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ABSTRACT:

This dataset compilation from global labor force surveys sheds light on labor market dynamics, highlighting key patterns between wealthier and poorer nations.
First, it reveals that job-finding, employment-exit, and job-to-job transition rates are significantly higher in lower-income countries, where economic volatility and
informal sectors drive frequent employment changes. Second, the analysis finds that in poorer countries, employment stability increases markedly with tenure, with
high turnover rates primarily among short-tenure workers. Third, wage-tenure profiles are steeper in these countries, indicating that wage growth is more closely
tied to job tenure than to experience-driven wage progression overall.

These findings align with labor market theories incorporating endogenous separation mechanisms, such as job ladder and learning models, which explain why job
separations may operate differently across varying levels of economic development. Further data disaggregation reveals underlying factors, including economic
structure and labor regulations, that likely contribute to these contrasting separation dynamics. Additionally, the steeper wage-tenure profiles compared to wage-
experience profiles suggest that high separation rates among new hires contribute significantly to observed employment volatility.
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1. Introductions:

Labor markets play a fundamental role in economic development, affecting productivity, income distribution, and long-term growth. In recent decades,
economic researchers have increasingly focused on understanding how labor market dynamics particularly job-finding rates, employment-exit rates, and
job-to-job transition rates vary across different levels of economic development 1. A expanding experimental literature has assessed interventions aimed
at changing the job search behaviors of workers and firms, with the goal of enhancing outcomes like match quality. In development policy discussions,
there is also a strong emphasis on the need for low-income countries to address institutional failures and market inefficiencies that limit the private sector’s
capacity to create quality jobs essential for economic growth. This line of research seeks to identify how disparities in labor market stability and mobility
influence broader economic outcomes across countries, and how policies may reduce these disparities. Recent developments in the field of development
economics highlight dysfunctional labor markets as significant contributors to poverty 221, In macroeconomic development literature, there is a growing
concern that labor market barriers and distortions can lead to worker misallocation across regions, industries, or firms, thereby reducing GDP per capita.
Meanwhile, a surge in experimental research is assessing interventions designed to modify the job search behaviors of both workers and firms, aiming to
enhance job match quality ™. In policy discussions, it is widely held that low-income countries must address institutional failures and market
inefficiencies that prevent the private sector from creating quality employment opportunities essential for development 1, Despite this widespread interest,
there is as yet no consensus on which frictions are more severe in poor country labor markets. The search and matching literature offer a number of
theories with candidate frictions, but we lack systematic empirical evidence to evaluate which is the most promising. While recent work has developed
estimates of important cross sectional objects such as hours worked or the unemployment rate, the main limitation is that little is known about labor
market dynamics in poor countries. A expanding body of experimental literature has explored interventions aimed at changing the job search behaviors
of workers and firms, with the goal of improving outcomes like job match quality. Additionally, development policy literature emphasizes that low-
income countries must address institutional failures and market imperfections that hinder the private sector from generating more quality jobs essential
for economic development.

Despite this broad interest, there is still no consensus on the most problematic frictions in the labor markets of poorer countries [®. We focus exclusively
on urban areas for our benchmark results, though our findings seem even more pronounced in rural areas. Additional data from the poorest, predominantly
rural countries would be highly valuable, especially as evidence suggests that certain labor market patterns may differ in these regions. The search and
matching literature propose multiple theories regarding potential labor market frictions, yet systematic empirical evidence is still lacking to prioritize
these. Although recent studies have produced cross-sectional data on factors like hours worked and unemployment rates, significant gaps remain in our
understanding of labor market dynamics specifically within lower-income countries.
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1.1 Personal Web Pages Service

Labor market dynamics provide valuable insight into economic stability and individual career progression, serving as a basis for policies that promote
economic resilience and social welfare. In developing economies, where market instability often prevails, high labor market turnover can inhibit the
benefits of stable employment and cumulative wage growth. This study addresses critical gaps by presenting systematic evidence on labor market flows
across a large dataset, harmonized from rotating labor force surveys covering 42 countries with varying levels of economic development 8l These
countries, with per capita GDP ranging from less than $5,000 (e.g., the Philippines) to more than $30,000 (e.g., the United States), represent a
comprehensive spectrum of economic contexts.

The research builds on the foundational theories in labor economics specifically job ladder and learning models. Job ladder models suggest that individuals
continually assess job quality, often moving upward in search of better opportunities and wages, while learning models emphasize the role of trial and
error in employment matches, where both workers and firms evaluate the quality of a match over time 2. These theoretical frameworks are critical for
interpreting the empirical evidence on labor market turnover and wage growth across different economic settings.

1.2 Motivation for the Study

Prior research on labor market flows has largely focused on developed economies, often due to data limitations. For example, studies within the OECD
(Organization for Economic Cooperation and Development) countries highlight that richer nations typically experience lower labor market volatility,
higher job stability, and more structured career progression compared to poorer countries %12 |n contrast, labor markets in developing countries are
characterized by high turnover rates, which can impact productivity by reducing the incentives for firms and workers to invest in job-specific skills and
long-term matches.

Empirical evidence from developing economies, however, remains sparse and fragmented. This study fills this gap by compiling a harmonized cross-
country dataset that allows for consistent comparisons across a broad range of economic conditions 3. The dataset includes labor force status, job tenure,
demographics, and wage information for approximately 67 million individuals across multiple countries and years, providing robust data on labor market
transitions. The rotating panel structure of the data allows for longitudinal tracking of job stability and turnover patterns within individuals, contributing
to a nuanced understanding of how labor market dynamics evolve with tenure and economic development 1491,

Research Questions
This paper aims to address three core research questions regarding labor market dynamics:

1.  How do labor market flows vary across different levels of economic development? This includes examining the job-finding rate, employment-
exit rate, and job-to-job transition rates across countries with diverse economic profiles.

2. How does job tenure influence employment stability in varying economic contexts? The study analyzes how short and long tenures correlate
with job exit rates in richer versus poorer economies.

3. What are the wage-tenure and wage-experience profiles across different economic contexts? Specifically, the study investigates how wage
growth is associated with job tenure compared to overall work experience, and how these profiles differ between richer and poorer countries.

1.3 Key Findings and Implications

The analysis uncovers notable patterns, particularly that labor market flows are significantly higher in the poorest countries. Job-finding and employment-
exit rates are two to three times greater in these economies compared to the richest ones. Moreover, the study finds that high turnover in poorer countries
is predominantly among low-tenure workers, who experience sharp declines in employment stability with longer tenure. In addition, the research reveals
that wage-tenure profiles are steeper in poorer countries, where wage increases are more closely tied to job-specific tenure than to general work experience.
These findings suggest that poorer countries exhibit a higher degree of job mobility, reflecting the economic challenges and labor market uncertainties in
these regions.

1.4 Contribution to Existing Literature

The study contributes significantly to the existing literature by establishing empirical links between labor market dynamics and economic development.
It provides evidence supporting theories of endogenous separation, where job exits are often the result of mismatch in job quality or opportunity cost
discrepancies. The findings also underscore the role of labor market institutions, educational attainment, and informal employment in shaping these
dynamics !, By examining labor market flows in a wide range of economic contexts, this study not only enhances our understanding of cross-country
labor market differences but also highlights areas where policy interventions could stabilize employment and enhance wage progression in developing
economies.
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2. Labor Market Flows and Development

Labor market flows, such as the job-finding rate, employment-exit rate, and job-to-job transition rate, are significantly higher in poorer countries. These
flows are approximately two to three times greater than those observed in richer countries. For instance, in the poorest countries, frequent shifts between
employment statuses characterize the labor market, primarily due to economic instability and limited job security.

Higher job-exit rates in poorer countries reflect instability and the impact of external economic factors (¢!, By contrast, job-finding rates are comparatively
stable in wealthier nations, where economic conditions are more predictable.

3. Role of Tenure in Employment Stability

Tenure significantly impacts employment stability, with shorter-tenure workers in poorer countries exhibiting higher turnover rates. This is seen as a
contributing factor to the high separation rates, as individuals with limited job experience often face layoffs or voluntary exits due to job dissatisfaction
or limited growth opportunities.

The data suggests that as workers accumulate tenure, the likelihood of separation decreases markedly, aligning with theories that emphasize tenure as a
stabilizing force in the labor market (72,

4. Wage-Tenure and Wage-Experience Profiles

Wage-tenure profiles are steeper in poorer countries, where tenure is highly valued, and wage increases are more closely tied to job stability rather than
cumulative experience 8%, This trend indicates that staying in one role over time is rewarded more significantly than overall experience across multiple
roles, suggesting a limited job ladder effect.

In contrast, richer countries show flatter wage-tenure profiles, with more gradual increases. This may be attributed to structured career progression, where
cumulative experience, rather than role-specific tenure, plays a more vital role in wage growth.

5. Employment Hazard Functions

Employment hazards, defined as the probability of transition out of employment based on tenure, show that shorter-tenure workers in poorer countries
face more considerable risks of job loss or transition, aligning with the high job exit rates documented in these economies. This finding is consistent
across both public and private sectors, with private-sector jobs exhibiting slightly higher turnover in less economically developed regions.

6. Theoretical Implications

The findings are consistent with job ladder and learning models in labor economics:

6.1 Job Ladder Models:

In poorer countries, workers are more likely to move between jobs as they seek better opportunities, suggesting that upward mability through job
transitions is common. This model illustrates a continual assessment of outside offers, leading to higher turnover rates and greater job-to-job transitions
as workers climb the economic ladder

6.2 Learning Models:

These models are relevant in contexts where job match quality is uncertain. In poorer countries, frequent job transitions may result from limited initial

information on job fit, with both employers and workers learning over time. This dynamic drives higher separation rates, particularly for newer employees
whose match quality is still being assessed.

7. Cross-Country Comparisons and Labor Market Frictions
7.1 Labor Market Institutions:
Differences in labor market institutions such as employment protection, minimum wage policies, and social safety nets contribute to the observed

disparities 1%, Richer countries generally have well-defined labor market regulations that provide stability, while poorer countries often experience
high labor mobility partly due to weaker institutional frameworks.
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7.2 Impact of Informal Employment:

Informality is a significant factor in developing economies. High rates of informal employment reduce job stability, increase turnover, and limit the
benefits of cumulative experience ?. This dynamic is particularly pronounced in regions with limited social security or legal frameworks for worker
protection.

7.3 Policy Implications and Future Directions:
Policy interventions could address the frictions present in poorer labor markets by improving the quality of initial job matches, strengthening labor

protections, and supporting worker mobility through formal channels. These changes could potentially reduce high turnover rates, stabilize wage growth,
and enhance job security in developing economies.

8. Conclusion

The findings suggest that the dynamics of labor markets are closely tied to economic development levels, with poorer countries experiencing higher
turnover, lower employment stability, and steeper wage-tenure gradients. The study’s dataset, built from rotating panel surveys, provides robust cross-
country evidence that labor market characteristics vary significantly with development. Implementing policies to reduce labor market frictions in
developing economies could help stabilize employment and promote economic growth by creating a more predictable labor market environment.

This comprehensive review of the data and findings highlights the distinct nature of labor market dynamics across different economic contexts. It supports
the need for targeted policy interventions that can address these disparities and contribute to more equitable and sustainable labor markets globally.
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