therefore seems
necessary. Moreover, while the absence of an MNE-specific motherhood
penalty indicates MNEs do equally well, or rather, equally poor, compared
to domestic firms, in accounting for the challenges and biases mothers face,
this is still an important issue to be addressed.

120



