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Abstract

This thesis constists of three papers dealing with labour mobility. In paper [I], I 
study the effects of job change for wage growth. Job change is assumed to influence wage 
growth and productivity for both job movers and job stayers. I find that returns on work 
experience are higher for job movers, both before and after job change. This contradicts 
the hypothesis that job stayers have higher returns to work experience as an effect of 
investing time in aqcuiring job-specific skills. In addition, I find that the returns on work 
experience do not improve for job stayers, when job changers quit. This means that 
productivity among job stayers is not affected by selective termination of bad matches. I 
find no evidence to support that job mobility increases productivity for job movers, which 
indicates that job mobility acts mainly as a sorting device, sorting workers into jobs they 
are most suited for.

In paper [II], I study the effect of job change on wages and income, as well as on wage 
and income growth, allowing for multiple job changes. I assume that match quality is 
partly due to outcome of the individual’s career decisions up until the time of observation. 
The individual’s career history can signal to the employer the quality of current and 
previous matches, which may affect the wage path. I find that each job change increases 
wage and income growth between 1981 and 1991, but that there is no evidence to suggest 
that job changers have higher wage and income levels in 1991. This result is constistent 
with a scenario where job changers, through mobility, catch up the higher wages earned 
by job stayers. I also find some evidence to suggest that job movers are adversely selected, 
i.e. that job changers are drawn from a pool of workers who were predominantly ’bad 
matches’ in 1981.

In paper [III] I study the determinants of long and short distance migration. I estimate 
a multinomial logit model, to ascertain whether the determinants of migration differ 
between the choices of migrating long or short distances. I find that increases in pre- 
migration income decreases probability of migrating a long distance, while pre-migration 
income has no effect on the decision to move a short distance. The higher the education 
level, the higher the probability of long distance migration, while education level has 
no effect on the probability of short distance migration. Dependence on unemployment 
benefits increases the probability of both short and long distance migration. I find no effect 
of local fiscal characteristics or local labour market characteristics on the probability of 
either long or short distance migration.

Keywords: Labour mobility, migration, wage growth, job match quality
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Abstract

This thesis constists of three papers dealing with labour mobility. In paper 
[I], I study the effects of job change for wage growth. Job change is assumed to 
influence wage growth and productivity for both job movers and job stayers. I find 
that returns on work experience are higher for job movers, both before and after job 
change. This contradicts the hypothesis that job stayers have higher returns to work 
experience as an effect of investing time in aqcuiring job-specific skills. In addition, 
I find that the returns on work experience do not improve for job stayers, when job 
changers quit. This means that productivity among job stayers is not affected by 
selective termination of bad matches. I find no evidence to support that job mobility 
increases productivity for job movers, which indicates that job mobility acts mainly 
as a sorting device, sorting workers into jobs they are most suited for.

In paper [II], I study the effect of job change on wages and income, as well as on 
wage and income growth, allowing for multiple job changes. I assume that match 
quality is partly due to outcome of the individual’s career decisions up until the 
time of observation. The individual’s career history can signal to the employer the 
quality of current and previous matches, which may affect the wage path. I find 
that each job change increases wage and income growth between 1981 and 1991, but 
that there is no evidence to suggest that job changers have higher wage and income 
levels in 1991. This result is constistent with a scenario where job changers, through 
mobility, catch up the higher wages earned by job stayers. I also find some evidence 
to suggest that job movers are adversely selected, i.e. that job changers are drawn 
from a pool of workers who were predominantly ’bad matches’ in 1981.

In paper [III] I study the determinants of long and short distance migration. 
I estimate a multinomial logit model, to ascertain whether the determinants of 
migration differ between the choices of migrating long or short distances. I find that 
increases in pre-migration income decreases probability of migrating a long distance, 
while pre-migration income has no effect on the decision to move a short distance. 
The higher the education level, the higher the probability of long distance migration, 
while education level has no effect on the probability of short distance migration. 
Dependence on unemployment benefits increases the probability of both short and 
long distance migration. I find no effect of local fiscal characteristics or local labour 
market characteristics on the probability of either long or short distance migration.

Keywords: Labour mobility, migration, wage growth, job match quality





”The world is full of quite awesomely boring people who knock 

on doors. ... Every now and then, not often, very rarely, in 

fact, but sometimes, the boring door knocker knocks on the 

door of somebody who is pleased to see them. Somebody 

who, on being asked the question 'Where will you be spending 

eternity?’ will actually be prepared to give the matter some 

thought. ... Alas, it is only an illusion. For the people who 

encourage them do so out of purely selfish reasons. For they 

are writers merely seeking further justification to prevaricate. 

Desperate people, every one, who would welcome a burglar 

into their homes as a happy diversion from having to sit down 

and do some work”.

This Other Eden, Ben Elton (1993)
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The thesis consists of this summary and the following three papers:

[I] Job Mobility, Wage Growth and Match Quality in Sweden.

pi] Multiple Job Changes and Adverse Selection in the Swedish Labour Market.

[m i Determinants of Long and Short Distance Migration in Sweden.
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1 Introduction

An efficient allocation of labour is important, partly for productivity and general 

welfare, but it is also important for the individual worker, as labour income consti
tutes the largest source of income for the majority of households. Job mobility is 
necessary as new economic opportunities appear, and old ones disappear continu
ously, and reallocation of labour may be necessary to achieve and maintain a desired 
level of welfare.

Between five and ten per cent of the labour force change employer and approx
imately four per cent of the population migrate each year in Sweden.1 Migration 
is fairly stable, while employer change is more common during periods of high eco
nomic activity and low unemployment. Figure 1 shows the frequency of employer 
change, migration and the unemployment rate. During the second half of the 1980’s 
- a period of economic boom and low unemployment - employer change was high 
and reached a peak in 1989, when 11.2 per cent of the employed changed employer. 
During the recession of the 1990’s, the rate of employer change decreased drastically, 
and was at a low of 5.7 per cent in 1992.

This thesis deals with individual choices concerning job mobility and migration. 
Research within these categories has covered a large field of topics. Some recent 
examples are Groot and Verberne (1997), who study the effects of ageing and job 
characteristics on the probability of job change. Keith and McWilliams (1997) study 
mobility and wage growth patterns for men and women. Westerlund and Wyzan 
(1995) study the importance of local fiscal characteristics on the migration decision. 
Lundborg (1995) studies the effects of tax reductions on job mobility. In this thesis, 
I concentrate on how mobility decisions are generated, and the consequences this 
might have for the interpretation of the gains and determinants of mobility. Below, 
I discuss how to view mobility decisions, and the implications for the expected gains 

from mobility.

Labour reallocation is an action taken by the individual in the hope of increasing

1 Migration is defined as a move across municipality border.
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Figure 1: Frequency of employer change, migration and unemployment in Sweden 
1981-1995.
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earnings capacity. Labour mobility can be seen as an investment in human capital; 
the worker invests in mobility, with the expected payoff being the higher earnings 
associated with a move. This idea dates back to Sjaastad (1962), who studied 
migration as investment in human capital.2 Another way of looking at the mobility 
decision is to see mobility as the outcome of a search and sorting process. An 
individual can learn about where his comparative advantage is by trying different 
kinds of jobs. During his working life, an individual may change jobs several times 
- in Sweden, one can estimate that an individual will have on average three to five 
employers. Job mobility is more common among the young, and as more time is 
spent in the labour market, the frequency of job change falls. The individual invests 
time in search for a new job, and the outcome of this investment (should it pay off)

2 Other studies have followed since, see e.g. Greenwood (1985) for a survey of studies where 

migration is seen as investment in human capital, or Osberg (1991) and Kidd (1991) for studies on 

job change. For Sweden, Holmlund (1984) is an extensive study of both migration and job change.
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is the mobility decision.3

If mobility is the outcome of a search and sorting process, it may be necessary to 
slightly adjust the way we look at mobility decisions, and how to measure the gains 

from mobility. Firstly, which factors are important to the decision to change job 
or to migrate? Secondly, how should the gains from labour mobility be measured 
and interpreted? Mobility may affect not only wage levels, but also the way in 
which wages grow. Mobility may also have effects on wage levels and wage growth 
for those who choose to stay. The first two papers in this study deal with how to 
measure and interpret wage effects due to mobility, and the third paper deals with 
how determinants of migration might differ for long and short distance migration, 
hypothesising that long distance migrations are more often related to labour market 
reasons than short distance migrations.

Career decisions, i.e. decisions to move or stay, and wages are determined simul
taneously, and at the time the individual is observed, a number of career choices 
have been made up to the time of observation. Since this is the case, the effects of 
both job mobility and job duration should be acknowledged, when the gains from 
mobility are estimated. A central point in this thesis is, that the decision to stay 
is of importance when studying the gains from mobility. Some earlier studies have 
pointed out this fact, while in this thesis, the decision to stay is studied simultane
ously with the decision to move.4

The main question associated with the decision to stay is whether and how wages 
rise with job duration. Wages can rise with job duration if workers build up job- 
specific skills which raises their productivity.5 Other reasons for wages to rise with 

job duration are e.g. that an upward sloping wage-seniority structure can act as

3Herzog et. al. (1993) is a survey of studies where migration is seen as the outcome of search,

and Haxtog and van Ophem (1994) study employer change as the outcome of search.
4Altonji and Williams (1993), acknowledge that job change and job duration are connected.
5Mincer and Jovanovic (1981) and Bartel and Borjas (1981) point out that if some workers invest

time in acquiring job-specific skills, their productivity should increase relative to other workers in 

the firm. As a consequence, workers who invest in job-specific skills should be less likely to quit, 

and wages will rise with job seniority.
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a screening device to ensure low employee turnover,6 or that this gives employees 

an incentive not to shirk.7 On the other hand, the empirically observed positive 
relationship between wages and job duration may be due to the fact that mainly 
’good matches’ stay.8

Wages and productivity for the individual can be explained partly by observable 
characteristics, e.g. education and labour market experience. However, part of the 
wage is due to unobservable components such as the individual’s ability and how 
well individual skills match the requirements of the job, a component that may be 
called ’match quality’. Burdett (1978) argues, from a theoretical standpoint, that 
employed search is more common at low income levels, and that search activity 
decreases as income increases.9 Jovanovic (1979) argues that match quality will 
have an impact not only on wages and wage growth, it will also affect mobility 
decisions made by the individual. Since a person is assumed to change jobs because 
changing jobs will increase his earnings capacity, labour mobility can be seen as a 
process where workers are sorted into jobs where their productivity is high - see e.g. 
Topel and Ward (1992).10 This ’search and sorting’ way of looking at the mobility 
decision will have an impact not only on the determinants of mobility, it also has 
implications for how the gains from mobility should be measured.

6 Salop and Salop (1976).
7Lazeax (1981).
8Abraham and Färber (1987) and Altonji and Shakotko (1987) argue that if ’good matches’ 

stay, and ’bad matches’ quit, there may be a positive correlation between unobserved factors in the 

decision to stay (i.e. match quality) and observed wages. This means that a positive relationship 

between job duration and wages does not necessarily mean that individuals build up job-specific 

skills.
9Antel (1988), in an empirical paper, tests the implications of utility maximising behaviour, 

allowing for employed search, and finds that workers who engage in employed search are less likely 

to quit again, since they get higher utility jobs.
10Most models of the individual’s job change decision predict that bad matches will quit. Lazear

(1986) argue the opposite, that predominantly ’good matches’ will change jobs. Rival firms will 

spot high productivity employees and ’raid’ them. Support for this hypothesis is found in e.g. 

Garen (1989).
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Figure 2: Catching up.
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An individual earning a low wage (in relation to his skills) can, through mobility, 
’catch up’ to the wage level earned by others. Assume that two individuals are 
observed at t = 1. We would like to know whether job change increases earnings. 
Consider Figure 2. Path A is the wage path for the ’good match’, the job stayer 
employee, from t = 0 to t =  1. Path B is the wage path for the job mover, if he 
would have stayed and assuming that he would have the same growth rate as the job 
stayer,11 while path C is the wage path for an individual who moves, given that he 
moves after t = 0. Now assume that the job mover in all observable characteristics 
is like the job stayer, the only observable difference is, that he earns a lower wage 
than the job stayer at t =  0, i.e. he is not as good a match at the job held at t = 0. 
If the wage levels at t =  1 are compared, there will be no difference in wage levels

11This could be an overstatement. Antel (1986), for example, argues that if workers specialise 

in investments, so that those who invest in job specific skills choose to stay, and those who invest 

in job search are more likely to move, the growth rate for those who invest in search might well be 

lower than the growth rate for those who invest in job specific skills, if they do not find a better 

job offer and move.
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between the job mover and the job stayer, both will earn W i, and the only observable 
difference would be that one has changed jobs, the other has not. Some unobservable 
factors decide who moves and who stays, and one of those unobservable factors is 
match quality at t = 0.12 If job movers have lower average match quality than job 
stayers, at some earlier date, they will be more likely to change jobs. Hence, even if 
there is no difference in wage levels between job movers and job stayers at a specific 
point in time, job change may have a positive effect on wages and productivity, since 
mobility has ’sorted’ workers into the jobs where their wages are highest. Sorting 
would imply that individuals change jobs as long as wage levels and wage growth are 
lower than wage levels and wage growth for observably similar job stayers (who are 
assumed to have found their best match). Topel (1991) suggests that if we observe 
individuals at a given point in time, differences in observed job duration depend 
on whether or not the individuals have found the best wage offer. Workers with 
long job durations have found their best offer earlier than workers with short job 
durations - or, job changers had, at t =  0, not found the offer that was the best in 
t =  1.

There is no straightforward definition of match quality. A useful interpretation 
could be differences in wages not explained by observable factors like education 
and labour market experience, a definition used in paper [II]. Another measure of 
match quality can be obtained by allowing the returns on human capital to differ 
between groups. In this case, match quality could be interpreted as the difference in 
returns on human capital between groups. This definition of match quality is used 
in paper [I]. Which definition to use is not obvious - if job stayers and job movers are 
forced to follow the same wage growth pattern, calculation of the gains of mobility 

is easy. On the other hand, by recognising that job movers and job stayers may have 
different wage growth structures, and that these growth structures may be affected 
by mobility, there is no simple way to calculate the gains from mobility. The choice

12 An empirical observation of the effect of this phenomenon (however not explained this way) 

can be found in e.g. Björklund and Holmlund (1989). They find that job change has no effect on 

wage levels in 1986, while job change has a positive effect on wage growth between 1984 and 1986.
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of which definition to use depends on the problem to be studied, and is a matter of 
convenience for the problem at hand.

The first two papers deal with how to measure and interpret wage gains due to 
mobility, while the third paper deals explicitly with the determinants of migration. 
Long distance migration is most likely associated with a change of jobs, and is more 
often made for labour market related reasons.13 Short distance migrations, on the 
other hand, might be motivated by other reasons, e.g. local taxes, housing standard 
and costs, the quality of publicly provided services, or other characteristics of the 
community of residence. Therefore, income prospects, pre-migration income and 
labour market characteristics might be more important in explaining long distance 
migration than short distance migration, while short distance migration might be 
explained by differences in e.g. local fiscal characteristics, or intangible qualities of 
the communities.

2 A Summary of the Papers

In the first and second papers, I have chosen to study employed individuals in 
gainful employment in both 1981 and 1991. In the third paper, the chosen sample 
consists of males aged 20 to 40 years old in 1981 who had taxable income from 
gainful employment every year from 1979 to 1990. The data set used in all three 
papers this study is the Level of Living Survey. The Level of Living Survey is a 
longitudinal survey of a cross-section of the Swedish population. For a presentation 
of this survey, see Eriksson and Åberg (1987).

Paper [I]: Job M obility, Wage Growth and Match Quality in Sweden

In studies on employer change, it is commonly assumed that productivity and 
wages are affected by job change only for those who actually change employer. In 
paper [I], I assume that productivity for workers remaining with their employer may

13Harkman (1988) found that, in a set of young unemployed, almost fifty per cent of migrations 

across county border were made for labour market reasons.
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also be affected by mobility.

The model in paper [I] has two sources of wage growth; wages grow because 
(a) the worker accumulates additional human capital, and (b) because the returns 

change on earlier accumulated human capital. The change in returns on earlier 
accumulated human capital is interpreted as productivity effects of job mobility. If 
matches with low returns on human capital, i.e. ’bad matches’, are terminated, 
the returns on earlier accumulated human capital could increase for job stayers, as 
marginal productivity increases when bad matches quit. Conversely, if the ’good 
matches’ quit, returns on earlier accumulated human capital should decrease for 
those who stay. Workers who change employer do so because the expected wage 
growth is higher with the new employer - he expects to be a better match at the 
new job. If turnover does not improve productivity, turnover may be seen as a sorting 
mechanism which ensures high wage growth to highly productive workers.

The general model in paper [I] is based on mobility affecting the average match 
quality for both job movers and job stayers, i.e. returns on human capital are 
allowed to change over time (with mobility) for both job movers and job stayers. 
The assumption that mobility has no effect on match quality, i.e. returns on earlier 
accumulated human capital is constant over time, is tested as a first special case. 
The assumption that mobility affects average match quality for job movers, but not 
for job stayers, is tested as a second special case. This is accomplished by allowing 
returns to earlier accumulated human capital to change for job movers, but not for 
job stayers.

I find that job movers have higher returns on human capital than job stayers, 
both before and after job switch. This would imply that job movers are generally 
better matches. If staying workers invest in job-specific skills, the returns on work 
experience should be higher for staying workers. Since there is no empirical evi
dence that returns on investment in work experience are higher for job stayers, I 
conclude that skills accumulated through work experience are transferable across 
firms. Improvements in match quality due to mobility is measured by increased
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returns on earlier accumulated human capital. I find that returns on human capital 

do not improve as a consequence of mobility. As returns on human capital do not 

improve either for job movers or for job stayers, I cannot refute that productivity 
is unaffected by labour market turnover. This means that wage growth patterns 

for job movers and job stayers are accurately described by wage paths A and C in 
Figure 2, while path B remains unidentified. Identifying path B in Figure 2, which 
is necessary to calculate individual gains from mobility, is left to paper [II].

Paper [II]: M ultiple Job Changes and Adverse Selection in the Swedish 
Labour Market

If individuals at the bottom end of the wage distribution are more likely to 
change jobs, this may have consequences for estimating the wage gain due to job 
mobility. In paper [II], I extend previous studies by assuming that the individual’s 
career history may signal to an employer the quality of the current and previous 
matches. Consequently, I simultaneously consider the effect of job change and job 
duration on wages and wage growth, while taking into account that these observed 
indicators of match quality partly depend on the individual’s past career decisions. 
I also acknowledge the fact that each job change should have an impact on wages, 
by allowing for multiple job changes.

I start by noting that wages and productivity are partly determined by an unob
servable factor, match quality, that describes the productivity of a specific employee 
at a specific job. Match quality depends on the characteristics of the employer and 
of the job, as well as on the individual’s career history.

At the same time, the individual’s career history may signal to an employer the 
quality of the current and previous matches. If an individual has a career history 

of many employer changes, and short job duration, this may signal to a prospective 
employer that the employee is ’low quality’ or unreliable. The employer wants to 
construct a payment scheme which increases the likelihood for good quality matches 
to survive, and bad quality matches to dissolve. A high wage and high wage growth 
will make fewer outside wage offers favourable for good quality matches, and hence
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good quality matches are not so likely to dissolve. A ’poor quality’ match is more 
likely to dissolve; employers may be more likely to lay off and/or withhold wage 
growth or other perks to poor quality matches, which makes more outside wage 
offers favourable. Match quality depends on career choices, which are the outcome 
of the utility maximising individual’s choices, and these career choices signals to the 
employer the quality of previous and current matches. As the employer’s assessment 
of match quality partly determines wages, both job change and job duration are 
treated as potentially endogenous. If low ability workers quit, this might mean that 
the potential wage gain from mobility is underestimated and the potential wage 
gain due to job duration might be overestimated, if potential endogeneity is not 
considered.

I find that each job change increases wage and income growth substantially. By 
comparing the estimates of parameters in a wage equation corrected for endogeneity, 
with the parameter estimates in a wage equation which is not corrected for endo
geneity, I also find that there is some evidence that job changers were adversely 
selected. Job duration has no effect on wage growth. There is no evidence that 
the returns to job duration are overestimated as a consequence of job stayers being 
mainly ’good matches’. I find no effect of job change on wage levels in 1991, i.e. 
other factors held constant, there is no difference in wage levels which is explained 
by the individual’s career history. In other words, the wage paths for job movers 
and job stayers look much like those in Figure 2.

Paper [III] : Determ inants of Long and Short Distance Migration in Swe
den

Paper [III] is a study of the importance of pre-migration characteristics, such as 

income, demographic factors and characteristics of the current municipality of resi
dence, on the decision to migrate from a municipality. The question to be answered 
is whether the determinants of migration differ between those who choose to migrate 
a short distance (within the county) and those who migrate long distances (across 
county border).
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In this paper, I study what factors determine long and short distance migration 

by using a ten year panel with individual observations on migratory behaviour, 
personal characteristics and information about the municipality of residence. These 
data allow me to assess the impact of personal characteristics, local labour market 

conditions and the local fiscal structure on long and short distance migration, while 
recognising the simultaneous and mutually exclusive nature of migratory choices.

Long distance migration is to a greater extent associated with job change. Fore
gone consumption possibilities if one moves is the income foregone at the current 
place of residence. Hence, pre-migration income should be important for the de
cision to migrate across county border. Long distance migration is thought to be 
determined by income and personal characteristics, and characteristics of the local 
labour market. Short distance migration, on the other hand, may be viewed as the 
household choosing a set of characteristics of the municipality of residence.

I find that a one per cent increase in pre-migration income decreases the proba
bility of long distance migration substantially. Pre-migration income has no effect 
on the probability of short distance migration. The degree of dependence on un
employment benefits is of importance for the probability of both long and short 
distance migration; the likelihood of migration increases as the dependence on un
employment benefits increases. Despite this, local labour market characteristics, 
such as the number of unemployed per vacancy or the availability of labour market 
programs, have no explanatory power for the decision to migrate. Number of years 
in school has a positive effect on long distance migration; a one per cent increase 
in schooling increases the probability of long distance migration by approximately 
three per cent. These results may be interpreted as if long distance migration is an 
action taken to increase earnings potential, while short distance migration is mainly 
done for other reasons, not due to perceived gains in earnings potential.
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