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1. Introduction  

Economic change can lead to multiple and sometimes conflicting outcomes for 

workers, employers, and regions. For one, the continuous churn among 

employers and jobs in a region changes the demand for different skills (Rigby and 

Essletzbichler 2000; Essletzbichler 2004). From those firms that are lagging or 

exit, workers face job loss, unemployment, and earnings loss, entailing long-term 

consequences not only for workers (see, e.g., Carrington and Fallick 2017 for 

review), but also spillover effects within the affected regions (Gathmann et al. 

2020). On the other hand, innovation tends to create new and higher wage jobs. 

Yet, its direct benefits to employment are highly concentrated in space and are a 

main source of skill mismatch (Lee and Rodriguez-Pose 2013; Aghion et al. 2019). 

It should not be surprising, then, that there are large regional differences within 

countries in workers’ earnings, employment opportunities, and firm performance 

(see, e.g., Ciccone and Hall 1996; Combes et al. 2012). 

Within these dynamics of economic change, workers must navigate a constantly 

evolving landscape. Individuals tend to change jobs multiple times over the 

course of their career; for example, in Sweden, on average 10% of workers change 

jobs annually, and nearly 10% either enter or exit the labor market (Andersson 

and Andersson et al. 2014). Despite this dynamism, employers cite persistent 

difficulties in finding new recruits with the skills they need (World Bank 2014). 

In fact, studies in Sweden have shown that the quality and efficiency of labor 

market matching have worsened since the 1990s (for a review, see Karlson and 

Skånberg 2012). This seems to largely be driven by heterogeneity on both the 

supply and demand sides of the labor market (Karlson and Skånberg ibid.). This 

heterogeneity is evident, for example, in the large variation in skills and 

experiences among employees, and the specialized job tasks of employers.  This 

rise in complexity on both the supply and demand side of the labor market has 

generated difficulties with regard to workers and firms meeting at the right time 

and the right place.  

Labor market matching can be described in general as the quality or efficiency of 

supply meeting demand, as in the fit of an employee-employer relationship. It can 

impact the economy at all levels. At the individual level, working in a job that 

poorly matches a worker’s qualifications can result in lower earnings, higher 

workplace stress, and negative job satisfaction (see, e.g., Ferreira and Taylor 2011; 

Nedelkoska and Neffke 2019). Frictions in matching tend to have particularly 

negative effects, on average, for young people who are competing with more 

experienced workers for the same jobs and who haven’t had the time to develop 

a network or local knowledge for navigating the job market (Green 2020). 

Workers who experience sudden job loss due to firm closures are also particularly 
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vulnerable to mismatch and its effects on employment and earnings due to the 

shortened time window for finding a new job (see, e.g., Carrington and Fallick 

2017).  

From the employer perspective, having poorly matched employees can lead to 

higher worker turnover, diminished coordination among coworkers, and lower 

firm productivity overall (see, e.g., Eriksson 2011; Östbring et al. 2018). Hiring 

well-matched employees can be particularly crucial for small or new firms, since 

they are less likely to have the resources or time to train employees in the skills 

they need. The aggregate of these micro-level interactions is noticeable at broader 

levels too, as it has been shown that inefficient employee-employer reallocation 

is associated with lower economic productivity in regions (Boschma et al. 2014).  

Accordingly, while job search, wage-setting, and hiring are general processes, 

they are highly localized and shaped by local labor market contexts. This thesis 

builds on work in economic geography and evolutionary economic geography 

(EEG) on the importance of agglomeration externalities for understanding spatial 

variations in the labor market. Agglomeration is a term for the co-location of 

economic actors, such as workers, firms, and institutions. The sharing of common 

resources, the quality of labor market matching, and learning from interactions 

are widely cited as the mechanisms driving agglomeration externalities (Arrow 

1962; Duranton and Puga 2004). EEG emphasizes the interconnections among 

firms, workers, and institutions as foundational to unpacking those mechanisms 

and in shaping the local economic context (Boschma and Martin 2007). 

EEG has developed a systematic paradigm for investigating ”the processes by 

which the economic landscape…is transformed over time” (Boschma and Martin 

2007, p. 539). While other research in economic geography certainly considers 

evolutionary notions, this is central to EEG, which attributes economic change to 

the dynamics of diverse firms and actors (Metcalf et al. 2006; Boschma and 

Frenken 2009). Notably, the knowledge and skills of diverse workers are 

considered vital to developing competitive advantage, driving technological 

change, and stimulating innovation (Storper and Venables 2004), yet they are 

still often kept at a more abstract or aggregated level. Furthermore, compared to 

the influence workers have on productivity, the impact of economic change on 

individuals has been addressed much less in EEG (MacKinnon 2017). This thesis 

aligns with EEG concerning the importance of micro-dynamics for understanding 

spatial economic processes, but seeks to expand the agenda to consider the role 

of and impact on workers in different regional contexts. 

There is a push within economic geography to understand not only how regional 

economies work, but “for whom” (Clark and Bailey 2018). Depending on where 

someone lives and works, there are different opportunities for jobs and earnings 
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advancement. This spatial divergence has become particularly noticeable with the 

uneven recovery after the global recessions and downturns in the past several 

decades, and ignited interest in demand-side approaches to economic 

development. However, while policies for demand aim largely at employment 

growth, demand is tightly intertwined with a push for certain kinds of workers 

depending on the local opportunities for growth. This can place a heavy burden 

on individuals to predict what training or education will be in demand in the 

future, or to expect individuals to have the resources to invest in continuous 

education and retraining. Labor market policies that carefully integrate supply 

and demand forces are necessary for meeting the frictions arising from uneven 

labor market matching. For these reasons, analyses of matching are essential to 

an economic development that works for the labor market as a whole to reduce 

social and spatial inequality.  

1.2. Research aim and contributions 

The aim of this thesis is to analyze the regional patterns and outcomes for workers 

and firms in the labor market matching process. In particular, these outcomes 

and patterns are investigated in relation to crucial periods for workers and firms: 

for young workers in low-paid jobs, for workers displaced by firm closures, and 

for new firms competing for survival. These search and hiring processes and 

outcomes are impacted by their location within specific regional labor market 

contexts. Thus, four research questions are posed to unpack the aim:   

1. What regional labor market characteristics are associated with earnings 

growth for young workers in low-paid jobs? 

2. How are workers’ job matches impacted after being displaced by 

establishment closures across different regional labor markets? 

3. What are the patterns of worker reallocation within regional labor markets 

after establishment closures?   

4. How does the quality of worker match within the regional labor market and 

within the firm relate to new firm survival?  

The questions are empirically analyzed in four studies. The studies are based on 

a detailed database with geocoded and linked data on workers and firms in 

Sweden from 1995 to 2012. Access to this database makes it possible to study the 

micro-processes of worker and firm interactions as well as to develop aggregate 

proxies to reflect the regional labor market conditions. Overall, these questions 

combine an investigation of labor market matching as a general reallocation 

process and as a localized interaction between heterogeneous workers and firms. 

This thesis contributes to work in economic geography that aims to understand 

the factors associated with spatial variations in the labor market matching 
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process. Economic development generates different opportunities across regions, 

so it is important to understand to what degree and how these divergent 

landscapes are felt by different workers and firms. In general, economic 

geography is known to dwell on economic questions at aggregate levels – 

industry, regions, or countries – but this thesis delves into the impacts at the 

micro-level of workers and firms embedded in regions. In this way, the diversity 

of individuals and firms across different labor market settings can be taken into 

account. This is important, because differences in the background characteristics 

of workers and firms affect how they respond to general labor market processes 

and mechanisms and are associated with the heterogenous effects of spatial wage 

premiums. Additionally, this thesis explores a less common dimension of the job 

match, namely how well a worker’s skills match the rest of the skill portfolio in 

the workplace. This builds on the view of human capital as not only being specific 

to individuals, but also having an important relational component. 

1.3. Thesis outline 

Up to this point, an introduction to the main ideas and themes of the thesis has 

been made. In the next several sections, these ideas and themes are explained 

more in depth through the theories and empirical studies on which they are 

based. More specifically, the next section sets the scene for the research in 

Sweden, starting with a background on the country’s geography and labor market 

policies. Then there is a discussion on the theoretical framework used in the 

thesis. The final sections explain the research design, present summaries of the 

papers, and offer overall conclusions that can be drawn from the thesis. Lastly, 

the full texts of the empirical studies are included in the appendix. The titles of 

the empirical studies are listed below:  

Paper I: Working your way up from the bottom? Regional differences in wage 

growth among those who start in low-paid jobs  

Paper II: Re-matching after displacement: The role of coworker 

complementarities in alleviating earnings losses 

Paper III: Worker’s participation in regional economic change following 

establishment closure 

Paper IV: Coworker complementarities and new firm survival 
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2. Setting the scene 

This thesis investigates labor market processes in Sweden between 1995 and 

2012. This was a period in Sweden of both job upgrading and polarization, of 

economic crises and employment growth, and of population growth and decline. 

These opposing trends were shaped by general socioeconomic and political 

tendencies that had begun decades prior and by their uneven expressions across 

different regional labor markets.  

Sweden has a total population of 10,385,347 (as of February 2021, Statistics 

Sweden), but a large portion of the country’s land area is sparsely populated. Not 

quite half of Sweden’s population lives in one of the three largest metropolitan 

regions of Stockholm, Malmö, or Gothenburg, and many others live in smaller 

cities with a population under 200,000. These are also the regions that increased 

in population between 1990 and 2017, whereas most other regions had negative 

or near zero population growth (Sanchez Gassen and Heleniak 2019). Some of 

this trend has been strengthened by inter-regional mobility, for example by 

individuals with higher education migrating to and concentrating in urban areas 

(Eliasson and Westerlund 2018).  

Sweden, like many European countries, has for many decades experienced 

structural change, manifested as a shift from manufacturing-dominated 

industries to more service-based industries. After the Second World War, the 

Swedish economy experienced high economic growth, rising standards of living, 

more inclusive welfare, and low unemployment. However, a shift occurred in the 

1970s when Sweden’s economy was critically impacted by the oil crisis, stagflation 

in many European countries and North America, and the decline of the steel, 

shipbuilding, mining, and forestry industries (Schön 2012). Simultaneously, 

technological changes, such as in electronics, generated new jobs in expanding 

knowledge-intensive industries. These forces generated different effects across 

regions in Sweden, however, and the productivity (GDP per capita) of regions set 

off on divergent paths (Enflo et al. 2014). This divergence can also be seen in the 

disproportionate employment growth across Swedish regions since at least the 

1980s, where employment growth has largely been driven by metropolitan 

regions (Eriksson and Hane-Weijman 2017). In broad terms, manufacturing jobs 

declined all over the country, while high- and low-wage service jobs were mostly 

created in large regions. Since then, two more economic crises – one in the 1990s 

which resulted in job loss and more structural change, and one which had a 

smaller effect in 2007 – reinforced these trends and continued to reshape the 

landscape of jobs.  
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These economic trends are also associated with shifts in the wage distribution. 

Following historic low wage differences between workers with similar education 

and training, the Gini coefficient of wages increased by 9.6 percent between 1987 

and 2013 (OECD 2017). This was also reflected in a national trend of job 

polarization: an occupational structure characterized by many low- and high-

paying jobs and a small middle-income segment (Åberg 2015). However, 

Eriksson and Henning (2021) found that this polarization pattern varied when 

disaggregated across regions. Comparing 72 regions in Sweden, they found that 

regions in general have been upgrading to higher-paying jobs. Yet, there are 

important exceptions, in that inequality increased most notably in metropolitan 

areas and in municipalities dominated by manufacturing- and production-based 

industries.  

The job structure and wages have also been affected by institutional labor market 

policies. Post-WWII labor market policies dampened earnings inequalities, as did 

strong labor union involvement. Hibbs and Locking (2000) associated three 

phases of institutional wage bargaining in Sweden with shifts in the wage 

structure. The first phase most closely followed the principle “equal pay for equal 

work” in the 1950s and 1960s, and this compressed wages between 

establishments and industries. The second phase they described as “equal pay for 

all work,” where wages compressed within plants and industries. However, 

starting notably in the early 1980s among some large firms, central bargaining 

began to fragment and wage bargaining became more decentralized to the 

individual and firm levels (Edin and Holmlund 1995; Skans et al. 2009). The 

more individualized bargaining spread throughout the years, and the trend can 

be seen in growing wage gaps between workers with similar education and jobs 

(Gustavsson 2006; Lindley and McIntosh 2015). It can also be seen in growing 

variations in how firms set wages (Edin and Holmlund 1995; Skans et al. 2009).  

The Swedish welfare system still plays an important role in providing various 

forms of support that can play an important role in the decisions individuals make 

about work and their ability to recover from unemployment and job loss. Benefits 

such as parental leave, sick leave, and unemployment insurance are some of the 

main economic benefits. Benefits such as unemployment insurance are funded 

both publicly and through unions. In order to receive unemployment benefits, 

individuals need to have worked for at least six months prior and fulfill other 

criteria, but those who qualify can receive unemployment benefits for 300-450 

days. However, while unemployed, they need to be actively searching for a job, be 

open to labor market training programs, and possibly widen their job search to 

the entire country. For those who fulfill the criteria to receive unemployment 

benefits, the benefits can lower their incentives to take any job and lengthen the 

search time to find a well-matched job instead.  
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These safety nets are particularly relevant for workers who are affected by job 

loss. In Sweden, of all the workers who ended an employment in the early 2000s, 

five to seven percent of cases were due to redundancies caused by plant or firm 

closures (Andersson and Tegsjö 2006). Sweden has some of the strictest 

employment protection regulations among the OECD countries, which includes 

its last-in-first-out policy. This policy means that if a firm needs to downsize, then 

the last-hired employee is let go. Meanwhile, in comparison to other EU-15 

countries, Sweden's survival rate for new firms is the highest. This might be due 

to the fact that fewer companies are started and that those that do form are 

relatively well-planned (Andersson 2006).  

All in all, these trends are not all specific to the Swedish context. In fact, economic 

crises and structural changes are common globally, even though they impact 

countries differently. The growing inequality since around the 1980s is a trend 

noticed in many other places. Furthermore, the variability in population density 

and uneven economic growth is a question facing many other countries, 

particularly how to keep non-urban areas economically dynamic. Lastly, 

Sweden’s move toward privatization and fewer regulations on wage bargaining 

have brought it closer to other institutional contexts that have not had the same 

historic wage policies. Thus, the discussion in this thesis is applicable to other 

contexts, with the caveat that while some aggregate trends are experienced in 

many places, their impacts are context specific.  
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3. Theoretical research context 

How can we understand the process of matching skill demand and supply on the 

labor market more generally and why it varies spatially even within similar 

institutional contexts? This chapter introduces three related strands of literature 

on human capital and labor market matching that inform the empirical studies in 

the thesis. At the core of these three intersecting theoretical traditions is an 

attempt to understand the interplay between heterogenous workers and 

employers in labor markets and firm performance. 

The next section introduces theoretical and empirical research from economic 

geography, in particular the evolutionary approach (EEG), to discuss the 

foundations of spatial economic differences. Following this, the important role of 

human capital in providing opportunities and challenges for workers in finding 

and changing jobs is discussed. Research from labor economics and sociology is 

also drawn upon here to further explain how workers navigate the labor market. 

The last strand of literature emphasizes the relational aspect of human capital, as 

in how the application of human capital is not only personal and dependent on 

each individual’s job, but also how it depends on the workers’ specific workplace 

context. Because most work today is distributed across multiple employees, 

coordination and interconnection among workers are central to how human 

capital is used. The three themes are briefly summarized at the end of the chapter. 

3.1. Regional labor market dynamics 

As mentioned in the introduction, economic geography in general, and EEG in 

particular, provide the theoretical framework in this thesis for thinking about why 

labor market outcomes vary spatially and the mechanisms behind those 

differences. One of the classic inquiries in economic geography involves 

examining the spatial distribution of economic activities. EEG seeks to explain 

the spatial evolution of those economic activities, as it is thought that in order to 

understand why a certain pattern exists today, we must understand how it came 

to be that way (Boschma and Frenken 2011).  

In EEG, firms have been considered the building blocks of economic activities, as 

this tends to be the unit at which decisions are made, innovations are actualized, 

and work is maintained (Nelson and Winter 1982; Teece et al. 1997; Boschma and 

Frenken 2009). Firms have different competitive advantages based on their 

developed routines; the term “routines” describes the combined knowledge in the 

firm that doesn’t rely on specific individuals, but refers to organizational learning 

processes, decision-making practices, and rules of thumb (Nelson and Winter 

1982; Boschma and Martin 2010). As firms experiment and innovate, market-
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based selection processes lead to some firms succeeding and others failing. These 

processes of entry, growth, and decline of firms generate a constant flux in the 

economy, as well as different distributional patterns of firms across regions 

(Boschma and Frenken 2011).  

The evolution of firms along with their technologies and routines can occur over 

several years or decades, however, the impacts those changes have on individual 

workers are more immediate. Workers move between different firms and jobs: 

sometimes for voluntary reasons and other times because they are forced to 

search for employment after a downsizing or closure (MacKinnon 2017). This 

discontinuity in timing between stages of growth for firms and how workers 

experience them is one reason why it is important for studies in EEG to consider 

the impact of economic change from both perspectives. However, much of the 

research has used labor as an input in economic development, even though there 

is a growing interest in seeing how the local economic context impacts or is co-

created with workers (see, e.g., Eriksson et al. 2016; Neffke et al. 2018; Hane-

Weijman et al. 2018; MacKinnon 2017).  

Crucially, the interactions among and between workers and firms occur mostly 

locally, even though economic activities are embedded in inter-regional and 

international dynamics (Martin and Sunley 2015). Local interactions are not only 

practical due to the closer physical proximity between firms, workers and 

institutions, but they also give rise to agglomeration externalities. The benefits 

that arise from the spatial co-location of economic actors is often referred to as 

agglomeration externalities. These phenomena are reflective of a general 

tendency: as the scale of an activity increases, its efficiency goes up. Labor 

markets play an important role in agglomeration externalities. As Marshall noted 

already in 1890: 

“Employers are apt to resort to any place where they are 

likely to find a good choice of workers with the special 

skill which they require; while men seeking employment 

naturally go to places where there are many employers 

who need such skill as theirs and where therefore it is 

likely to find a good market.” (Marshall, 1890, IV.X.9). 

This quote is a simplification, but highlights the close interconnection between 

workers and firms in geographic proximity. Firms are drawn to areas where they 

are near relevant skills, and workers are drawn to regions with plentiful relevant 

jobs that match their skills. Besides the benefit from increased matching 

efficiency, agglomeration economies are also theorized to increase the potential 

for learning across firms and for sharing common goods (Arrow 1962; Duranton 
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and Puga 2004).1 The learning effect refers to the increase in skills, innovation, 

and productivity from interactions in labor markets (Moretti 2004; Glaeser and 

Resseger 2010). For individuals, this could lead to a higher rate of skill 

accumulation by learning from others and deepening existing knowledge in 

specific areas (Glaeser and Maré 2001; Yankow 2006; Roca and Puga 2017). 

Accordingly, labor markets tend to largely be limited to a geographic area where 

face-to-face social interactions take place, and where both workers and firms 

derive benefits from more efficient matching, learning, and sharing.  

The pull to co-locate is even stronger for firms that share similar technologies, 

knowledge, and skills, since they have access to a larger labor pool (broadly 

referred to as a collective labor supply) and greater possibilities for knowledge 

and resource sharing. There has been a rich debate in economic geography on 

what type of co-location is beneficial, stemming from whether benefits arise from 

many workers and firms co-locating within the same industries, between 

different industries, or whether the benefits arise from the sheer size and density 

of all economic activities (see, e.g., Frenken et al. 2007; Beaudry and 

Schiffauerova 2009; Melo et al. 2009). However, much of the discussion in 

economic geography has focused on which type of region is better for regional 

economic development, such as whether specialization, diversity, or region size 

stimulates employment growth, productivity growth, or diversification; yet the 

results have been inconclusive (see, e.g., De Groot et al. 2016 for a review). 

Meanwhile, what is interesting for this thesis is that the composition of economic 

activities in regions also impacts the efficiency of employee-employer matching.  

A region with specialized industries is thought to benefit workers and firms 

because the supply and demand for similar types of skills are theoretically larger. 

One downside, however, for a region with specialized industries is that an 

industry-specific shock leading to downsizing and firm closures could make it 

difficult for workers to find employment in other industries, as their skills could 

be specialized and difficult to transfer, leading to higher unemployment and 

outward migration (Attaran 1986). Meanwhile, a region with more diverse 

industries has the potential to adapt to both short- and long-term shocks, 

downturns, and changes due to the cyclical nature of industrial lifecycles, because 

in this case regional employment does not solely depend on only a few big 

industries (Attaran 1986; Haug 2004). Another reason why workers and firms 

might instead benefit from a diverse set of industries is that it provides an 

                                                             
1 Input-output linkages are a major reason for firm and industry clustering and should not be 
understated (see, e.g., Ellison et al. 2010), but the focus of this thesis is on worker-firm interactions 
and as such the benefit from proximity to suppliers, partners, and customers is not expounded upon 
further.  
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environment for new ideas and innovation to spill over between people with a 

variety of experiences and specializations (Jacobs 1969).  

A large region could theoretically have both specialized and diverse industries due 

to its sheer size. Empirical evidence suggests it is easier for firms to coordinate 

specialists in larger regions (Becker and Murphy 1992; Duranton and Jayet 2011), 

as there are more combinatorial possibilities for employees to match with 

employers (Becker and Murphy 1992; Combes et al. 2010; Neffke 2019). 

Individuals are also able to specialize to a greater extent, because tasks can be 

divided between more workers. As Lazear (2009) put it, what may seem like 

specialized skills in smaller economies become more general in larger ones, as 

more firms can utilize the specialized skills. In France, scarce occupations are 

more commonly found in larger cities, suggesting the division of labor is finer in 

denser places (Duranton and Jayet 2011). Furthermore, using detailed 

information on the tasks performed in occupations, Kok (2014) found that, in the 

Netherlands, workers perform fewer subtasks in larger cities. Moreover, both the 

level of skill and the diversity of skills in the local labor market impact the 

composition of skills within firms, where larger regions allow for a greater 

division of labor in firms compared to smaller regions (Tian 2018). Theoretical 

models have shown the intuitiveness of better worker-firm matching by 

explaining that as the size of the economy increases, so does the pool of potential 

employers and employees; this makes it easier to match workers’ skills to firms’ 

needs (Helsley and Strange 1990; Duranton and Puga 2004). Yet some empirical 

studies have suggested that matching efficiency is lower in larger regions due to 

the large degree of heterogeneity among workers and firms, which could make it 

more difficult to find the right matches among a sea of options. In this way, 

smaller regions can be at an advantage, because they tend to be more 

homogenous in their supply and demand (Karlson and Skånberg 2012).  

Finer divisions of labor create greater specialization, yet workers still transfer 

between different industries and economic activities, and seemingly different 

firms can still share similarities in routines and technologies. Researchers have 

sought to find complementarities between economic activities by finding 

different ways of identifying related activities. Relatedness refers to how “two 

activities, such as products, industries, or research areas are related when they 

require similar knowledge or inputs” (Hidalgo et al. 2017, p.452). Thus, by 

measuring labor flows, co-occurrences, or combinations of specialization and 

diversity (related variety), studies have found new ways of identifying labor pools 

and related jobs (Frenken et al. 2007; Neffke and Henning 2013). Applied to the 

labor market, regions with a larger labor pool sharing related competencies have 

been shown to aid workers in job and wage mobility, as there is a larger set of 

relevant jobs to choose from (Eriksson et al. 2018; Neffke et al. 2018). Local 

relatedness has also been shown to aid in re-employment for unemployed 



 

12 
 

individuals compared to regions with unrelated, diverse activities (Diodato and 

Weterings 2015). 

Much of the discussion on regional composition of economic activities has 

focused on industries. Industries provide a way of grouping activities that rely on 

similar technologies and routines. Yet the same industry in different regions can 

involve different qualitative characteristics of knowledge, because firms 

specialize, leading to a diverse set of firms, skills, and knowledge within industries 

(Mellander 2009; Markusen and Nicodemus 2013). Thus, empirical research 

with access to detailed data has been able to model the composition of skills in 

industries and regions, such as by using information on their education or 

occupation (see, e.g., Wixe and Andersson 2017; Hane-Weijman et al. 2018). This 

has been important, as the different dimensions of collective industry experience, 

occupation, and education in local labor markets can inform the different ways in 

which we understand how workers with different human capital navigate those 

labor markets in times of success and crisis, as well as why new firms choose to 

locate in certain places.  

In summary, the interactions among workers and firms in local labor market 

regions generate externalities that affect how well labor supply and demand meet. 

Two important labor market characteristics were discussed that influence the 

local efficiency of matching employees and employers: 1) the qualitative 

composition of economic activities and actors and 2) the sheer size of the local 

labor market. While this section discussed the combined set of firms, skills, and 

knowledge in a regional labor market as structural characteristics of local labor 

markets – as a labor pool for firms and as a set of potential job opportunities for 

workers – the next section delves into the worker perspective on the complexities 

of finding and switching jobs. It builds on the aim of EEG to understand the 

evolution of economic activities and the centrality of human capital. Therefore, 

the next section looks at the development of individuals’ job trajectories with a 

special focus on human capital. 

3.2. Individual human capital and job mobility 

Individuals’ skills and knowledge are important influences in finding 

employment, in entering a given occupation or firm, and in wage levels and rates 

of advancement (Card et al. 2013; Combes et al. 2008). Human capital is a term 

grounded in sociology and economics that captures the assortment of knowledge, 

skills and abilities an individual possesses (Becker 1964; Mincer 1974). It is meant 

to capture what people know, and how this know-how is leveraged on the job. 

Human capital has long been used to measure employees’ economic value, in that 

it is assumed to increase employees’ productivity and the productivity of all 

factors of production in an organization (Mincer 1974; Lucas 1988). In human 
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capital theory (Becker 1964; Mincer 1974), this increased productivity tends to 

translate into higher wages. Wage growth and stable employment are positively 

correlated with more schooling and work experience (Rubinstein and Weiss 

2006; Goldin and Katz 2009), and workers with a higher education are more 

likely to work in occupations that offer higher pay and to receive more non-

pecuniary benefits at work (Oreopoulos and  Salvanes 2011).  

Human capital comes from multiple sources, including formal and informal 

pathways. Skills can be thought of as the part of human capital individuals 

develop through intentional practice, such as through education, on-the-job 

training, and experience (Nedelkoska and Neffke 2019). Meanwhile, knowledge 

is the “framework” used to process and understand information (Howells 2012 p. 

1003). Ability is also a part of human capital; it describes characteristics inherent 

to individuals that influence their performance, such as motivation and ambition, 

but this part of human capital is not explored as much in this thesis. Acquiring 

human capital by learning new skills and developing knowledge is a process that 

requires time and interaction with new ideas, people, and technologies to 

develop, as mentioned in the previous section.   

Human capital can be specific to occupations (Gathmann and Schönberg 2010), 

industries (Neal 1995), firms (Becker 1964, Lazear 2009; Neffke 2019) and places 

(Fischer et al. 1998). This is because workers develop skills and knowledge 

specific to the tasks, technologies, and routines of their jobs. Of course, in order 

to be used, human capital needs to be met with demand. So while individuals 

develop a multitude of skills and knowledge in different settings, employers have 

different demands for skills. Human capital (mis)match describes how well a 

worker’s human capital aligns with the requirements of the employer. Mismatch 

can be horizontal, such as a mismatch in the type of skills, or vertical, such as 

whether an individual has more or less qualifications in relation to the job (see, 

e.g., Nedelkoska and Neffke 2019). In the long term, the longer someone has been 

on the labor market, the better the job match (Topel and Ward 1992). Mismatches 

have real consequences in terms of lower wages and lower well-being on the job 

(see, e.g., Mavromaras et al. 2013). Mismatches are not only correlated with lower 

wages, but also work dissatisfaction and decreased well-being (Kalleberg 2008). 

Furthermore, the employer incurs higher costs when hiring mismatched workers, 

as their productivity may be lower. This is why, as mentioned in the previous 

chapter, the composition of industries and occupations is so important to 

matching. The composition of employers in a region impacts the set of probable 

job opportunities for workers, because not all jobs in a region are a good match.  

The local labor market also impacts wages and possibilities for upward career 

mobility. Studies from many countries have documented a wage premium for 

workers in larger cities and regions, which tends to be attributed to more efficient 
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matching and faster learning in agglomerations (Glaeser 1999; Duranton and 

Puga 2004; Wheeler 2006). However, workers with more education tend to 

benefit more from larger labor markets (Glaeser and Mare 2001; Roca and Puga 

2017), implying a bias in the types of skills and activities that benefit most from 

agglomerations. There are indications, however, that regions with higher 

concentrations of more educated workers are also associated with a larger wage 

gap between workers (see, e.g., Perez-Silva and Partridge 2020). Baum-Snow and 

Pavan (2013) found that rising inequality in the United States was largely driven 

by the uneven composition of skills and industries across regions, where larger 

places tended to have many jobs at both the lower and upper end of the wage 

spectrum. It was also found in Great Britain that the upper end of the wage 

distribution is driving inequality in larger cities (Lee et al. 2016). Because high-

wage jobs are those that benefit most from agglomerations, this generates the 

within-region divergence.  

While finding a job that matches a worker’s skills and knowledge is an influential 

factor in wage-setting, workers’ job matches and wages are also affected by social 

and political views; this means there is an interplay between the demand for skills 

and the social evaluation of them (Walker and Storper 1989). Thus, despite 

workers having similar educational backgrounds, individual characteristics can 

lead to different results. For example, while labor force participation and 

educational investment are similar among men and women, gender wage gaps 

are still persistent in Sweden and throughout the OECD (see, e.g., Magnusson 

2010;  Perales  2013). One reason for this is that, even among highly educated 

workers, men and women end up in different types of jobs. For instance, Boye 

and Grönlund (2018) found that men enter, early in their careers, more complex 

jobs that offer in-house learning and advancement, compared to observationally 

similar women. Besides gender wage gaps, immigrants’ human capital tends to 

also be valued differently. For some, their training and education are not 

recognized, while others may face discrimination on the labor market (Borjas 

1995; Dustmann et al. 2010). 

The delicate balance involved in matching human capital with the job is one 

reason why there are many long-term employment relationships. Changing 

occupations, industries, firms, or regions can be costly, because the previously 

developed human capital may no longer be relevant and/or new skills may need 

to be learned (see De Grip and Van Loo 2002 for review). Transitions between 

occupations, industries, and employers decline rapidly with accumulated labor 

market experience and tenure (Altonji and Williams 1998; Rubinstein and Weiss 

2006). Workers invest time and learning on the job, so they tend to switch jobs 

only when there is a benefit in doing so. This is often seen in the trend that wages 

increase not only with tenure, but also with job switching (Topel and Ward 1992). 

However, job changes are more common at the beginning of an individual’s 
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career (Topel and Ward 1992; Yankow 2006), in particular for workers with less 

education (Rubinstein and Weiss 2006).  

However, involuntary job mobility tends to be costly, such as mobility due to 

workplace closures or downsizing, in part because workers can quickly lose 

specific human capital in the process. The vast and established literature on 

worker displacement has empirically documented that workers made redundant 

by plant downsizing and exits experience long-term losses in both earnings and 

employment (Gripaios and Gripaios, 1994; Tomaney et al., 1999; Jacobson et al., 

1993; Ohlsson and Storrie, 2012). Even though most workers affected by 

closedowns or major layoffs find new employment shortly after leaving the 

contracting firm, some transfer to poorly matched or lower-wage occupations 

(Bailey et al. 2012; Eriksson et al. 2018). Other workers do not regain 

employment, but remain out of the labor force in the long term (Huttunen et al. 

2011). The loss in earnings is persistent multiple years after job separation (in the 

US: Couch and Placzek 2010), and Eliason and Storrie (2006) found that, among 

displaced workers in Sweden, earnings losses were still evident twelve years after 

closure. Furthermore, workers with higher education tend to have greater 

chances of finding new employment, which can be attributed to more general 

human capital being acquired from formal training (Fallick 1996; Wooden 1988; 

Tomaney et al. 1999).  

Job mobility is sometimes, but not often, accompanied by moving home and 

family to a different city or region. Still, people tend to be place bound – “sticky” 

– even given the ways in which globalization and communication technology have 

changed work (Castree et al. 2004). Fischer et al. (1998) argued that people 

develop human capital tied to locations, such that the time spent in a location 

leads to place-specific insider advantages. Castree et al. (2004) listed some of the 

factors responsible for this, such as that workplaces are place bound and 

employees tend to live within commuting distance; physical proximity is 

important for social life, like being near friends, family, sports clubs, religious 

services, and more; institutions including labor unions and labor market policies 

are expressed on the local scale; as well as because people develop place 

attachment. This is not to say that people do not have multiple “locals,” but rather 

that switching jobs across a great distance has many non-pecuniary costs, thus 

rendering many labor markets local. Fischer and Malmberg (2001) showed that 

this is also tied to work and family, and that there is a propensity to continue 

staying in a region as time goes on. 

3.3. Development of relational human capital 

Most workers join an existing culture, team, and organization in which tasks and 

projects are coordinated. In this way, the extent to which workers are able to 
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apply their skills and knowledge also depends on the human capital of their 

coworkers. It is not just the skills of individual employees that determine how 

well the job fits, but also how they are incorporated into the workplace. The 

interaction between coworkers is thus a vital component of a job, and thus having 

coworkers who complement each other in relation to skills and who can 

communicate with one another is important from an individual and employer 

standpoint (Boschma et al. 2009; Östbring et al. 2018).  

To better understand this, it is helpful to know more about how human capital is 

used in an organizational setting. For instance, because knowledge is embodied 

in individuals, it cannot always easily be shared and transferred. Polanyi (1962) 

described learning as existing on a continuum from explicit to tacit. On the one 

end is explicit: through codified blueprints, manual, rules, and processes. A 

codified task can be done by following instructions, for instance. However, there 

are many other learned processes that can’t easily be imitated. Thus, on the other 

end is tacit and direct experience, which is highly context dependent. In an 

organizational setting, tacit knowledge largely comes from “doing” and is 

communicated through multidimensional means, such as verbally, physically, 

and (non-)intentionally (Storper and Venables 2004). An example of tacit 

knowledge is a sales team knowing how to identify the right time to present a sales 

pitch to a customer and how to personalize the sales content. The tacitness of 

human capital is one explanation for why time and face-to-face social interaction 

are often required in an organizational context (Nelson and Winter 1982; Gertler 

2003), and why they are foundational to agglomeration economies.  

Like the human capital (mis)match discussed previously, in the organizational 

setting, workers also need to match to one another, not just to the job. 

Consequently, frictions can arise when combining workers with different and 

diverse human capital. Possible costs are knowledge and skill overlap when 

workers are too similar to one another, or lack of understanding and 

collaboration when workers are too different to be able to communicate 

effectively (Dibiaggio et al. 2014; Lazaer 1999). A rich body of literature 

examining the impact of knowledge composition on plant performance has found 

that a minimum level of knowledge cohesion is required for knowledge to be 

communicated and understood by co-workers, while some diversity is beneficial 

in order to stimulate new ideas and innovation (Östbring et al. 2018; Dibiaggio et 

al. 2014). Boschma et al. (2009) showed that, regarding firm productivity, it is 

not necessarily the quantity of human capital in firms, but rather how 

heterogeneous skills are combined that matters. Meanwhile, this has also been 

shown to benefit individuals, as Neffke (2019) showed that working with others 

who have complementary skills is associated with higher wages.  
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From an evolutionary economic geographic perspective, the collective 

competence within an organization also affects firms by influencing their 

innovation, growth, and diversification strategies (Metcalfe 1994; Teece 2003; 

Neffke and Henning 2013). In this vein, it is both the combination and the 

recombination of workers with complementary skills and knowledge that is 

argued to lead to productivity and innovation (Bathelt and Boggs 2003; Boschma 

and Martin 2010). As Östbring and Lindgren wrote: 

“By bringing new skills and knowledge to a plant, the 

individual potentially contributes to the generation of 

new combinations of existing knowledge as well as the 

creation of entirely new knowledge.” (Östbring and 

Lindgren 2013, p. 290) 

This perspective on the firm is also very much in line with Penrose’s (1959) theory 

of the firm, which defines firms as an assortment of resources whose composition 

conditions growth. A key resource, in turn, is the human capital of employees. In 

EEG, the combination of workers in a firm has been described using levels of 

workers with higher education; proximities of coworkers in terms of geographic, 

cognitive, organizational, institutional, and social dimensions (Boschma 2005; 

Östbring et al. 2018); and the types labor flows between firms (Boschma 2005; 

Boschma et al. 2009; Östbring et al. 2018).  

Knowledge recombination and exchange rely on labor mobility between firms 

owing to the tacit nature of knowledge (Gertler 2003). For this reason, inter-firm 

labor mobility is an important mechanism for learning and employee-employer 

matching (Saxenian 1996; Boschma et al. 2014). When workers switch firms, they 

bring with them their human capital and the knowledge developed at their 

previous firm, which can lead to knowledge diffusion in new workplaces. Labor 

mobility between firms is considered highly important for creating synergies 

among firms in a region (Eriksson 2011). There can also be downsides to high 

labor mobility, for example if it reflects a high level of labor poaching or acts as a 

signal for a precarious labor market with considerable turnover, which could 

disincentivize firms to hire if they are concerned about losing workers (Combes 

and Duranton 2006; Fallick et al. 2006). In general, labor mobility occurs more 

frequently in denser areas (Andersson and Thulin 2013; Eriksson et al. 2008). 

Labor mobility and the density of coworker networks have been shown to 

translate into productivity benefits at the regional level (Eriksson and Lyengel 

2019).  

This once again highlights the importance of the local labor pool for hiring, which 

influences firms’ access to skills (Boschma et al. 2014). Regional characteristics, 

such as size, diversity, and specialization, impact the local environment for firms, 
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however their impacts are varied (see, e.g., Van Oort et al. 2012). One reason for 

this is that regional externalities vary depending on the age and stage of 

development of firms (Audretsch and Fritsch 2002). New firms are more likely to 

locate and benefit from interactions in large regions with diverse activities, 

whereas older firms benefit from continuing in specialized regions where they can 

draw upon specialized competencies and share other resources (Duranton and 

Puga 2001). On the other hand, locating near similar or related firms can decrease 

the communication costs and increase learning between firms, which is why some 

argue that new firms benefit from being near complementary firms (Porter 

2000). Given that it takes time to build trust and relationships between economic 

actors, sharing similar activities can influence the speed at which firms become 

embedded in regional networks (Saxenian 1996; Storper 1997). Yet more 

specialized regions may also signal higher levels of competition, which could 

correspond with higher exit rates. Clearly, the relationships are 

multidimensional, and more research is needed to better understand the 

relationship between firm evolution and how firms are affected by the regional 

environment.  

This relational aspect of human capital has not yet been studied. Still, workers 

benefit from working with complementary coworkers (Neffke 2019), and the 

idiosyncratic collection of workers in a firm contributes to learning and 

productivity in firms (Boschma et al. 2009). Considering that there is a large 

degree of heterogeneity among workers, the contribution of the whole spectrum 

of skills workers have to offer has been overshadowed by the contributions of the 

highly educated. However, there is a growing interest among economic 

geographers in exploring the multifaceted role of workers in economic change, 

because there are necessary complementarities between different types of 

workers (Eriksson 2011; MacKinnon 2017; Pike et al. 2017).  

3.4. Summary 

The three strands of research discussed in this chapter are brought together in 

this thesis: the spatial differentiation of economic activity, the role of human 

capital in labor market processes, and the relational nature of human capital. The 

thesis builds on the view that the relation between workers and firms is reciprocal 

in nature, which can create both benefits and frictions for both. To understand 

the associations, the analyses in this thesis are all situated within the context of 

change, where economic change is seen as a constant process of growth and 

decline, of entry and exit. While from the perspective of regional economic change 

this is a natural process in market-driven economies, the effects on workers and 

firms range from beneficial to disastrous. In this thesis, the short-term changes 

in workers’ careers and firms’ performance are thus analyzed.  
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The studies in this thesis contribute to the literature on the heterogenous effects 

of spatial wage premiums. As discussed in this chapter, human capital is a strong 

mediating factor in determining who derives benefits and where, which is driven 

both by geographic variations in demand and by the complex associations 

between matching efficiency and quality and structural labor market 

characteristics such as size, specialization, and diversity. Furthermore, this thesis 

highlights one particular dimension of matching that has been less explored at 

the micro-level, namely, the relational nature of human capital that is associated 

with how a worker’s skills are utilized and valued in specific workplaces. In this 

chapter, it was discussed how the applicability of a worker’s skills in relation to 

the portfolio of other workers’ skills within workplaces has been shown to have 

effects for both individuals and firms. The studies in this thesis analyze this in 

relation to both individuals’ earnings and firms’ likelihood of survival.  
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4. Research design 

In this thesis, the labor market matching process is investigated as an interplay 

between general mechanisms of labor reallocation and their specific spatial and 

temporal contexts. This is in line with the view that economic geography is a 

science that generates knowledge through contextual analysis (Hägerstrand 1974; 

Asheim 2020).  For this thesis, while workers and firms are the objects of analysis 

in relation to job mobility, hiring, and wage-setting, they are considered 

inseparable from the place and time in which they are situated (Sayer 1992). This 

is because no one is on a singular and independent labor market journey, but 

instead all of us are embedded in a multi-level constellation of interactions that 

co-create our specific contexts (Massey 2005; Boschma and Frenken 2011). This 

is in line with EEG, as Martin and Sunley wrote, “local and regional economies 

are complex, multilayered systems, both connected  to  and  in  part  also  

constitutive  of  their (competitive) environments, and that to understand fully 

their evolutionary development over time requires analysis  of  their  multi-scalar  

and  interdependent character” (2015, p.721). 

Meanwhile, there are many ways of translating this context-driven approach into 

analysis (Asheim 2020). For this thesis, integrating data on the heterogeneity of 

workers and firms into the analyses is central, because the complexity this 

heterogeneity creates is a central reason for frictions in labor market matching, 

as discussed earlier.  This requires highly detailed and large-scale data. For this 

reason, the four studies in this thesis use population-based administrative 

register data from Sweden. First, by including a range of background 

characteristics for individuals, such as age, sex, skills, and labor market 

experience to name a few, the analyses can account for varied backgrounds. 

Second, on the firm side, characteristics such as age, size, and industry affiliation 

are important for studying wage-setting and hiring. Lastly, characteristics of 

workers and firms are aggregated to industry and region levels to capture their 

broader contextual embeddedness in agglomeration economies.  

Because data on multiple factors from many workers and firms are included in 

the analyses, they are modelled using statistical methods. This means that even 

though the models are estimated based on individual- and firm-level data, the 

results still reflect averages for the groups. The analyses estimate the probability 

that a given factor is associated with the outcome for a particular type of person 

or firm, and in this way, generalize to a probability based on the combined data 

of many. In this way, the research navigates a “twilight zone” in which the 

variegated paths of diverse individuals and firms are of interest, but where 

analyzing them on a large scale moves the research toward aggregate phenomena 

(Hägerstrand 1970). 
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Another aspect that is central to the thesis is analyzing a process, which entails 

utilizing the longitudinal nature of the data. The studies all investigate an aspect 

of the matching process over time by observing the characteristics of workers and 

firms over several years. For example, the choices individuals have made in 

relation to jobs and employment are nestled within life course events, such as 

education, having children, and retiring. Connecting employment trajectories to 

biographical time can provide a fuller understanding of individuals’ labor market 

experiences. One way of doing this is by splitting wage and employment data up 

by cohort or subgroup to isolate factors that vary by time or group (Rubinstein 

and Weiss 2006). The studies in this thesis thus examine particular groups of 

workers who are at critical periods in their careers: young workers in low-paid 

jobs and workers displaced by firm closures. This is because the present interest 

is not only in describing the distribution of characteristics, but also in generating 

knowledge on how the effects of workplace closure and low-paid work vary for 

different workers.2  Furthermore, the last paper investigates matching through 

the process of hiring a variety of workers for new firms. This choice was made for 

a similar reason, because firms’ needs for labor vary across stages of development 

and size (see, e.g., Koch et al. 2013; Dahl et al. 2015).   

While the context is considered important for shaping the effects of labor market 

processes, only a limited set of factors can reasonably be examined in the thesis. 

There are many complex factors associated with wage differentials, hiring, and 

job search. To name a few factors, the embeddedness of individuals in social 

networks in the region, the local tendencies toward discrimination, and the 

personal preferences of individual employees and employers may be important 

influences. Measuring some of these would require data from surveys, interviews, 

or other methodological choices. Furthermore, institutional policies such as 

national employment regulations, union activity, and active labor market policies 

are not studied here. Instead, this thesis focuses on the magnitude of differences 

in relation to the labor market context and the socioeconomic backgrounds of 

individuals and firms. Furthermore, an alternative to the micro-level approach 

would be to look at aggregate levels of labor reallocation and wage inequality at 

the industry or region levels. Aggregated studies are very useful in understanding 

overall trends and in identifying areas of potential inequalities. However, they are 

limited in their ability to investigate patterns for different groups and to take the 

diverse backgrounds of workers and firms into consideration, and even more 

limited in relation to incorporating interactions with firms and places.  

A succinct summary of the papers in the thesis, their levels, outcome variables, 

and research questions is provided in Table 1. Longer summaries of the papers 

are found in Chapter 6. The following subsections go into more depth on some of 

                                                             
2 For a review on treatment effect heterogeneity, see Xie et al. (2012).  
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the important practical details regarding the empirical research choices: 1) a 

summary of the data, 2) the choice of geographic units, 3) an overview of the main 

analytic tools, and 4) ethical considerations throughout the research process. The 

implications of these choices are discussed in each respective subsection. 

 

Table 1: Overview of the papers in the thesis 

Paper Title Level Outcome 
variable 

1 Working your way up from the 
bottom? Regional differences in 
wage growth among those who start 
in low-paid jobs 

Individual Earnings 

2 Re-matching after displacement: The 
role of coworker complementarities 
in alleviating earnings losses 

Individual Earnings and 
match quality 

3 Workers' Participation in Regional 
Economic Change Following 
Establishment Closure 

Individual Re-
employment 

4 Coworker complementarities and 
new firm survival 

Firm Survival rate 

 

4.1. Data 

The data utilized in all four empirical papers came from the ASTRID database 

maintained at the Department of Geography, Umeå University. This database 

contains information from several administrative population-based registers 

managed by Statistics Sweden (SCB). It includes rich and detailed information 

across individuals and employers that can be linked due to unique and 

anonymized IDs assigned to each of them. The data in ASTRID are also geocoded, 

which allows for detailed spatial analyses.  

The empirical studies in this thesis are between 1995 to 2012. Each study’s exact 

time span varies depending on the specific study aim. The data are provided on 

an annual basis, and most of the variables related to employment are registered 

in the month of November. One exception is education, where the highest level of 

education completed refers to the spring school term. While studies on 

employment outcomes and earnings would benefit from including data on hours 

worked and whether an individual holds multiple jobs, this information is not 

included in ASTRID. In cases where an individual had more than one workplace, 
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SCB reported the workplace that provided the highest income. Therefore, 

individuals’ full- or part-time status was estimated by considering other events, 

such as whether they collected education loans or received unemployment or 

parental benefits. A result of creating earnings and benefits thresholds for the 

various papers is that the samples of workers in the studies may be biased toward 

workers with greater attachment to the labor market, thereby missing workers 

who were in particularly low-wage work or who combined several jobs to make a 

livable income. 

Moreover, employers can be identified at the establishment and firm levels. The 

establishment (which can also be referred to as the workplace or plant) is the 

physical space of work. An establishment can be, for example, a manufacturing 

plant, a restaurant, or an office space. The firm is the organizational entity that 

owns the establishment. An active firm has at least one establishment under its 

ownership. Each individual is only connected to one workplace.  

Register data make it possible to follow individuals over time and to generate 

aggregated statistics from individuals to, for example, the firm and region levels. 

Working with register data also provides the opportunity to design studies that 

test or control for many well-known factors that affect employment, mobility, and 

wages, such as factors mentioned in the literature review related to human 

capital, life course events, employer profiles, and regional characteristics. 

Furthermore, analyses can explicitly compare the levels and trajectories of 

individuals or firms across all regions in Sweden, or control for differences in 

region-specific characteristics. Comparing all or even multiple regions would be 

difficult to accomplish on a large scale if study-specific data were to be collected 

using surveys or interviews, and it would also make it more difficult to generalize 

the findings.  

Meanwhile, the studies are bounded by what could be observed about the 

individuals – their socioeconomic characteristics such as earnings, education, 

occupation, and workplaces – from year to year. With this observational data, we 

cannot draw conclusions about individuals’ motives, reasoning, or attitudes that 

instigate an education choice, a job change or a labor market outcome. We know 

from our own experiences and many empirical studies that individuals’ locational 

and vocational choices are made with regard to a variety of factors, such as family, 

lifestyle, and quality of life (see, e.g., Lundholm et al. 2004; Mulder et al. 2020). 

Lastly, these data cannot tell us about how employment and earnings are being 

affected by unusual work contracts, such as employment in the gig economy. Nor 

do the data include the work of those who are in particularly precarious 

employment positions, such as workers whose income is not reported to tax 

authorities.  
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4.2. Methods 

Analyzing the employment histories of thousands or millions of individuals and 

firms requires methods that can computationally handle all of the complexity. 

Linear and non-linear regression are applied in every study in the thesis, as this 

provides a method for considering multiple factors jointly. The regressions 

measure the association between factors of interest and an outcome of interest. 

Nevertheless, the specific research design choices differ across the studies and 

were made based on the research questions and the idiosyncrasies of the data in 

relation to the study-specific questions. Given that the processes of labor market 

matching are complex, the different studies look at them from multiple angles.  

The studies are exploratory and do not establish causal relationships. However, 

the use of propensity score matching and difference-in-difference methods in two 

of the studies are attempts at understanding the effects of a workplace closure on 

the displaced workers. This method compares workers who left closing 

workplaces to observationally similar workers, which is a way of creating a 

counterfactual group that has similar characteristics to the displaced workers and 

differ only in their experience of losing a job to a closure or not (Ho et al. 2007). 

In this way, the changes to workers’ employment and earnings after displacement 

can be compared to the trajectories of the (counterfactual) non-displaced 

workers. An alternative to this approach would be to only measure the changes in 

the displaced group. However, the benefit provided by the method chosen here 

lies in trying to disentangle whether the post-displacement changes are 

associated with the closure event, or whether the changes are associated with 

other general trends that would have occurred regardless of the closure.  

The choice of data and methods conditions the ways in which key processes, 

outcomes, and characteristics are operationalized. These choices are discussed 

next in relation to the context of research using quantitative methods. 

4.2.1. Estimating matching processes and outcomes 

Labor market matching, or the meeting of supply and demand, can be 

investigated on a continuum of specificity. On the one end, the general efficiency 

of the allocation of workers to firms may be of interest, and on the other end, the 

focus may be on the quality of match for specific workers and firms. The research 

in this area can generally be divided into two main areas of interest: a general 

aggregated matching efficiency and a skill-based matching quality. At the 

aggregate level, the allocation of workers to jobs is often measured by the number 

of registered open positions or number of job searchers. For human capital 

matching, the phenomenon of interest is how well education, skills and 

experience fit between supply and demand. The studies in this thesis examine the 

process from several angles. Meanwhile, analyzing when, where, and to what 



 

25 
 

degree matching varies across different spatial contexts is taken as a starting 

point in all of the studies. This is because a large proportion of labor market 

interactions are local, as discussed earlier, so the efficiency and quality of matches 

will likely be affected by regional labor market characteristics.  

In one of the studies, the interest is in the general reallocation process of workers 

matching to firms. However, instead of looking at efficiency by number of 

unemployed, job searchers, or vacancies, the process of reallocation can be 

investigated by observing the mobility of individuals between firms. In this way, 

the analysis in Paper 3 is conducted at the individual level by calculating the 

average propensity of moving between different types of workplaces. 

Regarding the quality of the match, there are two main ways of investigating the 

quality of an employee-employer match: by comparing the worker with some 

characteristic of the job or by abstracting the value of the match. In the case of 

the latter, one of the most common valuations grounded in labor economics is to 

use the wage a worker receives in relation to her human capital and job to 

ascertain whether the worker’s skills are over- or under-valued. This is the 

approach taken in Paper 1, where the spatial evolution of earnings for workers is 

analyzed.  

In the case of comparing the worker and job, researchers often create a distance 

metric measuring how similar or different a worker’s skills or experience are to 

the requirements of the job, for example by creating a “skill portfolio” comprised 

of the mix of skills needed in different jobs (see, e.g., Gathmann and Schoenberg 

2010; Nedelkoska et al. 2015). This is often done when comparing the education, 

occupation, industry, or industry experience of the worker to the skills required 

to carry out the job tasks.  However, the approach taken in Paper 2 and 4 builds 

on a new metric on the relational dimension of human capital, since how human 

capital is used depends also on the workers’ embeddedness in specific workplace 

contexts.  

The coworker skill metric is meant to capture how well the educational and 

occupational characteristics of workers fit with one another, so instead of creating 

a skill portfolio for individual workers only, it reflects the skill portfolios of a mix 

of coworkers. The approach is closely connected to work in EEG on relatedness 

that has quantified the interconnectedness of economic actors or activities, as 

discussed in the pervious chapter. The approach builds upon co-occurrence 

analysis, which assumes that economic elements that co-occur more frequently 

than random are related, but also controls for the fact that some skills may be 

related simply because they are very similar. The coworker complementarity 

metric was developed by Neffke (2019), where the full mathematical details can 

be found. The variable boils down an economy-wide network of workers in firms 



 

26 
 

to individual measures of skill synergy and substitutability between coworkers. 

This can, in turn, be aggregated up to the workplace and industry levels. 

4.2.2. Identifying establishment entry and exit 

All of the studies require tracking establishment entries, exits, or both. However, 

establishment and firm identification numbers may change due to mergers and 

acquisitions or for miscellaneous legal reasons. For this reason, it is important to 

parse actual entries and exits from other internal organizational restructuring. 

While there are unique establishment IDs for following establishments over time, 

these IDs can change for administrative reasons even when the work and 

employees have not changed. The approach taken here follows a method that has 

been developed for administrative data, for example in Sweden and Germany, 

and that uses the labor flows of employees to determine entry and exits (Hethey 

and Schiemder 2010; Swedish Agency for Growth Policy Analysis 2014). This 

approach builds on the resource-oriented perspective of the firm (Penrose 1959) 

by defining the workplace by its set of employees rather than by its administrative 

status. In Sweden, variables for this method generated by Statistics Sweden are 

found under the name FAD (in Swedish, Företagens och arbetsställenas 

dynamic). The method is based on tracking the workplaces of employees between 

two years. Depending on the share of employees who continue to work together 

in the same workplace, the workplace is designated as being part of a strict 

closure, a merger, an acquisition, or an entry.  

4.2.3. Defining regions 

The studies in this thesis examine geographic differences in Sweden at the level 

of regions – subnational spatial units delineated by discrete borders. The regional 

unit of analysis in all four papers is the functional analysis region, commonly 

referred to as FA region, which has been developed by the Swedish Agency for 

Growth Policy Analysis by aggregating the 290 municipalities in Sweden to 72 

regions (per the 2005 version, see NUTEK 2007 and Tillväxtanalys 2011 for 

details). FA regions reflect labor market areas where individuals both live and 

work, in that the regions are based on a combination of observed commuting 

flows and labor market analyses. Because many individuals cross municipal 

borders to reach their workplace, the FA regions are meant to go beyond 

administrative borders and capture realistic commuting and working behaviors 

within a region. Utilizing these work and commuter regions is interesting from 

the standpoint of analyzing labor market activities, because it captures the places 

in which people generally search and find work without having to relocate. 

Besides commuting patterns, regional units are argued to be the locus of 

“untraded interdependencies,” as in the space of coordination, collective action, 

and in general interaction between a variety of actors (Storper 1997). Another 
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benefit of this typology is that the FA regions are commonly used in regional 

analyses and thus provide opportunities for comparing results across studies. 

Figure 1 shows the FA regions, and the corresponding region population sizes 

from 2012. 

 

Figure 1: Map of FA regions in Sweden and population sizes in 2012. 

However, using FA regions has a few consequences that need to be understood. 

For one, the borders of FA regions are discrete, and interactions between FA 

regions are not modelled in the studies. This means that some meaningful spatial 

interactions might be missed; studying spatial units of different sizes and the 

relationships between them would be a fruitful future line of study. Furthermore, 

suggesting policy fixes could be more straightforward if administrative regions 

such as municipalities were modelled. Yet in many cases, individuals move and 

interact across administrative borders, which means that studying FA regions 

provides insight into these larger areas that studying smaller units might 

overlook. For instance, in 2005, about one-third of the Swedish population 

worked in a different municipality from where they lived (NUTEK 2007). Another 
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approach could be to create individual-specific labor market areas based on 

detailed geocoded information on where each individual lives and, then, to 

measure commuting distance to each individual’s work or create an accessibility 

measure for the number of employers in a nearby area (Åslund et al. 2009; Blind 

et al. 2018). Testing and comparing different region sizes and borders could be 

beneficial for future studies aimed at determining how matching phenomena 

work at different scales.  

The term local labor market is used in this thesis to represent a space of 

interactions between and among employees and employers. It refers to a 

structure of supply and demand for wage labor in a region. There are important 

practical and conceptual ways in which usage of the term local labor market in 

this thesis is limited to very specific phenomena, and hence as a result does not 

include all forms of work. Crucially, the labor market referred to in the thesis is 

that involving wage labor, which admittedly leaves out many people engaged in 

nonwage activities. There are many such activities, such as caring for family 

members and others, volunteering time to activism and nonprofits, and working 

for an employer with unreported or illegal contracts, to name a few. Another point 

to note is that the scope of the labor market can vary greatly from individual to 

individual, and can be structured differently depending on the institutional 

context. For example, a labor market can be conceptualized as an occupation- or 

industry-specific market. Nevertheless, unless otherwise stated, local labor 

market is used more generally here and can span occupation and industry lines, 

but refers loosely to the geographical area in which individuals work and look for 

work without the need to move their home.  

4.3. Ethical considerations 

There are important ethical considerations involved in working with population-

based registry data. Conversations on data ethics have risen more to the surface 

recently with the rise in big data collection and the roll-out of the General Data 

Protection Regulation (GDPR). While a basic principle of research ethics is the 

consent of the participant, national population-based registry data are different 

in that participants do not need to give their explicit consent (Swedish Research 

Council 2017). However, there are multiple safeguards in place for maintaining 

the anonymity and integrity of individuals in the database. Many of these 

safeguards concern data storage and access. For example, the data are 

pseudonymized, which means that identities are given unique personal and 

workplace identifiers. Only Statistics Sweden has the key to connecting the data 

to the true individual personal identification numbers. Furthermore, access to the 

data is restricted to researchers who have submitted a formal request along with 

a well-motivated research plan. Once granted, the individual-level data are only 
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accessible in a secured computer lab with a password-protected log-on 

procedure.  

While the individual’s rights are imperative, the Swedish Research Council (2017) 

also emphasizes the fact that researchers must consider how groups are treated 

and portrayed in research, the goal being to avoid discrimination and 

stigmatization of groups. Preserving the integrity of individuals and groups needs 

to be considered from the outset in study design and development. As written in 

the American Association of Geographers Statement on Professional Ethics 

(2009), in designing a study researchers should anticipate how their work could 

affect the people or groups involved. While this is mentioned in the context of 

fieldwork, it is applicable to register-based quantitative studies, where we are 

responsible for choosing the appropriate study design and methods so as to best 

represent the messy and complex phenomena that occur in social and spatial 

systems. This includes knowing our data by understanding what we can 

extrapolate from the variables and also knowing what they do not and cannot 

represent. This can also be said of the analysis and interpretation of results, where 

it is our ethical obligation to do our best in drawing conclusions that can be 

supported by the data and not enhance or diminish a result with the purpose of 

misleading the reader. Furthermore, transparency in the research process is 

imperative. Working with restricted-access data places responsibility on the 

researcher to thoroughly document the steps taken so that the research can be 

rigorously reviewed by peers, even though many of them may never access the 

exact same dataset.  
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5. Summary of papers  

Each of the thesis research questions refers to one paper each. This chapter 

summarizes how each paper contributes to the thesis. 

5.1. Spatial earnings differences 

What regional labor market characteristics are associated with earnings 

growth for young workers in low-paid jobs? 

Populous regions are often portrayed as attractive places to start and grow a 

career. This can be attributed to potential benefits from agglomeration 

economies, as mentioned earlier, such as higher wages stemming from more 

opportunities for learning, better job matches, and more employers to choose 

from (Glaeser 1999; Duranton and Puga 2004; Wheeler 2006). Nonetheless, the 

effects are heterogenous for workers with different skills and backgrounds 

(Andersson and Klaesson et al. 2014; Carlsen et al. 2016; Korpi and Clark 2019). 

For instance, workers in high-wage jobs that rely on interaction, social skills, and 

complex problem-solving seem to benefit the most from agglomeration 

economies (Bacolod et al. 2009). Meanwhile, workers in low-wage jobs or with 

less education have been shown to experience no or even a negative effect of 

working in larger regions (Andersson and Klaesson et al. 2014; Carlsen et al. 

2016; Velthuis et al. 2018; Korpi and Clark 2019). While large cities are often 

regarded as the drivers of economic growth, they are also at risk of harboring 

some of the largest inequalities (see, e.g., Baum-Snow and Pavan 2013; Lee et al. 

2016).  

Furthermore, the early years of a career set the stage for individuals’ long-term 

earnings (Topel and Ward 1992; Wheeler 2006). Young workers face a higher 

barrier to entering the labor market compared to workers who already have some 

experience, as it may be difficult to get one’s foot in the door. Given that workers’ 

lifelong earnings trajectories are highly influenced by their early career, it is 

particularly important to identify factors associated with earnings (im)mobility 

for younger workers.  

As a result, this first paper investigates regional differences in earnings 

advancement for low-wage workers who are particularly vulnerable to the effects 

of inequality. This is explored from a dynamic perspective, meaning that the 

earnings and jobs of individuals are followed over time. The modelling approach 

taken is a hybrid regression that takes both unobserved heterogeneity and time 

invariant variables into account. The analysis is performed on a cohort of young 

workers between 2003 and 2012, which provides a way to both control for 



 

31 
 

unobserved heterogeneity and explicitly model time-invariant characteristics. 

The literature on the spatial wage premium often focuses on the high-wage and 

highly educated worker, but there is a gap in the literature with regard to 

understanding spatial effects for workers in low-wage jobs (see, e.g., Velthuis et 

al. 2018). This paper contributes to the existing literature by examining within-

region earnings advancement within an often over-looked group.  

The results show a weak positive effect of region size on earnings growth, and 

workers in larger industries tend to have lower earnings growth. The positive 

benefits of region size seem to be driven by unobserved heterogeneity, however, 

and most workers starting off in low-wage jobs do not see significant differences 

in earnings advancement from working in larger regions. Furthermore, 

advancing within workplaces is positively associated with earnings advancement, 

while job changes are important steppingstones for workers in particularly low-

earning jobs. Meanwhile, results show some differences for subgroups. For 

instance, switching to a new workplace is even more important for females and 

immigrants as regards upward mobility, while females are barely rewarded for 

higher tenure. All in all, the results show few regional variations in earnings 

advancement for workers starting off in low-paid jobs.   

5.2. Rematching after displacement 

How are workers’ job matches impacted after being displaced by establishment 

closures across different regional labor markets? 

The first paper examines matching in an indirect way, as a micro-mechanism that 

is admittedly difficult to capture. This second paper, however, aims to break open 

the black box of matching at the micro-level and follow its evolution and 

association with workers’ earnings recovery after losing their job involuntarily to 

workplace closures. It does so by measuring the complementarity of workers’ 

skills to their coworkers’ skills as a way of identifying the quality of a match. This 

builds on the view of relational human capital, as discussed earlier, where the 

quality of a match is not only determined by individuals’ skills, but also by how 

well their skills match their colleagues’ skills.  

Workers who lose their jobs to a workplace closure experience a sudden 

disconnect from their coworkers and job routines, in addition to the loss in 

earnings. It may take time to rediscover not only the right job, but also the right 

workplace, where workers can fully utilize their skills and learn from others. 

Losing a job to a workplace closure is an unexpected shock to individuals’ 

employment and earnings. On average, workers experience persistent earnings 

losses that last many years after the closure (Jacobson et al. 1993; Eliason and 

Storrie 2006; Huttunen et al. 2011). However, many workers find new 
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employment shortly after displacement. One reason for this dissonance in finding 

employment yet still suffering large earnings losses, on average, is that workers 

are at greater risk of starting a new job that is poorly matched to their human 

capital after displacement (Nedelkoska et al. 2015; Eriksson et al. 2018). This is 

in part due to the forced job mobility that reduces the job search time window 

and forces some workers to take a lower-paid job in order to maintain an income.  

As discussed in earlier chapters, studies looking at the quality of job matches have 

been inconclusive as to whether workers find better matches, and do so more 

quickly, in larger regions (Karlson and Skånberg 2012). One main theoretical 

mechanism in agglomeration economies is better matching efficiency (Duranton 

and Puga 2004). However, larger labor markets are also more diverse on both the 

supply and demand side, which can increase the complexity of employees and 

employers finding good fits. This study adds to the debate by considering whether 

workers’ matches and earnings advancement are easier in some regions than in 

others.  

Thus, this second paper analyzes to what degree and where workers who lose 

their jobs due to workplace closures regain matches post-displacement. An event-

study approach is taken to answer the research question, where displaced 

workers are compared to observationally similar non-displaced workers. Because 

job mobility and matching are otherwise affected by self-selection and 

interrelated with factors such as ambition and ability, a workplace closure can be 

treated as an exogenous shock to workers’ career because it affects everyone at 

the workplace and is not connected to individual job performance. The match 

metric used in this paper is the coworker complementarity (Neffke 2019) 

measure, which is based on how well workers’ educational and occupational 

background matches their coworkers’ skills. Results show that earnings loss is 

indeed alleviated for workers who are re-employed in jobs with higher coworker 

complementarity. Meanwhile, workers are less likely to switch to more 

complementary workplaces in larger regions, although the benefits of 

complementarity are generally larger as region size increases. The results suggest 

that it is more important for workers in smaller regions to switch to more 

complementary workplaces in order to alleviate the earnings loss of 

displacement.  

5.3. Reallocation after displacement 

What are the patterns of worker reallocation within regional labor markets 

after establishment closures?   

This third paper is also concerned with the post-displacement outcomes of 

workers leaving closing workplaces, but takes a different approach. The focus of 
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this paper is once again not only on whether or not workers are re-employed, but 

also on the propensity for different types of employment outcomes to occur after 

displacement. For this reason, this paper analyzes whether and when workers 

affected by workplace closures move to more productive or newly started 

establishments in the region, become self-employed, leave the region, or enter 

unemployment.  

There is a growing body of literature in economic geography focused on how and 

when displaced workers find new employment in their local regions after job loss 

(Eriksson et al. 2018; Neffke et al. 2018). Theoretically, workers leaving 

unproductive establishments could provide the necessary skills for new and 

incumbent firms in the region to grow, however, in reality this relies on several 

factors such as local supply and demand matching up. These potential frictions, 

in turn, affect economic activity at several levels: individuals who cannot find a 

job after displacement or need to migrate for a new job, local firms’ ability to find 

new hires, and even ultimately at the region level where poor local reallocation 

could lead to higher unemployment or ‘brain drain’ from the region. It is 

important to learn under what conditions workers find new jobs in the local labor 

market, and in what cases they move into unemployment or out of the region.  

Like Paper 2, this study compares displaced workers to non-displaced workers to 

identify how much more likely the displaced workers are to become employed in 

various types of establishments, become unemployed, or migrate out of the 

region. Results from multinominal probit models show that the majority of 

workers face negative employment outcomes from a Schumpeterian point of 

view, as compared to a matched sample of workers not subject to a closure. A 

small, albeit significant, share become employed in young establishments. There 

are significant spatial differences, such that workers in the largest regions are 

more likely to have the most positive outcomes, whereas workers in smaller and 

peripheral regions are more likely to remain unemployed or migrate out of the 

regions. Furthermore, different types of human capital influence the likelihood of 

the outcomes. While higher education significantly decreases the risk of 

unemployment, high income earners also tend to be re-employed in more 

productive and newer workplaces. One contribution of the paper is that it 

differentiates between the types of workplaces in which individuals are re-

employed. Another is that is highlights the frictions in worker reallocation in 

relation to economic change.  

5.4. New firm hiring 

How does the quality of worker match within the regional labor market and 

within the firm relate to new firm survival?  
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This last paper explores the relationship between combining complementary 

coworkers and firm performance. While the other papers analyze individual 

employment and earnings trajectories, this paper looks at the coordination of 

heterogenous skills from the employer perspective. The coworker 

complementarity mechanism introduced in Paper 2 should theoretically not only 

impact the individual, but also produce emergent benefits for the firm. As 

discussed earlier, new hires do not only contribute with their own human capital, 

but they also need to relate to and find common ground with their coworkers. For 

instance, Boschma et al. (2009) found that firm performance is more dependent 

on the types of skills integrated in firms than on the number of new hires. 

Furthermore, they showed that hiring coworkers with related, not similar, skills 

had a negative impact on firm performance. Thus, building on the view that the 

firm is a collection of (human capital) resources (Penrose 1959), the level of 

complementarity between coworkers within firms is expected to impact the 

performance of firms.  

Nonetheless, employers can have a difficult time finding workers with the skills 

they need, which, as mentioned, is the case for Swedish firms. A main source of 

labor is from the local labor pool (Boschma et al. 2014). However, access to local 

skills also depends on the embeddedness of firms in the region. For instance, 

firms rely on relationships with local institutions and other firms, as well as on 

social networks, for finding local talent (Storper 1997; Stuart and Sorenson 

2005). Older firms have had time to build those networks and have established 

connections to draw upon, and larger firms likely have more resources and wider 

networks to tap into for finding new hires. For these reasons, young small firms 

may be at a disadvantage in finding new workers with the right skills, in addition 

to the uncertainty they face in surviving market competition. However, if local 

skills utilized in similar industries are already highly complementary, this might 

alleviate some of the difficulties in accessing relevant talent. Research has found 

that regional characteristics are significantly associated with new firm survival 

(see, e.g., Fritsch et al. 2006; Weterings and Marsili 2015). 

In Paper 4, the effect of hiring workers with complementary skillsets is 

investigated by analyzing the labor sourcing process of new firms that started in 

Sweden between 2001 and 2003. Using a discrete time hazard model, the impact 

of the coworker match mechanism is quantified on the survival propensity of the 

new firms up to 2012. It is found that surviving firms generally have higher 

coworker synergy. It is not the similarity of coworker skills that has a significant 

effect on survival, rather it is how well heterogenous skillsets are combined. 

Furthermore, the probability of firm survival is affected by the local industry 

composition of human capital. Access to synergistic skills within the same 

industry and to a larger labor pool in related industries within the local labor 

market indeed mitigates the risk of firm failure. This paper adds to previous 
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studies in that it tracks the importance of complementary skills as the firm ages. 

It also estimates the association between firm survival and human capital 

externalities in the local labor pool by going beyond estimating the relationship 

of survival based on the size and concentration of a region and industry, and 

instead relating firm survival to the structural composition of heterogenous skills 

in the industry-region labor pool. Thus, using the complementarity of coworker 

skills as a proxy for the quality of skill matches within firms, this paper found that 

better matches within firms and within industry-regions are associated with the 

survival likelihood of new firms. 
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6. Conclusions 

The aim of this thesis was to analyze the regional patterns and outcomes for 

workers and firms in the labor market matching process. As the title of the thesis 

alludes to, the studies focused on crucial times for workers and firms: at the 

beginning of workers’ career, during employment transitions after company 

closures, and at the start of new businesses. The aim was addressed by conducting 

four quantitative empirical studies using micro-data on workers and firms in 

Sweden. Overall, the studies emphasized the tight relationship between supply 

and demand for functioning labor market relations, as well as the benefits and 

frictions that arise from varied interactions among heterogenous employees and 

employers.  

Three main results can be identified when looking at all of the papers together. 

The first result highlights the different ways in which agglomeration economies 

are associated with labor market matching outcomes. It builds on work in 

economic geography that seeks to understand the extent of and reasons for inter-

regional earnings and employment differences within countries. The thesis 

showed that agglomeration externalities vary depending on what employment 

process is examined. For example, in Paper 1, earnings advancement for young 

workers in low-paid jobs did not vary by region size. The results also indicated a 

negative association between working in a relatively large industry and earnings 

growth. Meanwhile, in Paper 2, transitions to more complementary workplaces 

were found to be more vital for workers in smaller regions who lost their jobs in 

establishment closures in order to alleviate the earnings losses associated with 

the involuntary job loss. And in Paper 3, re-employment possibilities, in general, 

were more positive for workers in larger regions, while workers in smaller regions 

were more likely to move, remain unemployed, or switch to less productive 

workplaces post-displacement. Furthermore, these results accentuate that 

agglomeration benefits differ depending on the human capital and background 

characteristics of workers. The implication of these results is that careful 

consideration needs to be taken to consider both people and place-specific 

responses to general labor market processes such as matching and job mobility.  

The second result provides new insights into the importance of relational human 

capital and how it has real effects for workers and firms. This contribution builds 

on research in EEG that underscores the interconnections among workers and 

firms as the building blocks of agglomeration economies. However, in contrast to 

analyzing the interconnections at more aggregate levels of industries, regions, or 

countries, this thesis delved into the micro-level of interactions. Due to the 

difficulty of obtaining proper data at the micro-level to study mechanisms such 

as matching and learning, there is somewhat less research on the micro-dynamics 
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of relational human capital (see, e.g., exceptions Eriksson et al. 2009; Östbring et 

al. 2018). Furthermore, this thesis went beyond the widely utilized lower- and 

higher-educated dichotomy of human capital by investigating the contribution of 

individuals coming from many different specializations and levels of training. So 

instead of giving all the credit to the star scientist, for example, this thesis showed 

that the interdependency of workers with different but complementary skills are 

a driving force in economic outcomes. 

From the perspective of evolutionary economic change, the process of 

establishment entries and exits are an important process driving how human 

capital is combined in different constellations and in different spatial contexts. 

While the displacement literature has often emphasized the individual human 

capital that is lost when an establishment closes down, and the literature on new 

firms has tended to emphasize who is hired in terms of workers’ individual human 

capital, the results of this thesis also showed how the relational structure of 

human capital is destroyed and rebuilt. For instance, Paper 2 showed that 

although workers who lost their jobs due to establishment closures on average 

experienced earnings losses, switching to a more complementary establishment 

alleviated those earnings losses. Using the same measure of complementarity in 

Paper 4, higher complementarity among workers at newly created firms 

correlated positively with firm survival. Meanwhile, by investigating the 

reallocation of workers in a different way, Paper 3 identified where displaced 

workers were re-hired, and whether the new jobs were in new or incumbent firms, 

for example. All in all, these results contribute with a micro-perspective on the 

significance of relational human capital for both workers and firms. This 

perspective of the local interactions among workers and firms is an important 

addition for understanding uneven spatial economic opportunities and 

development. 

The third result demonstrates the importance of looking at employment quality, 

not just whether or not a worker is employed. This is in line with a rich body of 

labor market research that has pointed out the widening differences in access to 

jobs, even for workers with similar skills, which is attributed to structural changes 

both in economic activities and in matching inefficiencies. In several contexts, the 

results of this thesis showed the ways in which changing jobs can be accompanied 

by friction. For low-paid workers in Paper 1, switching out of low-paid jobs was 

an important strategy for upward advancement. This result concerning 

employment quality was also evident in other studies on displaced workers: most 

workers were re-employed shortly after job loss, yet there was a long-term 

negative effect on earnings, on average, and some workers also transferred to 

worse matching jobs (Eliasson and Storrie 2006; Nedelkoska et al. 2015; Eriksson 

et al. 2018). From the firm’s perspective in Paper 4, hiring well-matched workers 

gave a significant boost to survival propensity, which means it is not just a matter 
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of getting talent, but of getting the right talent. This third result highlights the 

importance of inertia in labor market trajectories. For young workers, it can be 

difficult to get out of low-wage work when that is their starting point, and the 

results did not indicate that this varies to a large extent across geographies. 

Additionally, inertia from losing employment due to establishment closures can 

lead to workers switching to poorly matched or otherwise low productive 

workplaces, lose earnings, or enter unemployment. This pressure is particularly 

strong in smaller and peripheral regions, where the opportunities for regional 

renewal may be weaker. Lastly, it is important for new firm survival to build up 

complementary teams from the start.  

These results raise questions for policymakers. In particular, how can both local 

workforce development and economic development be better linked to ease the 

burden on employers and workers, so that they do not have to bear the weight of 

a system-wide matching inefficiency? While Sweden’s employment policy has 

tended to emphasize inter-regional mobility, as evidenced for example by the 

need for workers receiving unemployment to move if offered a job in a different 

region, this is not in line with the relative immobility of individuals. Workers have 

families, friends, and roots in places, and these are not easily pulled up. Thus, 

more local flexibility and collaboration in local labor market policies could be 

encouraged, for instance, by stimulating greater collaboration among local 

stakeholders to coordinate skill needs, training activities, and education. An 

attempt at this was made in southern Sweden (Skåne), where economic and 

institutional actors came together to learn about the current skill supply and 

demand in the region, and to collectively come up with ideas for training and 

education (Green et al. 2017). Another policy suggestion would be to specifically 

encourage similar or related industries to host training opportunities for workers 

in the region, the goal being to encourage learning and increase opportunities for 

intra-regional labor mobility. Because in-house training may require a 

considerable amount of resources and time, pooling resources could provide a 

way to share the burden of training and re-training.  

Furthermore, it has been acknowledged for a long time that an important part of 

generating competitive advantage for economic actors at different levels is to 

specialize (Walker and Storper 1989). At aggregate levels, this can create large 

differences in the types of jobs and skills in different regions. As discussed in this 

thesis, the resulting heterogeneity plays an important role in generating human 

capital and spatial mismatches. This needs to be understood within the context 

of regional economic development policies, which have increasingly been shaped 

by a push towards competition in attracting funding and companies to regions. 

However, the results in this thesis suggest that policy needs to be paired with 

wisdom regarding the types of economic activities that are sought after. This is in 

line with the Smart Specialization policy strategy, which is today part of regional 
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development programs in the European Union. It is based on the idea that 

regional development policies should build on their region’s existing strengths as 

well as seek out opportunities for new activities in related industries and 

technologies (McCann and Ortega-Argiles 2015). In doing so, the policies are 

meant to target local opportunities for growth, while acknowledging the strengths 

and limitations of the regional economic environment. This is relevant to 

matching, because a smart specialization strategy focuses on the qualitative 

aspects of economic activity, and takes into consideration the current supply of 

skills and knowledge in the workforce as well as the realistic opportunities for 

them to work and move between industries and activities without having to 

drastically retrain.  

The results of the thesis also raise questions for future research. One avenue for 

future studies is to look more closely at how matching could be affected by 

structural differences in labor market outcomes and discrimination. While the 

studies in this thesis also looked at the various processes through subgroup 

analyses, more targeted studies aimed at identifying the mechanisms behind the 

differences in groups would be beneficial. One avenue would be to collect data 

through interviews or surveys, in order to analyze structures related to 

discrimination, lack of on-the-job learning opportunities, undervalued skills, and 

other factors that augment the job search and learning that are not seen in 

register data.  

Furthermore, this thesis explored the interdependency of employers and 

employees in determining various labor market outcomes. Future studies could 

continue to investigate employer characteristics that relate to on-the-job learning 

and advancement opportunities. Some studies have tied inequality to rising 

differences between employers (Skans et al. 2009; Card et al. 2013), and this 

could be an important avenue to explore in relation to the diverging spatial labor 

market opportunities and advancement. Future studies could also further 

investigate what factors are instrumental in the matching process when an 

establishment or firm closes down. Is the biggest obstacle a local mismatch 

between the skills of the displaced workers and the incumbent firms, or is the 

discovery process through which employers and employees find one another too 

slow and inefficient? A future study could thus measure the proximity of the 

displaced workers’ skills to the jobs in the region, with a view on discovering 

whether this impacts time to re-employment or earnings recovery. 
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7. Sammanfattning (Swedish summary) 

Svåra starter och tuffa tider: Geografiska förutsättningar för arbetskraft och 

företag i förändring 

De regionala skillnaderna i ekonomiska förutsättningar har på senare tid blivit 

allt tydligare. Det gäller exempelvis sammansättningen av arbetskraftsutbud och 

efterfrågan i olika regioner som skapar olika förutsättningar för ekonomisk 

förnyelse på olika platser. Utvecklingen förstärks av den regionala 

specialiseringen, som i sig är en viktig del av ekonomisk förnyelse och tillväxt men 

som också skapar en regional heterogenitet bland individer och företag. För 

enskilda individer kan det handla om utbildning, kompetens och erfarenhet i 

specifika områden som kan göra det svårt att i vissa sammanhang överföra 

humankapital till nya jobb eller att hitta välmatchade jobb i den lokala 

arbetsmarknaden. En viktig del av företags konkurrenskraft är förmågan till 

innovation och att utveckla unika varor och tjänster, men för att det ska vara 

möjligt är kompetensförsörjningen centralt. Det gäller med andra ord att kunna 

hitta individer med rätt kompetenser som kan utföra jobbet. Komplexiteten som 

uppstår på arbetsmarknaden mellan individer och företag kan därför skapa 

matchningssvårigheter som kan påverka individers möjligheter till 

löneutveckling och sysselsättning i jobb som matchar deras kompetenser, men 

också företagens konkurrenskraft om det blir svårt att hitta rätt kompetenser. 

Utgångspunkten i den här avhandlingen är att analysera det samspelet som sker 

mellan individer och företag, vilket i sin tur påverkar och skapar olika rumsliga 

förutsättningar för arbetsmarknadsprocesser. Syftet med avhandlingen är att 

analysera regionala mönster och utfall för individer och företag i 

matchningsprocessen på arbetsmarknaden. Syftet uppnås genom fyra empiriska 

studier som använder sig av kvantitativa analysmetoder för att belysa olika 

aspekter av jobbmatchning i relation till löneutveckling och sysselsättning. I 

synnerhet undersöks frågorna i förhållande till avgörande perioder för individer 

och företag: För unga i lågavlönade jobb, för människor som blir av med jobbet i 

samband med nedläggningar och för nya företag som konkurrerar om 

överlevnad. Studierna baseras på detaljerad registerdata från Statistiska 

Centralbyrån med information om samtliga företag, arbetsplatser och individer i 

Sverige från 1995 till 2012. 

Artikel I utgår från de studier som visar på regionala skillnader i lön för samma 

jobb. En dominerande teori till denna rumsliga lönevariation är att matchningen 

mellan individer och företag är mer effektiv på vissa platser, till exempel i större 

regioner eller i regioner med många relaterade verksamheter. Dessutom, när det 

finns många människor med likartade kunskaper och kompetenser på samma 
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plats, stimuleras lärande och interaktioner mellan individer och företag som 

bidrar till högre produktivitet som i sin tur kan öka inkomstnivåerna. Men studier 

visar att såna positiva effekter från större arbetsmarknader är starkare för 

högavlönade och högutbildade individer, medan det finns en lucka i litteraturen 

när det gäller att förstå rumsliga effekter för individer i låglönejobb. Därför 

undersöks i Artikel I vilka regionala arbetsmarknadsegenskaper som är 

förknippade med löneutveckling för unga människor i låglönejobb. Unga 

individer står inför större utmaningar att komma in och etablera sig på 

arbetsmarknaden jämfört med äldre som redan har erfarenhet. Med tanke på att 

individers livslånga inkomstutveckling är starkt påverkade av deras tidiga 

karriär, är det särskilt viktigt att identifiera faktorer som är förknippade med 

inkomstutveckling för yngre. Resultaten visar få regionala skillnader i 

löneutveckling mellan regioner i Sverige mellan 2003 och 2012 för unga med 

låglönejobb. Jämfört med andra unga människor på arbetsmarknaden, ser inte 

unga i låglönejobb snabbare löneutveckling i större regioner. Dessutom finns det 

en negativ relation mellan lön för unga i låglönejobb och jobb i regionalt 

överrepresenterade sektorer. Vidare visar analysen att byta jobb är en viktig 

strategi, och det är särskilt viktigt för kvinnor och individer från andra länder. De 

samlade resultaten i artikeln visar att olika rumsliga egenskaper spelar roll för 

individers möjliga karriärutveckling. Därför är det viktigt att studera rumsliga 

faktorer utifrån olika perspektiv för att förstå var friktioner på arbetsmarknaden 

kan finnas.  

I Artikel II analyseras matchningsprocessen på ett relativt nytt sätt. Kvalitén av 

en jobbmatch undersöks ofta genom att granska hur bra enskilda individers 

utbildning, kompetens eller erfarenhet överensstämmer med deras jobb. Men 

den här artikeln bygger på forskning inom evolutionär ekonomisk geografi som 

lyfter fram interaktioner mellan individer som en drivande kraft i ekonomiska 

processer. Således anses enskilda individers kompetenser ingå i ett större 

sammanhang på deras arbetsplats, där en del av hur individers kompetenser 

tillämpas har att göra med hur väl de integreras med och kompletterar deras 

medarbetares kompetenser. På det sättet avgörs en del av matchen mellan en 

individ och deras jobb av komplementariteten mellan olika medarbetarens 

kompetenser på arbetsplatsen.  

Artikel II utgår ifrån att komplementaritet på arbetsplatsen kan vara en 

förklarande faktor till variationen i löneförluster för människor som blir av med 

jobbet i nedläggningar. Att förlora ett jobb innebär inte bara en förlorad 

inkomstkälla, men man tappar kopplingen till sina medarbetare, sin roll i 

verksamheten och sina jobbrutiner. Därför är syftet med denna artikel att 

analysera utvecklingen av komplementaritet för friställd arbetskraft, och se om 

det har betydelse för individers löneutveckling. Resultatet visar att löneförluster 

lindras för individer som återanställs i jobb med högre 
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medarbetarkomplementaritet. Samtidigt är det mindre troligt att individer byter 

till mer komplementära arbetsplatser i större regioner, vilket är motsats till 

dominerande perspektiv om att matchningseffektiviteten borde vara högre i 

större arbetsmarknader. Men individer i mindre regioner får en större positiv 

effekt från att byta till mer komplementära arbetsplatser, så det är särskilt viktigt 

i mindre regioner att inte bara hitta ett nytt jobb, men att hitta ”rätt” jobb.  

I likhet med Artikel II undersöks effekten av nedläggningar på individers 

framtida jobb i Artikel III. Fokus för denna artikel är återigen inte bara om 

individer återanställs eller inte efter en nedläggning, utan om vem återanställs 

och i vilka typer av verksamheter de finner ett nytt jobb. Analysen beskriver om 

friställda arbetare byter till mer produktiva eller nystartade arbetsplatser i 

regionen, blir egenföretagare, lämnar regionen eller blir arbetslösa. Resultaten 

visar att det finns betydande geografiska skillnader. Det är mer sannolikt att 

individer i de största regionerna får de mest positiva utfallen, medan individer i 

mindre och mer perifera regioner löper betydligt högre risk för att bli arbetslösa 

eller behöva flytta till en ny region. Dessutom minskar högre utbildning risken 

för arbetslöshet, och det är mer sannolikt för erfarna individer att starta egna 

företag eller börja jobba i relativt nystartade företag. Denna artikel belyser 

variationen i återanställningsmöjligheter efter en nedläggning, och den 

kortsiktiga effekten är att många hamnar utanför arbetsmarknaden, behöver 

flytta till en ny region, eller börjar jobba på lågproduktiva arbetsplatser. Sådana 

utfall kan göra en stor skillnad för individers återhämtning efter en nedläggning 

om det dämpar deras framtida möjligheter till ny och mer stabil försörjning. Att 

studera initiala jobbyten är ett sätt att bättre förstå hur individer påverkas av 

nedläggningar och hur det varierar i olika regioner, men också att 

förutsättningarna för regional förnyelse varierar stort mellan regioner. 

Syftet med Artikel IV är att studera kompetenssammansättningen på 

arbetsplatsen från arbetsgivarperspektivet. Medarbetarkomplementaritet som 

introducerades i Artikel II bör teoretiskt inte bara påverka individen utan också 

bidra med fördelar för företaget. Som diskuterats tidigare bidrar nyanställda inte 

bara med sitt eget humankapital utan de måste också relatera till och hitta 

gemensamma grunder med sina kollegor. Därför undersöks detta på nystartade 

företag i Sverige genom att analysera kopplingen mellan 

medarbetarkomplementaritet och sannolikheten att företaget läggs ned mellan 

2003 och 2012. Enligt resultaten är det positivt för nya företag att anställa 

medarbetare med relaterade men inte helt identiska kompetenser. Det är inte 

likheten som har en signifikant effekt på överlevnaden, utan det är hur väl olika 

kompetenser kombineras. Det stämmer även på branschnivå, där sannolikheten 

för nedläggningar är lägre i regioner där den lokala branschens sammansättning 

av humankapital reflekterar en strukturerad variation mellan kompetenserna.  
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Sammantaget bidrar dessa resultat med ett mikroperspektiv på samspelet mellan 

individer och företag i geografin. Studierna visar olika aspekter på hur 

heterogenitet i utbildning, kompetenser, och andra individuella egenskaper är 

kopplade till löneutveckling och anställningsmöjligheter i olika arbetsplatser och 

rumsliga kontexter. En central del i avhandlingen är hur dessa processer fortgår 

inom dynamiska rumsliga kontexter som kännetecknas av kontinuerligt 

jobbskapande och jobbförstörelse, där nya företag skapar jobb medan andra jobb 

förstörs när företag läggs ner. Medan denna omvandling beskriver en långsiktig 

kreativ förstörelse som driver ekonomisk förändring i marknadsdrivna 

ekonomier, har det viktiga kort- och långsiktiga konsekvenser för människorna 

som är en del av förändringarna. Avhandlingen bidrar med ökad kunskap om hur 

såna dynamiska processer löser upp kopplingar och interaktioner mellan 

människor, inte bara mellan enskilda individer och deras jobb, vilket i sin tur 

skapar nya möjligheter men också friktioner i olika rumsliga sammanhang. 

De empiriska resultaten tyder på vikten av en flexibel arbetsmarknad som 

underlättar matchningsprocessen där individers kompetenser kan tillämpas och 

utvecklas. Det är särskilt en utmaning utanför de större regionerna, där 

resultaten visar att en sämre jobbmatch och sämre återanställningsmöjligheter 

kan ha särskilt svåra konsekvenser. Men även om det finns flera jobbmöjligheter 

i större regioner, så kan en saknad lönepremium för individer i låglönejobb göra 

det svårt att fortsätta bo i större regioner där en lönepremie kan behövas på grund 

av dyrare levnadskostnader kopplade till exempelvis bostadsmarknaden. 

Avhandlingen visar dessutom betydelsen av att undersöka var och i vilka 

verksamheter individer jobbar över tid, inte bara om en individ är anställd eller 

inte, för att det kan vara kopplad till deras löneutveckling och möjligheten att 

avancera på arbetsmarknaden.  
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