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Improving job seekers’ employment and earnings through credible skills signals
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Credible skills signals help alleviate information barriers for both job seekers and firms, and often improve employment and
earnings at a low cost. More and better information enables applicants to have a more effective job search, often resulting in
higher-quality jobs and better employment matches for businesses. Further research should study whether some job seekers

lose out when their peers use these skills signals.
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Summary

Globally, roughly 188 million peop|e1, were unemployed in 2023. At the same time, 75 percent of employersz, reported
difficulties filling vacancies in a 2023 survey. Youth are particularly hard-hit by lack of access to jobs, and in some regions, they are
up to three times more Iikely3, than the general population to be unemployed. Limited information between job seekers and
employers often hinders matches in the labor market. Job seekers, especially young people, often struggle to showcase or
credibly certify their skills and sometimes struggle to assess their own skills in relation to the skill sets required for different jobs.
Similarly, employers often find it difficult to assess the qualifications of job applicants, especially in contexts where education

quality is unknown and thus does not serve as a credible signal of an applicant’s skills.

In contexts with limited information about candidates, employers might rely more on social networks, to decide who to hire.

Referrals are a common strategy to derisk hiring but are often biased, as they can lead to systemic exclusion of some groups, ,

such as women and youth, and perpetuate existing inequalities in the labor market. Improving information flows between job


https://www.povertyactionlab.org/policy-insight/reducing-search-barriers-job-seekers
https://www.povertyactionlab.org/policy-insight/reducing-search-barriers-job-seekers
https://www.povertyactionlab.org/evaluation/leveraging-social-networks-job-referrals-india
https://www.povertyactionlab.org/evaluation/impact-job-networks-womens-recruitment-malawi

seekers and employers through certifications and other forms of skill signaling should, in theory, provide an alternative way to
derisk hiring without the potentially exclusionary impacts of referrals. As policymakers explore whether and how to roll out these
types of interventions (e.g., through strategies like recognition of prior Iearning4), they should consider lessons from existing

evidence.

A review of fourteen randomized evaluations found that providing credible signals of job seekers’ skills helped alleviate
information constraints between applicants and hiring firms, leading to higher employment and earnings for job seekers and
reducing costs for firms (when measured). Tools such as certifications from reputable entities, skill assessments, and
standardized recommendation letters from previous employers serve as credible signals to employers. Higher-skilled applicants
who were better able to credibly signal those higher skills were also more likely to be invited to interview or offered a job in many
cases, suggesting firms could find better matches for their vacancies when applicants used a credible skills signal. Women in
particular benefited from better signaling of their skills.

Credible skills signals also changed job seekers’ search behavior and beliefs: job seekers were more likely to have a targeted job
search and want higher-quality jobs when they received accurate information about their own skills. Open questions remain
about how these signals can increase firm profits and job creation, whether the skills signals may displace some job seekers or

change job search behavior, and whether positive impacts from these interventions hold at scale.

Supporting evidence

Skills signals generally improved employment and earnings. In seven of nine evaluations where it was measured, providing
tools to improve skill signaling led to positive effects on employment (i.e., hours worked or employment status) in the short run5,
[11, [2], [4], [6], [8], [9], [12], . In South Africa, a context where there are few sources of information on job seekers’ skills,

researchers in partnership with the Harambee Youth Employment Service gave job seekers a skills certificate [6], . The certificate
showed how the job seeker rated on skills like numeracy and communication, ranking them into “lower third,” “middle third,” or
“upper third” relative to their peers. “Public” certificates included the candidate’s name and World Bank and Harambee logos, and
the candidates received twenty colored printouts that they could use in their job search. Those who received the public certificate
were 5.2 percentage points more likely to be employed and increased hours worked by 20 percent three to four months after
receiving the certificate relative to members of the comparison group, who did not receive a certificate. Job seekers who received
one copy of a black and white skills certificate with their assessment results but without branding or their name were not more

likely to be employed or increase their hours worked, highlighting the value of the more easily verifiable public certificate as a

credible signal to employers [6], . In the long run, three of six studies found a lasting increase on employment [3], [4], [9].

In six of eight evaluations, participants had higher earnings in the short run when offered a credible skills signal [3], [6], [8], [9],
[10], [12],, and in the two evaluations where earnings did not increase in the short run, earnings did increase in the long run [1],
[4], . In the study from South Africa discussed above, job seekers with the public certificate earned US$130 in the first three
months after the intervention, which was an earnings gain that was 5.6 times higher than the average cost of adding certification
onto the assessment program [6], . Of the five studies that measured earnings in the long run, four found positive impacts for job
seekers who had previously been offered a credible skills signal, and one study found positive effects four years after treatment
(1], [4], [9], [12].

Among young people in the United States who participated in the state of New York's Summer Youth Employment Program, some
of them received a recommendation letter with supervisor feedback and ratings after completing the program [12]. To easily

create recommendation letters for participants, supervisors filled out a survey about their employees that automatically

generated complete recommendation letters. The young people who received the recommendation letters cumulatively earned



US$1,349 more on average across four years relative to those who did not receive one. Researchers note that youth who received
a letter of recommendation could find jobs more quickly, worked in higher-paying sectors, and stayed in their job longer,

suggesting that additional information improved job quality and the match between employers and workers.

Certificates from reputable sources and reference letters serve as credible signals to employers [1], [2], [3], [6], [11], [12], .
Signals with a seal, from reputable organizations, or with positive feedback from former employers helped prove applicants’
credibility to employers, and firms were likely to use them in searching for and hiring candidates. For example, an evaluation in
Uganda compared the effectiveness of a subsidized, six-month, sector-specific vocational training at BRAC, a nongovernmental
organization, to a subsidized in-firm apprenticeship in either manufacturing or service sectors. In the long run, vocational trainees
received more job offers and had higher rates of employment compared to firm-provided trainees. The researchers posit this is
because vocational trainees could better certify their skills, and as a result received more job offers and could more easily find a

new job after an unemployment spell than firm apprentices [3].
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Job seekers who used credible and high-quality skills signals were more likely to be invited to an interview or receive a

job offer from an employer [1], [2], [3], [6], [7], [9], [10], [11], . In Ethiopia, where informal work is common, some job seekers
were invited to a two-day job application workshop hosted by the School of Commerce of Addis Ababa University, which has a
good reputation for its personnel screening tools and services. Job seekers were tested for “hard-to-observe” skills like cognitive
abilities, received a certificate of those skill test results, and had an orientation on how to signal their skills in the job application
process. These job seekers were more likely to receive a formal and permanent job offer doing the same amount of job search as
those in the comparison group [1], . In a global online marketplace offering short-term gig jobs and providing recommendations
and public rankings to hiring firms, job seekers were offered algorithmic writing assistance when preparing their resumes to fix
common grammatical and stylistic errors. Those who received algorithmic resume writing assistance were more likely than their
peers to receive a job offer from an employer in their first month using the service, and researchers hypothesize this is because

the Al assistance helped people more clearly signal their abilities [10].
Job seekers with higher skill levels generally benefited the most from being able to signal their skills, but more evidence

is needed to understand if job seekers with lower skill ratings are made worse off [1], [2], [3], [6], [7], [9], [10], [11], . While
skills signals were impactful overall, job seekers who conveyed higher skills were more likely to receive an interview or job offer. In
a study on oDesk, a large, global online marketplace where workers seek and perform jobs online as independent contractors,
detailed public information about the worker’s previous work experience increased earnings for strong performers [9], . On the
other hand, something that researchers have not explored is whether skill signaling interventions make people with lower levels
of skills worse off than if they had not used a skill signal altogether. In two instances, however, researchers note that most job
seekers do not measure poorly on all skills, so better signaling may help these workers look for jobs where their skills are better
aligned [1], [6]. More research is needed to better understand if and when workers with lower skill ratings are made worse off by

using skill signaling tools, or if they are made worse off when more of their peers use these tools.
In most cases, providing information about skills caused job seekers to update their beliefs to be more in line with their

actual strengths and helped them target their job search [1], [4], [6], [8], [12], . In many contexts, job seekers do not have the
opportunity to learn about their own skills, creating misaligned beliefs between their perceived and measured abilities. Additional
information often led job seekers to redirect their job search efforts, search more efficiently and effectively, and apply to jobs to
which they were better suited. In Johannesburg, South Africa, young job seekers from low-income backgrounds updated their
beliefs about their skills and job prospects when provided with an assessment of their communication and numeracy skills

coupled with a one-day job search workshop provided by a job search agency. These individuals redirected their search to jobs

where their skills were better aligned [8], . On the other hand, youth given a recommendation letter from their previous employer

in the United States were no more likely to increase their rate of applications or improve their confidence in applying, but they did

have higher employment rates than the comparison group [12], . In urban areas of Uganda, when participants of a vocational
training program were given information about their soft skills after a skills assessment through the BRAC Job Placement
Program, they shifted their expectations closer in line with reality about which jobs they could apply for. However, participants

were less willing to accept lower-quality jobs, and thus the overall impacts on employment were unclear [4].
Credible skill signals help firms assess job seeker skills, fill vacancies more quickly, and better identify successful

matches, which can lead to better fit hires who stay in the job longer [1], [2], [4], [5], [6], [7], [8], [11], [12], [13], . In the
United States, employees who had used recommendation letters stayed in jobs for an additional 0.36 months relative to those
who had not used a letter, suggesting that both workers and firms were satisfied with the arrangement and signals could offer
firms the opportunity to hire and retain high-productivity employees [12]. Given how costly it is for firms to hire and train new
workers, the potential of improved signaling to reduce turnover and increase firm productivity is an important consideration for

firms and policymakers.



Credible certificates and skill signals changed employer beliefs about candidates, particularly for women, in most but

not all cases where measured [1], [2], [5], [11], . In many contexts, women are often underestimated, overlooked, or have
smaller networks, thus hindering their employment and earnings potential. In South Africa, where use of reference letters is
uncommon, some job seekers received a simple reference letter template that they could use to ask a previous employer to rate
their attitude and technical skills. Women were more likely to use the reference letters in their applications than men, likely
because they perceived their disadvantage and were more open to new tools. Hiring firms were also more likely to review
women's applications when a reference was included, respond to applications with positive reference letters, and change their
beliefs about women's abilities with additional information. As a result, women were more likely to receive job interviews and be
employed three months later, effectively closing the gender gap in hiring and improving equity within the study population [2], .
On the other hand, after a simulated work-task intervention in Ghana, some hiring employers remained biased against women

despite receiving more information about their trustworthiness and skills [5].

Programs that provide effective tools for job seekers to better signal their skills are cost effective. Six studies measured

the cost effectiveness of interventions or programs that provided credible signals to job seekers, and five of six were cost effective
and improved labor market outcomes for workers [1], [3], [4], [6], [8], [14], . Four of six interventions cost approximately US$20

per participant but generated larger benefits per participant [1], [4], [6], [8], . For example, in South Africa, youth cumulatively
earned roughly 1.8 times more than the cost of operating the program 3.5 months after a communication and numeracy skills
assessment intervention [8]. While their impacts typically are not transformative, providing certification through an assessment or
reference letters within job search assistance programs are often low-cost ways for government agencies and nongovernmental

organizations to improve labor market outcomes.

There are some contexts where we expect these programs would not work well, and more research is needed on firm-
level impacts, displacement effects, and the ability of these programs to perform well at scale. In contexts where there is
structural unemployment or where skills or jobs are unavailable, these programs may be less effective at improving labor market
outcomes. It would be valuable to better understand how skill signals could improve the efficiency of matches to fill existing
vacancies, trigger additional firm growth through better matches, or create additional vacancies as firms become more productive
and have additional information. More research should explore how to best measure “hard-to-measure” skills like soft skills, and
what types of skills are most important to signal in different contexts. Additional research should also shed light on when and
how skills signals might displace job seekers who may have otherwise obtained a job, how they impact the job prospects of lower-

skilled workers, and whether and how these interventions work at scale.
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