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Abstract

The mobility of workers from multinational enterprises (MNES) to other local firms is increasingly
recognized as an important externality mechanism. However. MNESs have strong incentives to curb this
mobility to prevent leakage of firm-specific assets (FSAS). This research note investigates the likelihood
and nature of such mobility patterns. Using longitudinal, matched employer-employee data for Sweden
with detailed information on individuals, establishments, and firms, we find that workers employed in
MNEs are more likely to leave their employers, compared to similar workers employed in non-MNEs
with similar characteristics. This effect is particularly strong for high-wage workers and managers.
While we find that workers who leave MNES are more likely to move to other MNES, our results identify
significant mobility toward start-ups, thus leading to important industrial dynamics in the host country.
We discuss the implications of these results for research on the externalities from MNEs, and
international business theory.
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INTRODUCTION

Labor mobility is one of the main ways through which experience and skills developed in multinational
enterprises (MNEs) may become available to other firms and help strengthen and develop their
capabilities (Castellani & Zanfei, 2006; Girma, Gong, Gorg & Lancheros, 2015; Girma, Gorg &
Kersting, 2019; Meyer & Sinani, 2009; Rojec & Knell, 2018). Because employees in MNEs are likely
to acquire specific skills and experiences that make them especially attractive on the labor market, one
could expect that MNE employees are more likely to leave their employers, than similar employees in
other types of firms. At the same time, the human capital of MNE employees is an important component
of firm-specific assets (FSASs), which creates strong incentives for MNEs to curb labor mobility, by
increasing the opportunity cost of workers leaving the firm to avoid dissipation of their intangible assets
(Fosfuri, Motta & Ronde, 2001). Indeed, MNEs are known to pay higher wages (Globerman, Ries &
Vertinsky, 1994; Heyman, Sjoholm & Tingvall, 2007; Hijzen, Martins, Schank & Upward, 2013; van
der Straaten, Pisani & Kolk, 2020), to engage in various human capital retention strategies pertaining to
both extrinsic and intrinsic incentives (Collings, Mellahi & Cascio, 2019; Kryscynski, Coff & Campbell,
2021, Tarique & Schuler, 2010; Tarique, Briscoe & Schuler, 2015), and to use measures like non-
compete clauses (Garber, 2013).

These competing forces leave us with the empirical question: are workers employed in MNEs more
likely than non-MNE workers to leave their firms? This research note addresses this question by
studying the likelihood of employee mobility, based on detailed Swedish, matched employer-employee
data for the period 2010-2014. In line with Campbell, Ganco, Franco and Agarwal (2012), we propose
that to fully understand this phenomenon, it is necessary to study also the nature of labor mobility. In
our empirical context, we first ask, “Who leaves the MNE?” and uncover the key characteristics of
workers that leave MNEs. Thereafter, we seek to ask, “Where do workers go when they leave?”. We
consider workers leaving a firm to (i) become an employee in another MNE (ii) become an employee

in an incumbent domestic (non-MNE) firm, (iii) join a start-up as an employee or entrepreneur.



Our results show that employees in MNEs are on average more likely to leave their employers when
compared with workers from non-MNEs with very similar characteristics. Additionally, we also show
that skilled workers with higher wages and engaged in higher-level occupations, such as managers, are
the most likely to leave MNEs. Finally, we find that MNE employees are much more likely than non-
MNE workers to move to other MNEs and start-ups.

Our study contributes to the literature that studies the externalities of foreign direct investments (FDI).
Several studies have highlighted the significant footprint that the recruitment of skilled workers from
MNEs leaves on the hiring firms' performance, in the form of productivity, exports, innovation, and
growth (Andersson & Klepper, 2013; Balsvik, 2011; Csafordi, Lérincz, Lengyel & Kiss, 2018; Gorg &
Strobl, 2005; Poole, 2013; Song, Almeida & Wu, 2003). Other studies stressed the important role played
by MNEs as anchor-tenant firms, whose local presence thickens factor markets by increasing the local
availability of workers with specific skills and experience, that would not be available or developed
without the presence of MNEs (Agrawal & Cockburn, 2003; Castellani, 2012; Giarratana, Pagano &
Torrisi, 2005). While this literature has highlighted the important contribution of MNE workers for the
hiring firms, it does not clarify whether this type of mobility is a common pattern or a relatively rare
event among MNE workers. Our results show that employee mobility from MNEs is not a rare
phenomenon: MNE workers are more likely than similar workers in non-MNEs to leave their firms.
Moreover, we show that this is especially true for managers and highly paid workers: this implies that
not only is mobility from MNEs a relatively common occurrence, but it also involves employees with
very high levels of human capital, hence adding to its relevance as an externality mechanism. Finally,
through our findings we demonstrate that there is a significant flow of MNE workers moving to start-
up firms, a channel of mobility that to our knowledge, has not been fully explored by the existing
literature.

Our findings also contribute to the literature that studies the relationship between FSAs in MNESs, human
capital and employee mobility. Building on the resource-based view of the firm, it has been highlighted
that to contribute to MNES' FSAs, human capital should be highly firm-specific and provide limited
value outside the MNE. Conversely our results are consistent with the view that the human capital of

MNE workers is instead very attractive for other firms, and hence transferable. In this respect, our results



provide some confirmation of recent theorizations of MNESs, which point out that MNES’ competitive
advantages build to a large extent on asset orchestration (Lessard, Teece & Laih, 2016; Pitelis & Teece,
2018) and FSAs emerge from the combination and re-combination of proprietary assets (such as
technology, marketing capabilities, and managerial routines) with some key transferable abilities like
human capital, possessed by the employees (Narula & Verbeke, 2015; Narula, Asmussen, Chi & Kundu,
2019). Human resources hence lead to a competitive advantage when they can be usefully combined
with other capabilities that enable the firm to effectively orchestrate them for productive use (Collins,
2021; Helfat, 1994; Huckman & Pisano, 2006; Teece, 2011). According to this perspective, human
capital is only one component of a bundle of assets orchestrated by the MNE, and employee mobility
may not undermine the FSAs of MNEs, even if relevant expertise and knowledge leak out when
employees leave the firm.

The remainder of this research note is organized as follows. Section 2 presents the data and methodology
that are used in the empirical analysis. Section 3 presents the econometric results, while Section 4
discusses the contribution of our analysis. We highlight that our study can inform research on MNE
externalities, the policy-making discussion on the potential impact of attracting and fostering MNE
activity, and international business (IB) research on human capital as a source of FSAs, and knowledge

leakage through worker mobility.

DATA AND METHODOLOGY

Data

We empirically investigate the likelihood and nature of worker mobility by exploiting a compilation of
several databases maintained by Statistics Sweden. Mobility at the individual level is measured through
the Register for firms and establishments dynamics (FAD), which allows us to track employees in a firm

over time. This data is combined with the Longitudinal Individual database (LISA), which provides a



wide array of individual-level variables such as employment status, occupation, education, gender, age,
family conditions, income, and several others. Firm-level variables are obtained from the Structural
Business Statistics (FEK). The variables in the FEK database include employment, turnover, value-
added, profits, and sector of operation. To identify an MNE we used the Register of Company Groups:
from these data, we can distinguish between Swedish-owned firms that have affiliates abroad (Swedish
MNES) and foreign-owned companies with affiliates in Sweden (Foreign MNES). In our analyses, we
consider both types of companies as MNEs, regardless of their ownership." However, in our empirical
analysis, we will also check whether relevant differences between Swedish and Foreign MNESs exist
when it comes to the mobility of their employees. Finally, firm-level exports and imports are taken from
the Foreign trade in goods database (UHV). All these databases include a unique firm identification

number, which allows dataset mergers.

Our sample includes all individuals in Sweden between 25-60 years of age with the status of “employee”
at a company with at least ten employees within the private sector. This means that we have excluded
individuals who receive unemployment benefits from the government in both year t and t+1, and civil
servants employed in public institutions or state-owned enterprises. Moreover, we restrict our dataset to
workers who have earned an annual income above the 100,000 SEK (10,000 USD) threshold, to exclude
workers that may have some wage income, but are weakly connected to the labor market (Antelius &
Bjorklund, 2000). The dataset also excludes individuals engaged in agriculture and the army. Last, we
include only individuals who have had at least a two-year tenure at a firm. The Swedish labor market
regulation allows firms to hire employees on a fixed-term employment contract for a maximum of two
years. By only including individuals with more than two years of tenure at the same firm, we can safely
assume that the decision to leave the firm is not due to the termination of short-term employment. The
dataset has yearly data from 2010 through 2014. The total number of individuals included in our analysis

is 1,295,339, which results in 4,004,227 observations.

Variables and Methodology



To analyze if the likelihood that an employee leaves an MNE is different from the likelihood that a

similar employee leaves a non-MNE, we estimate the following logit model:

eX'B

OIX) = AX'B) = ——75 1)

where the dependent variable y is equal to one if an employee changes employer between year t and t+1,
and zero otherwise. Since the focus of this research note is on the mobility of employees across firms,
we ensured to avoid the possibility that an employee changes employer but remains within the same
group." The operator A denotes the logistic distribution.

Our main explanatory variable is a dummy which indicates whether in year t the individual is employed
by a firm that is part of a multinational group (Swedish or Foreign-owned). Unfortunately, the
nationality of foreign multinational owners cannot be identified; hence we cannot distinguish between
MNEs from advanced or emerging countries, a distinction that could provide additional, interesting
insights for our analysis. We control for many individual-level characteristics such as age, gender,
number of children, years of education, occupation, and salary, to capture as much individual
heterogeneity as possible. Most importantly we are also able to identify individuals with a long tertiary
education (more than three years), and those with a Science, Technology, Engineering and Mathematics
(STEM) education. We also create three dummies for managers, professionals, and technicians, using
the International Standard Classification of Occupations (ISCO) occupation classification, keeping blue-
collar workers as our baseline. We include tenure at the same firm, measured as the number of years
that an employee has worked for the firm. We also created a variable that measures the number of prior
moves of each employee in the last five years. As more mobile employees may self-select into a specific
type of employment, such as jobs at MNEs, it is important to reduce the possible impact of such self-
selection on the propensity of MNE workers to leave their firms.

As for firm-level variables, we use a vector of controls which include: firm and group size (humber of
employees); industry (using a set of three-digit dummies); and variables that allow us to measure the

“quality” of a firm, such as value-added, sales, number of employees, level of internationalization



(whether the firm exports or imports), and the share of R&D managers in the total labor force, the share
of STEM-educated workers and of employees holding PhDs'". These last three variables should proxy
for the innovativeness of the companies and their overall knowledge capabilities. We also create a
dummy variable that indicates whether a firm exits the market in year t. This allows us to account for
the fact that some job switches may not be voluntary but rather driven by the need to find another job in
response to firm closures. Since we exclude individuals who are unemployed in year t+1, it is quite
likely that we capture mostly voluntary moves, rather than layoffs. Last, we include a measure of the
number of people employed in the same labor market region where the individual works (excluding the
number of individuals employed in the same firm).V A full list of variables with a brief description and
the source database is provided in Table Al in the Online Appendix. In all our estimations, standard
errors are robust to heteroskedasticity. For robustness purposes, we will also test our model on two sub-
samples: i) individuals with a long (more than three years) tertiary education and ii) individuals with
tertiary education in a STEM discipline. Results on these sub-samples are available in the Online
Appendix.

We empirically investigate the nature of labor mobility by studying, a) which characteristics of workers
are more strongly associated with the probability of leaving an MNE, via an interaction of the MNE
dummy with all variables included in the vector X, and b) which firms workers are moving to. To test
for the latter, we identify different types of mobility by creating a new dependent variable that takes the
value of zero if in year t+1 an employee stays in the same firm (baseline category); the value of one if
an employee moves to an MNE; value of two if they instead move to a non-MNE incumbent (already
existing) firm; and a value of three if they move to a start-up firm as an employee or entrepreneur.” We
define start-ups as firms that did not exist in year t and have hence been founded between year t and
t+1. We use a multinomial logit model to estimate the probability of leaving a firm and joining either

of these types of firms. The independent variables and the sample used are the same as in equation (1).

ECONOMETRIC RESULTS



Figure 1 compares MNE and non-MNE firms in the Swedish economy. MNESs are on average less likely
to experience outflows of workers. The more detailed descriptive statistics presented in the Online
Appendix (Tables A.2 and A.3) show that on average 5.6% of workers leave MNES every year vs. 7.5%
leaving non-MNEs. It is also clear that MNES are different from other firms in many respects, e.g., they
are larger, more productive, more likely to export, less likely to exit the market, pay higher wages,

employ more workers with higher education, and engaged in relatively higher-level occupations.

INSERT FIGURE 1 ABOUT HERE

Because of these differences, it is important to control for all relevant firm- and individual-level factors
that may influence employee mobility. The econometric analysis presented in this section allows us to
compare the mobility of individuals with similar characteristics who work in firms with very similar

features; employment in an MNE being the only major difference.

The likelihood of MNE employees’ mobility (baseline model). In Table 1 we present the main results
from the estimation of equation (1), which allow us to investigate what determines the likelihood of
mobility from MNESs. The point estimates reported in the table are odds-ratios, hence a value lower
than one implies a negative effect of an independent variable on the probability to move, and vice

versa for values higher than one.

INSERT TABLE 1 ABOUT HERE

The results suggest that workers indeed differ in their propensity to change jobs. Female workers are
less likely to move. Younger workers and those with shorter tenures at their firms are more likely to
leave, while workers with children tend to move less. The number of years of education, especially when
workers have social science degrees, is positively associated with mobility, while workers holding PhDs

are less mobile. Some individuals also have an innate propensity to change jobs. The number of job



moves in the past five years is positively associated with the probability to leave the firm. Finally,
mobility is markedly higher among workers with higher-level occupations, such as managers,
professionals, and technicians.

A distinct result in column (1) is that workers employed in MNEs are less likely to change employers.
The estimated effect is substantial: conditional on worker-level characteristics, MNE workers are 27.3%
less likely to change employers compared to workers in non-MNEs. In this respect, this model confirms
the overall patterns reported in Figure 1.

However, when we add firm-level characteristics, the results change dramatically. Results in column
(2) reveal that certain firms do experience lower mobility of workers. These are larger, more productive"
and vertically integrated”" firms, that have a higher share of R&D and are engaged in importing and
exporting activities. Once we control for these factors the MNE dummy turns positive. That is, workers
at MNEs are more likely to switch to another employer. As can be seen in Table A.4, this result also
holds for workers with longer university education, and those with STEM degrees. The order of
magnitude of the effect is sizable and rather stable across specifications, suggesting that MNE workers
are approximately 40-50% (according to the sub-sample of workers) more likely to leave their firms,
relative to workers with similar characteristics working in similar firms, but which are not part of a
multinational group.

Column (3) replicates column (2) but checks whether the results are robust to the fact that MNE workers
may be more skilled before they joined the MNE, by adding the average of their high school grades
(Grade Point Average) as an additional control variable. The inclusion of grades reduces the number of
observations by more than 30% and makes the estimated effect of the MNE dummy slightly larger,
implying that the results without grades are more conservative.

These results suggest that the difference in mobility between MNE and non-MNE employees (Figure 1
shows that mobility is lower from MNESs), has nothing to do with the fact that these firms are MNEs.
Instead, mobility from MNEs is low because MNESs are large, more productive, and successful. When
we account for the relevant confounding factors, our results show that workers in MNEs are more likely

to leave, compared to similar workers employed in non-MNEs.



Robustness analysis. To probe the robustness of the baseline results in Table 1, we test whether the
positive influence of working in MNEs on employee mobility is: i) different between domestic and
foreign MNEs and ii) driven by high mobility from firms that recently became MNEs through
acquisitions. We also control iii) for the growth in salary between year t and t+1 to account for the fact
that workers leaving MNEs may be offered higher wages (Sofka, Preto & de Faria, 2014). As shown
in Tables A.5, A.6, and A.7, our baseline results are robust to these additional controls. It is worth
noting that the positive effect for Foreign MNEs is significantly higher than for Swedish MNEs, even
if workers in Swedish MNEs are still significantly more likely to leave their firms than other similar
workers employed in similar non-MNE firms. This is consistent with the idea that Foreign MNEs can
indeed be an important source of externality for the local economy, by providing significant

opportunities for local firms to hire highly valuable skilled workers.

Who leaves the MNE? To investigate which types of workers are more likely to leave an MNE, we
interact the MNE indicator with all the individual-level variables; this allows us to identify whether
the effect of each of these characteristics is different between MNE and non-MNE employees. We are
especially interested in the variables that identify high-wage workers, employees with managerial
occupations, professionals, and technicians.

In Table 2 we present the interacted coefficients for our main variables of interest, while in the Appendix
we report all the coefficients of the interacted model (Table A.8). It is evident from these results that all
the interacted odds ratios of highly qualified occupations (managers, professionals, and technicians) and
wage variables are positive. Among MNE workers, managers are by far more likely to move. High-
wage workers, irrespective of their position within the firm, are also quite likely to move, but the odds
ratio is lower than for managers. The difference in the probability to leave an MNE is indeed sizable:
managers of MNESs are 37% more likely to leave their firms than other managers with similar individual
characteristics working in similar non-MNE firms. This percentage reaches 46% among managers with

STEM degrees (see column (3) of Table A.8).

INSERT TABLE 2 ABOUT HERE
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Where do workers go when they leave? To test for the direction of MNE workers' mobility, we estimate
a multinomial logit model as described in the previous section. In Table 3 we report the results from a
multinomial logit regression estimated on a restricted sample, using only individuals with a long tertiary
education. Table 3 is based on knowledge from Table A.4 that the results are not sensitive to the choice
of worker subsample, and from Table 2 that high-level employees are more likely to leave MNEs. This
also allows us to overcome some convergence and computational issues that we experience with the
application of multinomial logit on the whole sample. Reducing the sample to tertiary-educated workers
makes computation much easier. In Table A.9 we also report estimates for individuals with a STEM

degree.

INSERT TABLE 3 ABOUT HERE

MNE employees are much more likely to move to other MNEs than non-MNE workers with similar
individual characteristics and who work for similar firms. The odds ratio of 1.87 implies that MNE
workers are 87% more likely to move to other MNEs relative to non-MNE workers. This is consistent
with the notion that the skills accumulated within MNEs have a significantly higher value for other
MNEs. However, MNE workers are also more likely to move to start-ups relative to non-MNE workers.
The magnitude of this effect is also startling: MNE workers are 25% more likely to move to start-ups
than non-MNE workers. Last, MNE workers are also more likely than non-MNE workers to move to
incumbent firms, although the magnitude of this propensity is smaller. Notably, when we focus on
STEM workers only (Table A.9), MNE workers are 31% more likely to join a start-up, 69% more likely

to join other MNEs, and only 7% more likely to join other incumbents.

DISCUSSION
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Relying on detailed Swedish, matched employer-employee data for the period 2010-2014, we find that
employees in MNEs are on average more likely to leave their employers, than employees with similar
individual characteristics working in similar, non-MNE firms. We also show that workers with higher
wages and in higher-level occupations, such as managers, are the most likely to leave MNESs compared
to similar workers in non-MNEs. These results are consistent with a well-established literature that
shows that MNEs are better managed than non-MNEs (Bloom & Van Reenen, 2010; Bloom, Genakos,
Sadun & Van Reenen, 2012), and that managerial capabilities are transferable to other firms through the
inter-firm mobility of high-level workers, such as managers (Bloom et al., 2019). Managerial
capabilities—which refer both to individual-level competences (such as skills to lead international teams
spanning various languages and cultures) and firm-level management practices (such as performance
management systems or organizational design)—can thus reflect human capital that is valuable for other
organizations. MNE managers can be attractive for other firms because they are in a better position to
develop relatively rare skills. Managers are involved in a broad set of decision-making tasks, which
involve leadership, coordination, and communication skills and are difficult to codify. In contrast,
knowledge and skills acquired by manual workers can be taught quickly either through codified manuals
or short training sessions (Lecuona & Reitzig, 2014). Managers of MNEs face the challenge of managing
a complex organizational structure that requires consistency in the practices and procedures for
technologies, accounting, and goal setting across geographically dispersed units (Almeida & Phene,
2004). The transferability of the human capital of managers and other high-level workers, who are
sometimes referred to as “star employees”, has been questioned by studies on individual workers’
performance after a move (Bidwell, 2011; Groysberg, Lee & Nanda, 2008; Groysberg, McLean &
Nohria, 2006; Groysberg, Sant & Abrahams, 2008). However, recent empirical evidence suggests that

managerial human capital is indeed transferable (Sofka et al., 2014).

We also find that MNE workers are much more likely than non-MNE workers to move to other MNEs
and start-ups. These findings are in line with the person-organization (P-O) fit literature (Cable &
Edwards, 2004; Kristof, 1996; Raffiee & Buyn, 2020). MNE employees are particularly sought-after by

organizations with a high degree of similarity or complementarity due to the array of skills that the
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employees develop during their tenures at the MNE. This implies that MNE workers will be more likely
to join other organizations that share similar challenges and routines (similarity effect), like other MNEs.
They may also gravitate toward organizations, such as start-ups, which typically lack managerial skills
and have lower organizational inertia which helps leverage external managerial resources

(complementarity effect).

CONCLUSIONS

Our results have important implications for the literature on externalities from MNEs, and international
business theory. First, while previous studies have pointed out that the mobility of skilled workers is a
relevant mechanism to transfer benefits to the local economy (Andersson & Klepper, 2013; Balsvik,
2011; Gorg & Strobl, 2005; Liu, Lu & Zhang, 2014; Lodefalk & Gidehag, 2016; Poole, 2013), the extent
to which these workers leave MNEs to join other firms has not been fully understood. In demonstrating
a higher likelihood of mobility of MNE employees, our results reveal that in a local context, this may
lead to more opportunities for local firms to hire highly skilled workers, particularly those with
managerial competence, who can contribute significantly to the performance of the hiring firms. One
implication of our results—which is consistent with Holm, Timmermans, @stergaard, Coad, Grassano
and Vezzani (2020)—is that these patterns of mobility disproportionally benefit other MNEs. Hence the
actual externality for local domestic firms may be limited. However, on the bright side, our results also
show sizable mobility toward start-ups. This result relates to the broader literature on entrepreneurship
that focuses on the role of established large businesses as the origin and source of new successful firms
(Agarwal, Echambadi, Franco & Sarkar, 2004; Andersson & Klepper, 2013; Klepper, 2009). This
literature emphasizes that large resourceful firms are breeding grounds for new high-quality
entrepreneurs. Our results suggest that MNEs may also be important breeding grounds for high-level
employees that can feed start-ups with the human capital they require for scaling-up and growth. This
potential indirect link between the presence of MNEs and industrial dynamics in the form of start-ups
has not been fully explored in extant literature.

Second, this study adds to our understanding of the relationship between FSAs in MNEs and employee

mobility. A key argument in IB theory is that MNEs have FSAs, which consist of superior capabilities
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and resources compared to other firms (Dunning, 1977; Narula et al., 2019; Rugman & Verbeke, 2003).
Employees in MNEs can therefore be expected to acquire valuable knowledge, skills, and experiences
that are difficult to develop in other types of firms. This relates to the idea, well-rooted in a resource-
based view of the firm, that human resources can be a source of firms' sustained competitive advantage.
In strategy research, this corresponds to the view that human capital can be a source of firms’ sustained
competitive advantage to the extent that workers can be prevented from bringing their valuable skills,
and experiences to rival firms (Campbell et al., 2012; Coff, 1997). This creates an incentive for firms to
have their workers develop firm-specific rather than general human capital (Becker, 1964; Coff, 1997;
Wang, He & Mahoney, 2009)"" and, “strategy scholars have often eschewed the notion of general
human capital as a source of comparative advantage” (Kryscynski et al., 2021: 405). By following this
logic, to contribute to MNEs” FSAs, human capital should be highly firm-specific and provide limited
value outside the MNE. Hence, MNE workers would not be very attractive for other firms, implying
that employee mobility should be lower in MNEs compared to other firms.

However, our results suggest the opposite: MNE employees are more likely to leave, than employees in
other types of firms. This is consistent with the idea that MNE workers, managers in particular, are in a
better position than employees in other firms to develop transferable skills, such as knowledge of state-
of-the-art production technology, IT systems, managerial capabilities—including skills to lead
international teams spanning various languages and cultures—and experience of coordination of
production and global sales in geographically dispersed organizations (Bakhshi, Downing, Osborne &
Schneider, 2017; Nesta, 2019). These skills constitute general human capital to a large extent, and are
extremely valuable for other firms (Sofka et al., 2014). Then the question is, how general and
transferable skills can be reconciled with the fact that MNEs rely on FSAs which are supposed to be
difficult to transfer between firms.

As noted by Campbell et al. (2012), the very notion of general human capital must be reconsidered from
contemporary perspectives based on the resource-based view of the firm. These theorizations highlight
that firms have unique portfolios of resources and capabilities, and are increasingly becoming
orchestrators of a wide range of complementary assets (Teece, 2016). From this perspective, human

resources lead to a competitive advantage when they match with other capabilities that enable the firm
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to effectively orchestrate them for productive use (Collins, 2021; Helfat, 1994; Huckman & Pisano,
2006; Teece, 2011). This view recognizes that asset orchestration is becoming necessary for sustaining
MNESs’ competitive advantages (Lessard et al., 2016; Pitelis & Teece, 2018); and that FSAs increasingly
stem from the combination and re-combination of proprietary assets (such as technology, marketing
capabilities, and managerial routines) with some of the abilities possessed by employees (Narula &
Verbeke, 2015; Narula et al., 2019). This line of argument supports the view that human capital is only
one component of a bundle of assets orchestrated by the MNE, and employee mobility may not deplete
FSAs, even if the relevant knowledge and experience leak out when employees leave the MNE.

Third, and related to the above, our results align with emerging views in the literature that suggest that
some knowledge leakage due to employee mobility is unavoidable and that MNEs should develop
strategies to exploit potential benefits associated with employee mobility. Instead of engaging in
defensive actions for minimizing mobility, firms may need to adopt a more relational approach and
leverage the benefits that employment mobility can bring in terms of access to clients, and the
opportunity to generate goodwill assets (Inkpen, Minbaeva & Tsang, 2019; Minbaeva & Collings,
2013). Indeed, this may be particularly true in the case of mobility toward start-ups. Inkpen et al. (2019:
254) propose that “if employees leave to join a co-operator, there may be significant merit in maintaining
relationships with those employees”. For example, consulting firms invest in their alumni networks with
the goal of “maintaining links, building potential working relationships with the new firms, and
exchanging knowledge”. Giarratana et al. (2005) discuss the cases of several MNEs, like Lotus,
Siemens, and Texas Instruments, whose employees have left their companies to exploit their
knowledge—mainly of organizational and managerial practices, or more generally “business sense”—
and founded or joined start-ups in Ireland and India. These workers maintained close collaborative ties
with their former employers, and these links with former employees also acted as some kind of
“monitoring device” that allowed the MNE to know in advance when a new company was engaging in
something promising (Giarratana et al., 2005). Similarly, Brewster and Connock (1985) refer to the
“networking” concept adopted by Rank Xerox more than three decades ago, which offered contracts to
limited liability companies formed by former employees. These workers were even offered training to

help them develop marketing, sales, and IT skills: these networking contracts were designed in a way
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that the workers would not work more than half their time on Rank Xerox business, so that their

independence was maintained.

Our empirical analysis is not free from limitations. First, while focusing on Sweden allows us to rely on
very rich and detailed data on a large number of individuals and firms for several years, the specificities
of the country may limit the generalizability of our results. Sweden is a relatively small country, where
the share of employment in MNEs is quite high, along with the education level of the workers, and the
number of start-ups. These features are certainly not unique, but they could in some way affect our
results. However, one may also point out that human capital in Sweden is quite well developed and
managerial capabilities are relatively advanced in non-MNEs too (Bloom et al., 2012), so local firms
may perceive less of a need to hire MNE workers to access to high-quality skills. It may well be that,
for example, emerging markets” MNEs operating in Sweden—which we cannot control for, since we
lack information on the country of origin of the foreign MNEs—nhave similar or even lower capabilities
than domestic firms. From this perspective, we posit that our results could be interpreted as a lower
bound, and in other contexts, with less advanced human capital, the contribution of MNEs to the supply
of high-skilled workers may even be higher. Second, our empirical design is unable to distinguish
different types of worker-firm separation. We lean toward the interpretation that workers leave for
greener pastures, but we cannot exclude layoffs. We take this into account in our empirical analyses by
excluding workers transitioning into unemployment, controlling for firms that exit the market, and
identifying MNEs that have recently changed owners, and hence more likely to restructure their
workforce. Our results seem to be robust, but more precise information on the motives of workers
leaving the MNE would allow a finer analysis. Third, even in the case of voluntary mobility, we are
unable to discern either the workers’ motivations for leaving the MNE, or the motivations of local firms
to hire them. We have argued that our results are consistent with the idea that MNE workers accumulate
transferable skills that are valuable for the hiring firms, but we are unable to measure whether these
skills are accumulated, or if they are transfered. An alternative explanation could be based on a signaling
argument. MNE workers may be “basking in their firm’s glory” or, signaling individual capability by

the mere fact of their previous employment in an MNE. Notably, if this was the case, other firms would
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still attempt to recruit MNE workers, perhaps without realizing positive externalities.* Fourth, and
related to this last point, the view of this research note is that mobility of skilled workers in high-level
occupations is positive for the receiving firms. However, these workers come at the cost of a higher
wage (Becker, Driffield, Lancheros & Love, 2020; Sofka et al., 2014), so the effective economic success
of local incumbents and start-ups hiring MNE employees may not necessarily translate into higher
performance or survival. A natural extension of this work is to investigate this issue from the perspective
of local firms, with special reference to the contribution of managers and high-level employees with

MNE experience, to start-ups' growth and economic success.
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Figure 1. Percentage difference in the mean value of individual characteristics of workers employed
in MNEs vs. non-MNEs 2010-2014.
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Table 1. Probability of leaving the current firm (only individuals with tenure longer than two years at
the same firm): Logit estimation

1) (2) 3)
All workers All workers All workers
Odds p- Odds p- Odds p-

VARIABLES ratio se value ratio se value ratio se value
MNE 0.88 0.00 0.00 1.40 0.02 0.00 144 0.02 0.00
Individual-level variables

Grade - - - - - - 1.00 0.00 0.52
Gender 094 0.01 0.00 0.95 0.01 0.00 0.96 0.01 0.00
Age 097 0.00 0.00 0.97 0.00 0.00 0.97 0.00 0.00
Children 1.08 0.00 0.00 1.09 0.00 0.00 1.09 0.01 0.00
Education 1.05 0.00 000 1.05 0.00 0.00 1.08 0.00 0.00
PhD 0.84 0.02 0.00 0.86 0.02 0.00 0.79 0.02 0.00
STEM 1.03 0.01 000 104 001 0.00 1.04 0.01 0.00
Social Science 1.06 0.01 000 1.06 0.01 0.00 1.04 0.01 0.00
Tenure 094 000 000 094 000 0.00 094 0.00 0.00
InWage 1.04 0.01 000 1.09 0.01 0.00 1.04 0.01 0.00
Manager 135 0.01 000 1.32 0.01 0.00 126 0.01 0.00
Professional 134 0.01 000 1.40 0.01 0.00 1.30 0.01 0.00
Technician 132 0.01 000 1.35 0.01 0.00 1.27 0.01 0.00
Prior Moves 1.12 0.00 000 1.12 0.00 0.00 1.10 0.00 0.00
Firm-level variables

InFirmEmployees - - - 1.18 001 0.00 119 0.01 0.00
InGroupEmployees - - - 0.95 0.00 0.00 094 0.00 0.00
InValueadd - - - 0.84 000 0.00 0.84 0.01 0.00
Share of R&D Managers - - - 0.53 0.17 0.04 049 0.17 0.04
Share of STEM - - - 0.92 0.02 0.00 0.90 0.02 0.00
Share of PhD - - - 0.97 0.09 075 0.81 0.08 0.05
Exporter - - - 0.96 0.01 0.00 0.96 0.01 0.00
Importer - - - 0.90 0.01 0.00 0.90 0.01 0.00
InSales - - - 1.00 0.00 098 0.99 0.01 0.07
Exit - - - 4.98 0.04 0.00 4.62 0.05 0.00
InRegionSize 1.07 0.00 0.00 1.07 0.00 0.00 1.08 0.00 0.00
Y2010 1.05 0.01 000 1.03 0.01 0.00 1.04 0.01 0.00
Y2011 092 0.01 0.00 0091 0.01 0.00 0.92 0.01 0.00
Y2012 0.89 0.01 0.00 0.87 0.01 0.00 0.86 0.01 0.00
Y2013 093 0.01 0.00 0.93 0.01 0.00 0.93 0.01 0.00
3-digit industry dummies YES YES YES YES YES YES YES YES YES
Constant 0.07 001 0.00 043 0.05 0.00 042 0.07 0.00

3,742,84 3,625,91 2,443,42

Observations 2 6 6



McFadden’s Pseudo R-

squared 0.07 0.09 0.08
Log-likelihood -820,379 -772,218 569,010
Chi-squared 108,864 151,744 97,909

Note: All regressions include three-digit industry dummies.
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Table 2: Logit estimates of the MNE-effect interacted with individual characteristics (workers in the
private sector with longer tenure than two years)

1)

All workers
VARIABLES Odds ratio se  p-values
MNE x Gender (female) 1.12 0.01 0.00
MNE x Children 1.04 0.01 0.00
MNE x PhD 0.84 0.06 0.02
MNE x STEM 1.01 0.01 0.46
MNE x Social Science 1.06 0.01  0.00
MNE x Manager 1.37 0.03 0.00
MNE x Professional 111 0.02 0.00
MNE x Technician 1.14 0.02 0.00
MNE x Age (avg) 0.99 0.00 0.00
MNE x Education (avg) 1.00 0.00 057
MNE x Tenure (avg) 0.99 0.00 0.00
MNE x InWage (avg) 1.25 0.02 0.00
MNE x Prior moves 0.93 0.01 0.00
Observations 3,625,916
McFadden’s Pseudo R-squared 0.09
Log-likelihood -770,569
Chi-squared 153,668

Note: Each estimation includes the same set of controls as in column (2) of
Table 1 and they are all interacted with the MNE dummy. The complete set
of estimates is available in Table A.9. All regressions include three-digit
industry dummies, but are not reported.
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Table 3. Mobility to different types of firms (only tertiary educated employees with tenure longer than
two years): Multinomial logit estimation

1) ) @)
Other MNEs Incumbent Start-up
Odds p- Odds Odds p-
VARIABLES ratio se value ratio se p-value ratio se value
MNE 187 005 000 118 0.04 0.00 1.25 0.08 0.00
Gender 1.03 001 002 109 0.01 0.00 0.71 0.02 0.00
Age 096 000 000 098 0.00 0.00 1.00 0.00 0.06
Children 1.09 001 000 099 0.01 0.40 1.03 0.03 0.24
Education 104 001 000 1.04 0.1 0.00 099 0.02 041
PhD 080 003 000 116 0.06 0.00 1.12 011 0.26
STEM 125 004 000 1.02 0.03 0.61 0.85 0.05 0.01
Social Science 121 004 000 127 0.04 0.00 095 0.06 0.40
Tenure 094 000 000 095 0.00 0.00 0.96 0.00 0.00
InWage 124 002 000 070 0.01 0.00 1.28 0.04 0.00
Manager 148 004 000 114 0.03 0.00 1.47 0.08 0.00
Professional 147 003 000 116 0.02 0.00 1.23 0.06 0.00
Technician 144 003 000 1.06 0.02 0.01 1.11 0.05 0.04
Prior moves 1.06 001 000 1.07 ©0.01 0.00 1.11 0.02 0.00
InFirmEmployees 118 001 000 117 0.02 0.00 1.13 0.03 0.00
InGroupEmployees 093 000 0.00 097 0.00 0.00 0.95 0.01 0.00
InValueadded 089 001 000 094 0.01 0.00 0.87 0.02 0.00
Share of R&D
managers 055 027 022 018 0.12 0.01 1.83 2.01 0.58
Share of STEM 127 005 000 077 0.04 0.00 0.89 0.08 0.20
Share of PhD 050 008 000 089 0.16 0.51 0.49 0.18 0.05
Exporter 103 002 006 08 0.02 0.00 0.90 0.03 0.01
Importer 093 003 0.04 076 0.03 0.00 0.88 0.07 0.09
InSales 097 001 000 092 0.01 0.00 095 0.02 0.02
Exit 363 007 000 299 0.07 0.00 532 0.20 0.00
InRegionSize 112 001 000 1.03 0.00 0.00 1.10 0.01 0.00
y2010 115 0.02 000 094 0.02 0.00 1.30 0.05 0.00
y2011 102 002 023 092 0.02 0.00 1.05 0.04 021
y2012 089 001 000 086 0.02 0.00 1.05 0.04 0.21
y2013 093 001 000 094 0.02 0.00 1.16 0.04 0.00
3-digit sector dummies YES YES YES YES YES YES YES YES YES
Constant 001 000 000 1119 3.82 0.00 0.01 0.01 0.00
Observations 901,281
McFadden’s
Pseudo R-squared 0.0696
Log-likelihood -332,327
Chi-squared 49,727

Note: All regressions include three-digit industry dummies
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ENDNOTES

"In the specific empirical context of Sweden, the distinction between subsidiaries of foreign MNEs in Sweden
and the HQs of Swedish MNEs may be particularly blurred, since Sweden has recorded large waves of
acquisitions of Swedish MNEs by foreign ones (e.g., Saab, Volvo, Scania).

it We consider as mobility, those changes of employers where an individual moves from one firm to another that
is not part of the same group. For employees employed in independent firms that are not part of a group, any
type of switch is considered a move.

i Unfortunately, our data do not provide any information on outward FDI activity (or degree of
multinationality), nor the overall number of R&D employees of the firm. However, we are confident that these
would be highly correlated with import/export activity and the number of R&D managers, respectively.

v Local labor market regions are usually employed in studies on employee mobility, as they reflect commuting
zones. We employ a delineation of local labor markets developed by Statistics Sweden, which identifies 72 local
labor markets in Sweden based on the intensity of commuting between Swedish municipalities. These local labor
market regions consist of municipalities that constitute an integrated local labor market. The employment size of
a local labor market region is a proxy for the overall labor market thickness of the local labor market in which an
individual works, and is expected to have a positive effect on labor mobility as thicker markets offer more
potential labor market matches (Andersson & Thulin, 2013; Finney & Kohlhase, 2008). Since Sweden is a
country with few large metropolitan regions and a large number of low-density, peripheral regions, the actual
density of other types of firms nearby may differ a lot between regions and may have an impact on the mobility
patterns of individuals.

v See Figure A.1 in the Appendix.

vi Notice that value-added is negatively associated with mobility but, conditional on value-added, firms with
more employees (i.e., the relatively less productive ones) are more likely to experience workers leaving their
firms.

vii Conditional on value-added, firms with larger sales (hence probably more vertically integrated) experience a
lower probability of worker mobility.

vii On the contrary, employers tend to shy away from investing in firm-specific human capital to avoid being
vulnerable to a “hold-up” problem. This creates the paradox that firm-specific human capital is crucial for firms,
but employees may be reluctant to accumulate such skills (Coff and Raffiee, 2015).

 We thank an anonymous reviewer for pointing out this alternative explanation to us.
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