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1. Introduction 

1.1.  General context  

The share of vacant positions doubled in the European Union in the last decade and three 
quarters of the firms mention the limited availability of suitable workforce as the most 
important impediment to investment. Policy makers interpret this as evidence for 'labour 
shortage' or ‘skill shortage’. Furthermore, economic growth and reallocation slow down if 
high productivity firms are unable to fill their vacancies 

1.2.  Deliverable objectives 

In this deliverable, we examine how vacancies affect firm performance and how firms adjust 
to lower-than-desired employment. We use a unique Hungarian firm-level panel database 
that combines survey information on vacancies by skill types with financial statement data 
and a matched employer-employee database. The database enables us to investigate (i) the 
short term effect of vacant positions on wage and employment growth (ii) whether vacant 
positions are a temporary phenomenon or restrict firm growth on the long term as well. We 
pay special attention to heterogeneity in skills and investigate whether vacant positions for 
skilled workers restrict firms more.   
 

2. Methodological approach 

We estimate the effect of vacant positions on quarterly wage and employment growth and 
yearly revenue growth using linear regression (OLS). Unobservable firm-level time-varying 
shocks threaten identification. Firms are more likely to want to expand if they experience 
increasing demand (e.g. after starting a new business relationship), which may result in 
vacancies. But firms may decrease employment following a negative shock, resulting in no 
need for extra labour. To solve this identification challenge, we propose using the firm-to-
firm move of workers as an instrument for the number of vacancies. The identifying 
assumption is that the timing of poaching is not correlated with demand shocks to the firms. 
In other words, workers do not receive less (more) wage offers and are not less (more) 
willing to accept outside wage offers if the firm is hit by a positive (negative) revenue shock. 
 

3. Summary of activities and research findings 

We have two sets of main results. First, we examine which firm-level factors are associated 
with vacancies. Second, we investigate the effects vacancies on the performance of firms. 

In the descriptive part of the paper, we show that larger, more productive and more capital-
intensive firms are more likely to report vacancies. The average wage is also higher in firms 
that have vacant positions. Moreover, having a vacant position is not a temporary 
phenomenon. If a firm reports vacancies in a quarter, it will report vacancies even ten 
quarters later with a 40 percent probability.  
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Using the instrumental variable method, we examine how vacancies affect firm outcomes in 
the short run and in the longer run. We find that firms reporting vacant positions have 
indeed lower employment growth than firms without vacancies. Besides, firms increase the 
wages of skilled workers by 0.3 percent and decrease unskilled wages by 0.4 percent in the 
following quarter if they have a vacant position for an additional skilled worker. Similarly, 
vacant positions for unskilled workers increase unskilled wages and decrease skilled wages. 

We use yearly growth rates to assess the effect of vacancies in the longer run. In line with 
previous intuition, we find that the OLS regressions show a positive correlation between 
growth of revenue, investment and vacancies. The IV estimates show that firms posting 
vacancies have lower sales and invest less. The negative effect of vacancies is the largest in 
the year following the reported vacancy and it does not fade out even after two years. At 
the same time, we find no effect on labour productivity. In our interpretation, these results 
suggest that unfilled vacancies have a detrimental effect on firms' size but not on their 
efficiency 

4. Conclusions and future steps 

We investigated the effects of vacant positions on firm outcomes. By linking a Hungarian 
vacancy survey to balance sheet information of firms and administrative data on wages and 
employment we showed that firm growth is indeed restricted by vacant positions. In line 
with previous literature on skill shortage, we showed that vacant positions for skilled 
workers have a more detrimental effect on firm growth than vacant positons for unskilled 
workers.  
As the next step we plan to merge the vacancy survey with a survey on monthly revenue. 
The strength of this survey is that it contains information on the product demand of firms. 
With this additional information in hand, we can investigate how the timing of new vacancy 
postings is affected by temporary and permanent demand shocks. Our hypothesis is that 
firms do not post new vacancies in case of temporary shocks. Furthermore, we investigate 
how much firms can anticipate demand shocks. Finally, we will calculate how much vacant 
positions decrease the aggregate growth rate of the economy. 
 
 




























































