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The paper in one slide
Summary

• Firm-level “on-the-job’’ training data from several (many) countries

a) Larger firms provide more training

b) More productive firms provide more training

c) Firms with lower labor share provide more training

→ The last two facts are novel (based on admin data from Mexico and China)

• Exploit this variation to understand the “on-the-job’’ training decision

– How it survives the hold-up problem

– Who really decides and pays for training (firm or workers)

• Main insights: combine model with data

✓ Training declining w/ labor share reveals large role played by firm decisions

✗ Training increasing w/ firm productivity is uninformative
(in qualitative terms)
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Assessment

Very nice and ambitious paper

• Important question

• Great combination of theory with empirical work

– Look at firm-level data from several sources

– Write simple model (Burdett-Mortensen) to provide:

a) Job to job movements (generates hold-up problem)

b) Endogeneous wage / labor share dispersion across firms

⇒ Analyze main trade-offs

– Quantitative model for quantitative work

• I have enjoyed (and learned) a lot reading it !!
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My discussion

• Comments on

1 Empirics and analytical model

2 Quantitative exercise
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Empirics and the Analytical Model



A. Connecting Model and Empirics
Model Predictions

• Returns to training for firmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirmsfirms:

– ∆ with TFP

- Complementarity of human capital and firm TFP

- Harder from other firms to poach workers
(ease the hold-up problem)

– ∇ with labor share

- Firms appropriate a lower share of the gains

• Returns to training for workersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkersworkers:

– ∆ or ∇ with TFP

- ∆ due to complementarity of human capital and firm TFP

- ∇ if opportunity cost of time more important than intertemporal returns

– ∆ with labor share

- Workers appropriate a higher share of the training gains
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A. Connecting Model and Empirics
Comments

1 Discriminating between models

– Positive correlation between training and firm TFP compatible with both
worker-led and firm-led training

⇒ Model discrimination based on labor share results

2 However, model correlation between wages and training not so clear

– Previous argument takes wages as given

– However, wages are endogenous

– Assume firms are heterogeneous on returns and/or costs of training

– High-return and low-cost firms are willing to

- Offer more training

- Offer higher wages to retain trained workers

⇒ This generates positive correlation between wages and firm training

⇒ May this revert the negative correlation emphasised by the authors?
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B. Labor Market Segments

• The most intriguing aspect of firm training is the hold-up problem

(a) Because workers may leave, lower expected return from training

(b) Training may increase the probability of workers leaving

→ Low incentives to train

• Why not look at direct evidence of this problem?

1 Compare labor market segments (industry×education, occupation, countries)

- Do labor markets with higher tightness show lower training rates?

- Do labor markets with higher job-to-job rates show lower training rates?

2 What is the relationship between firm training and worker turnover?

- In Spain, FT workers receive less training
Alba-Ramirez (1994), De la Rica et al. (2008), Cabrales et al. (2017)

- Other types of evidence?
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C. General or Specific Human Capital?

• Hold-up problem less severe when human capital is firm-specific

• Two reasons to suspect that training has a significant firm-specific
component

1) Some empirical papers argue that firm-specific human capital is important
Topel (1991), Dustmann, Meghir (2005), or Buchinsky et al (2010)

2) Training data

- Excludes formal education (MBAs, etc)

- Includes task-related learning schemes taught by co-workers

• This may be relevant for quantitative work
Lentz, Roys (2015) or Flinn, Gemici, Laufer (2017)

• Would it be tractable in this framework?
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The Quantitative Model



The Quantitative Model

• IdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdeaIdea: bring the qualitative insights from the first part to a proper
quantitative exercise

a) Discriminate between different versions of the theory
(who pays and decides training)

b) Perform counterfactuals
(training subsidies to different types of firms)

→ Excellent approach

• One thing is a little bit disappointing: too US-centric exercise

– The US calibration lacks data on firm training by firm characteristics
(only two firm size categories)

– Why not use the better data from China and Mexico?

→ Exploit labor share and productivity variation

→ More power to discriminate between different versions of the theory

→ More credible estimation of key parameters
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