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White-Collar Skills and Firm Scale



Donovan, Lu, and Schoellman (2023)

Developing Countries Have Higher Job Flows… 
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Employment Exit Rate

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



Donovan, Lu, and Schoellman (2023)

… But Flows Don’t Move Workers up the Job Ladder

• 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. 



Brockmeyer et al. (2026)

Formal Labor Markets Are Different

Figure 2: Formal Labor Market Flows and Development

I. Cross-Country II. Within Brazil/Colombia
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(b) Average Time per Job
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(c) Average Time Between Jobs

5

10

15

20

25

30

Ti
m

e 
Be

tw
ee

n 
Jo

bs

7.5 8 8.5 9 9.5
Log GDP per Capita

Brazil 1994-1997
Brazil 1998-2001
Brazil 2002-2005
Brazil 2006-2009
Brazil 2010-2013
Brazil 2014-2017
Chile 2011-2013
Chile 2014-2016
Chile 2017-2019
Colombia 2010-2013
Colombia 2014-2017
Colombia 2018-2021
Ecuador 2006-2009
Ecuador 2010-2013
Ecuador 2014-2017
Kenya 2017-2020
South Africa 2010-2013
South Africa 2014-2017
South Africa 2018-2021
Thailand 2002-2005
Thailand 2006-2009
Thailand 2010-2013
Thailand 2014-2017
Thailand 2018-2021
Uruguay 1997-2000
Uruguay 2001-2004
Uruguay 2005-2008
Uruguay 2009-2012

Coef. = -2.553, SE =  0.772

5

10

15

20

25

30

Av
er

ag
e 

M
on

th
s 

be
tw

ee
n 

Jo
bs

7.5 8 8.5 9 9.5
Log GDP per Capita

Brazil Regions
Colombia Regions

Brazil: Coef. = -3.153, SE =  0.617
Colombia: Coef. = -6.573, SE =  1.128

Note: Similar to Figure 1, this figure shows the relationships between di!erent measures of formal labor market flows and log GDP

per capita using the administrative EE data and the survey data described in Table A.1. Panels (a)–(c) consider the average number of

formal jobs, the average time per formal job, and the average time between formal job. This figure is discussed in Section 2.2.15
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(Formal) job switching contributes 10 p.p. to life-cycle wage growth



Ma, Nakab, and Vidart (2024)

Firms Invest in Workers

countries is a key contributor to the low levels of on-the-job training ob-
served in these environments. In figure 3A we show that the proportion
of workers employed by firms (therefore not self-employed) who receive
training rises with income. However, the training gap between poor and
rich countries is narrower in this case, suggesting that the high prevalence
of self-employment in impoverished countries, as depicted in figure 3B,
plays a key role in the low training levels observed in these situations.17

In addition, figure D.2 shows that the positive correlation between in-
come and training for workers employed by firms is evident at both the
extensive and intensive margins.18 Richer countries exhibit both a higher
proportion of firms providing training (extensive margin) and a greater
percentage of trainees and hours dedicated to training within these firms
(intensive margin). Moreover, firms in richer countries spend more on

FIG. 3.—Unadjusted on-the-job training shares and self-employment. A, Share of work-
ers who are trained by their employers out of total workers in firms. B, Share of workers
who are self-employed. Data on formal training come from the WB-ES for all developing
economies and from the EU-CVT for European economies. Data on GDP per capita are
sourced from the Penn World Table, while the share of self-employment comes from the
World Bank.

17 We further investigate the relationship between on-the-job training and self-employment,
alongwithour twoother key channels of interest ( job turnover and the relativepriceof capital
formation) in app. F. We regress the share of formally trained employment in each country-
year on the share of self-employed workers, the price of capital formation relative to consump-
tion, and the predicted probability of staying in the same firm after a quarter. We find that
higher self-employment shares and job turnover are associated with lower levels of training,
and that there is no significant correlationbetween the costs of capital formation and training.

18 We rely on enterprise survey data from European countries to conduct this analysis.
Although this analysis encompasses fewer countries, the relatively wide survey time frame
and country coverage allow for substantial income variation. Furthermore, in fig. D.4, we
show similar patterns for developing economies using the WB-ES data: the proportion of
firms providing training and the proportion of participants per firm increase with economic
development.

on-the-job training and development 119

Training explains one-third of cross-country wage growth differences.



• 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)

Dual Labor Markets



Engbom et al. (2025)

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

White-Collar Labor Is Educated Labor
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Engbom et al. (2025)

Education accounts for 87% of cross-country variation in white-collar employment share; 
PIAAC/STEP literacy scores account for 97%



Engbom et al. (2025); Cox (2025)

Expanding Education Creates Large Firms

• 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



Hjort, Malmberg, and Schoellman (forthcoming)

High Cost of White-Collar Workers
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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 Building 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


