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Developing Countries Have Higher Job Flows..

Donovan, Lu, and Schoellman (2023)
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Firms also fill vacancies faster (Atencio-De-Leon, Lee, and Macaluso, 2025)



.. But Flows Don't Move Workers up the Job Ladder

Donovan, Lu, and Schoellman (2023)

- Most flows are into and out of marginal jobs

- Workers who climb the job ladder...
- ... most likely to remain at the job in developed countries
- ... most likely to fall back down in developing countries

« The gap is 40—50 p.p.



Formal L.abor Markets Are Different
Brockmeyer et al. (2026)
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(Formal) job switching contributes 10 p.p. to life-cycle wage growth



Firms Invest in Workers
Ma, Nakab, and Vidart (2024)
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Training explains one-third of cross-country wage growth differences.



Dual Labor Markets

- Coexistence of two overlapping labor markets
- Large firm, formal, more educated: stable jobs, training, job ladder
- Self-employment, small firm, informal, less educated: churn

- Not segmented (Maloney, 1999; Brockmeyer et al., 2026)



Large Firms Use White-Collar Labor Intensively
Engbom et al. (2025)
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White-Collar Labor Is Educated Labor

Engbom et al. (2025)
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Education accounts for 87% of cross-country variation in white-collar employment share;

PIAAC/STEP literacy scores account for 97%




Expanding Education Creates Large Firms
Engbom et al (2025): Cox (2025)

- Calibrated quantitative model: education can explain half of growth in large firms
- Educated workers are more likely to be entrepreneurs
- White-collar labor allows entrepreneurs to scale up

- Expanding college in Brazil increased formal & large-firm employment share



High Cost of White-Collar Workers

Hjort, Malmberg, and Schoellman (forthcoming)
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Management quality lower in developing countries (Bloom and Van Reenen, 2007);
management interventions boost size & profits (Bloom et al., 2013; Giorcelli, 2019)



Barriers to Bullding Business Skills

- Schools
- Low education quality (Angrist, et al., 2021; Martellini, Sockin and Schoellman, 2024)
- Challenges demonstrating skill (Carranza et al., 2022; Abebe et al., 2021)

- Migration (Docquier and Rapoport, 2012; Martellini, Sockin and Schoellman, 2024)

- Barriers to firm training (Becker, 1964)



Conclusion

- Developing countries have dual labor markets
- Large firm, formal, more educated: stable jobs, training, job ladder
« Self-employment, small firm, informal, less educated: churn

- Lack of business skills constrains growth of good jobs
- Few white-collar workers

- Large, formal businesses pay high prices for white-collar labor



