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Finding the Right Fit: How Skill Mismatch Impacts Wage Growth (Job Market Paper)  

 

 I leverage a 2% sample of the German Social Security Data to study how wages change around different 

kinds of labor market transitions. The results are consistent with idiosyncratic matching at the occupation, 

but not the employer, level. For men, wages increase by .055 log points following a voluntary employer 

transition that does not involve an occupation transition and .101 log points following voluntary employer 

transition that does involve an occupation transition. I build a model where workers differ in their 

cognitive, manual, and interactive skills, which creates comparative advantage in certain occupations. I 

estimate this model and show that most of the wage gains for young workers following an occupational 

transition are due to improved matching of worker skill with occupation tasks, and not movements along 

an occupational ladder. Women also see 12% larger comparative advantage gains than men, suggesting 

the aggregate productivity gains from equalizing employment opportunities are underestimated by a pure 

absolute advantage model. 

 

 

 

 

 

 

 

Generalized Measurement Error and Occupational Misclassification 

 

Recent literature has emphasized the importance of changes in occupation, i.e. occupational mobility, for 

both personal and aggregate outcomes. Despite the abundant literature on occupational classification 

error, there is no mathematical formalization for how misclassification impacts occupational mobility 

estimates. This paper fills that gap by generalizing the classical notion of measurement error in a way that 

can be applied to changes in discrete classification. In this framework mobility probabilities are 

ambiguously biased, and I provide theoretical results giving conditions under which the bias can be 

signed. In this context regressions on the mobility variable will also be ambiguously biased. I apply these 

results to the Current Population Survey (CPS) and show that misclassification in occupation leads to 

overestimation of the occupational mobility rate, and rising measurement error leads to a spurious rise in 

raw occupational mobility estimates from 2005 onward. 
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