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Abstract

Large language models (LLMs) like ChatGPT have significantly lowered the cost of producing written
content. This paper studies how LLMs, through lowering writing costs, disrupt markets that traditionally
relied on writing as a costly signal of quality (e.g., job applications, college essays). Using data from
Freelancer.com, a major digital labor platform, we explore the effects of LLMs’ disruption of labor
market signaling on equilibrium market outcomes. We develop a novel LLM-based measure to quantify
the extent to which an application is tailored to a given job posting. Taking the measure to the data,
we find that employers had a high willingness to pay for workers with more customized applications
in the period before LLMs were introduced, but not after. To isolate and quantify the effect of LLMs’
disruption of signaling on equilibrium outcomes, we develop and estimate a structural model of labor
market signaling, in which workers invest costly effort to produce noisy signals that predict their ability
in equilibrium. We use the estimated model to simulate a counterfactual equilibrium in which LLMs
render written applications useless in signaling workers’ ability. Without costly signaling, employers are
less able to identify high-ability workers, causing the market to become significantly less meritocratic:
compared to the pre-LLM equilibrium, workers in the top quintile of the ability distribution are hired
19% less often, workers in the bottom quintile are hired 14% more often.
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1. Introduction

This paper studies the equilibrium effects of large language models (LLMs) like ChatGPT disrupt-
ing the signaling value of written communication on hiring patterns and labor market efficiency:.
To measure the signals workers send to employers, we develop a novel LLM-based approach to
quantify how tailored an application is to a given job posting. Using data from Freelancer.com,
a major digital labor platform, we provide new descriptive evidence that prior to the mass adop-
tion of LLMs, workers used the customization of their applications to signal their ability, but that
after LLMs, these signals became far less informative. To quantify the equilibrium effect of LLMs’
disruption of signaling, we build and estimate a structural model of the pre-LLM market that em-
beds signaling in the style of Spence (1973) into a model of labor supply and demand. Using the
estimated model, we explore a counterfactual equilibrium in which LLMs reduce writing costs to
zero in the pre-LLM market, thereby eliminating labor market signaling.

Written communication has long been used as a tool to facilitate matching in many mar-
kets, ranging from workers writing cover letters to employers to prospective students writing
application essays to college admission committees. Because writing requires time and effort, the
act of writing itself can send a signal (Spence, 1973). For instance, a worker interested in and
well-suited to a specific job can send a customized cover letter instead of a generic one, thereby
credibly signaling her value to the employer.

In recent years, however, the advent of generative artificial intelligence (Al) in the form of
LLMs has dramatically lowered the cost of writing. LLMs can produce polished, human-sounding
text in seconds at virtually no cost (Dathathri et al., 2024). Thus, this technology may threaten
the signaling value of writing in the labor market. If all workers can cheaply produce highly
customized, expertly written applications with the aid of an LLM, then employers may no longer
be able to use written applications as credible signals of whom to hire. Given this potential threat
to labor market signaling, it is important to empirically evaluate both the extent to which writing
served as a costly signal before the mass adoption of LLMs and the extent to which LLMs now
diminish the signaling value of writing and, in turn, impact matching in labor markets.

Our empirical context is the market for coding jobs on Freelancer.com, a major digital labor
platform (DLP). On this platform, employers, seeking to outsource one-off digital tasks (e.g.,
website design), post jobs to find and hire freelance workers to complete those tasks. Workers

apply to jobs with a short, written application—a “proposal”—as well as an asking wage—a bid.



This setting provides two distinct advantages for studying how LLMs disrupt labor market
signaling. First, we can measure both the signals workers send and the effort they exert when
sending those signals using the platform’s detailed text and click data on each application and
job posting. In particular, we measure signals by quantifying the extent to which the text of each
proposal is customized and relevant to the text of the corresponding job post, using an LLM to
approximate human judgment at scale. Moreover, we measure signaling effort using click data to
measure the time each worker spends on each application. Second, we can observe via click data
which applications were written using an LLM-powered writing tool the platform introduced in
April 2023 designed to automate proposal writing.

Leveraging this unique setting, we provide new descriptive evidence that LLMs have dis-
rupted previously informative labor market signaling. We organize our descriptive evidence into
three main findings. First, we show that before the mass adoption of LLMs, employers had a sig-
nificantly higher willingness to pay for workers who sent more customized proposals. Estimating
a reduced-form multinomial logit model of employer demand using our measure of signal, we
find that, all else equal, workers with a one standard deviation higher signal have the same in-
creased chance of being hired as workers with a $26 lower bid." Second, we provide evidence that
before the adoption of LLMs, employers valued workers’ signals because signals were predictive
of workers” effort, which in turn predicted workers’” ability to complete the posted job success-
fully. Third, we find, however, that after the mass adoption of LLMs, these patterns weaken
significantly or disappear completely: employer willingness to pay for workers sending higher
signals falls sharply, proposals written with the platform’s native Al-writing tool exhibit a nega-
tive correlation between effort and signal, and signals no longer predict successful job completion
conditional on being hired. Taken together, these findings suggest that workers” job-specific pro-
posals functioned as Spence-like signals of worker ability prior to the advent of generative Al,
but that LLMs disrupted this signaling mechanism on which employers previously relied to make
hiring decisions.

While these findings provide evidence of LLMs disrupting labor market signaling, they do
not reveal changes to the distribution of hired workers’ abilities, nor do they isolate the signaling
channel from other potential effects of LLMs on labor supply and demand.

To quantify how LLMs impact equilibrium hiring through their disruption of signaling alone,

1Bids in our sample range from $30 to $250, with a standard deviation of about $66.
2For example, LLMs may increase worker productivity, thereby affecting labor supply, or they may change the
nature of tasks employers seek to outsource, thereby affecting labor demand.
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we therefore develop and estimate a structural model of labor market signaling. The model com-
bines three typically distinct modeling approaches: we embed a (1) Spence signaling model—
workers invest costly effort to produce noisy signals that positively correlate with their ability in
equilibrium—into a (2) discrete choice demand model—employers form indirect expected utilities
over application characteristics and their beliefs about ability—which, from the workers” view-
point, operates as a (3) scoring auction—workers submit applications competing on multiple
dimensions to win a contract.

The core mechanism in the model is that higher-ability workers face lower costs of exerting
effort to produce signals when applying to jobs than lower-ability workers do. As a result, in
equilibrium, higher-ability workers exert more effort and thereby send higher signals on average.
Employers thus find these signals informative about worker ability, though they cannot perfectly
infer ability since they do not observe effort and signals are noisy. The modeled signaling equi-
librium is in the tradition of Spence (1973) in that while all workers could increase their chances
of being hired by exerting more effort, only higher-ability workers find it worthwhile to do so.

Identifying the model poses two key challenges centered around identifying workers” and
employers’ equilibrium beliefs. First, we must disentangle workers’ costs of undertaking the
job from their strategic bidding behavior as a function of their beliefs about their chances of
being hired.” Second, we need to separately identify employers” beliefs about worker ability as
functions of bids and signals from employers’ disutility from paying wages and willingness to
pay for ability.

Our identification argument addresses these two challenges by exploiting the information
structure of our model. In equilibrium, a worker’s belief about her probability of being hired is
independent of her private type (cost and ability), conditional on her choice of bid and effort.
As a result, worker beliefs equal empirical hiring probabilities as functions of bids and efforts,
and are thus directly identified from data on equilibrium hiring decisions. Having identified
worker beliefs, we can infer a worker’s cost of undertaking the job and her ability from her
equilibrium bid and effort. With the recovered distribution of worker costs and abilities, we

can identify employers’ beliefs about ability as functions of bids and signals, which allow us to

3For example, suppose we observe the pattern that workers with high signals also tend to submit high bids.
Without identifying a worker’s beliefs about her probability of being hired, we cannot disentangle whether this pattern
is the result of high-ability workers facing higher costs of undertaking jobs or strategically setting higher prices,
believing that employers are willing to pay more for their higher signaled ability.

4For example, suppose we observe that employers are willing to hire workers with high bids. Without identifying
employers’ beliefs about worker ability, we cannot disentangle whether this pattern is the result of employers being
price insensitive or believing that high-bid workers have high ability.
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identify employer disutility from paying wages and willingness to pay for worker ability.

We estimate the model on pre-LLM data, following the identification argument closely.” We
develop a novel simulation-based estimator to recover worker hiring probabilities as functions
of bids and efforts, which we use to nonparametrically estimate the joint distribution of worker
costs and abilities. Using this estimated distribution of worker types, we then estimate a flexible
nonparametric model of employer beliefs about ability and, in turn, recover employer preferences.

Our estimates reveal that employers had a high willingness to pay for workers with high
signals in the pre-LLM market because employers highly value worker ability, and the most
reliable way to discern worker ability is through signals. We organize our findings into five
results. First, employers directly value ability: we estimate that employers are willing to pay
$52.16 on average for a one standard deviation increase in worker ability, which is about 79%
of the standard deviation of bids in our sample. Second, there is significant variation in worker
ability: employers value hiring workers at the 80th percentile of the ability distribution $97 more
than they value hiring those at the 20th percentile. Third, workers’ observable characteristics—
such as their on-platform reputation—poorly predict the ability signaled via workers’ proposals:
the estimated variation in ability across workers” observable characteristics explains only about
3% of the total estimated variation in worker ability. Fourth, signals are highly informative about
ability in equilibrium: we estimate the correlation between observed signals and estimated ability
to be 0.55. Finally, workers with high ability often require high signals to compete with workers
who can afford to bid lower than they can: we estimate the correlation between a worker’s ability
and her cost of undertaking the job to be 0.19.

Having estimated the model, we explore how the elimination of signaling due to LLMs af-
fects equilibrium hiring patterns and welfare. We simulate a counterfactual market equilibrium
in which workers do not have access to any signaling technology and only choose bids when
applying to jobs.” Accordingly, employers only form beliefs about worker ability based on their
observable characteristics.

Compared to the status quo pre-LLM equilibrium with signaling, our no-signaling counter-
factual equilibrium is far less meritocratic. Workers in the bottom quintile of the ability distribu-

tion are hired 14% more often, while workers in the top quintile are hired 19% less often.

5We do not estimate the model on post-LLM data, since our descriptive results suggest that the signaling equilib-
rium, on which our identification argument relies, has broken down in that period.

6Using pre-LLM estimates to simulate this no-signaling counterfactual allows us to hold fixed any other potential
effects of LLMs on labor supply and demand.



These effects are driven by three mechanisms. First, employers previously relied on signals to
make hiring decisions, so losing access to them impinges on their ability to discern worker ability.
Second, more indirectly, the significant positive correlation between a worker’s ability and cost
implies that, when employers lose access to signals and workers are forced to compete more
intensely on wages, the prevailing workers with lower bids tend to have lower abilities. Third,
since workers’ observable characteristics are poor predictors of their ability, employers have little
to no information to distinguish between high and low-ability workers.

These changes to hiring patterns lead to a 5% reduction in average wages, a 1.5% reduction
in overall hiring rate per posted job, a 4% reduction in worker surplus, and a small, less than
1%, increase in employer surplus. Worker welfare losses are driven by both the modest extensive
margin decrease in hiring rates and the intensive margin decrease in wages. However, workers’
losses are mitigated by the fact that their writing costs are now zero, and by the fact that the coun-
terfactually hired lower-ability workers tend to have lower costs. Employer surplus is virtually
unaffected due to the highly competitive nature of the worker-side of the platform: the reduction
in wages paid to workers roughly balances out the loss of hiring lower-ability workers. Overall,
the market becomes less efficient and significantly less meritocratic: total surplus falls by 1%, and
the new equilibrium favors low-ability workers over high-ability ones.

Our quantitative results highlight that the relationship between worker ability and equilib-
rium wage offers is a key component in evaluating how LLMs’ disruption of signaling affects
equilibrium hiring patterns. Signaling matters in labor markets when employers do not always
prefer to hire the cheapest workers. If ability and cost were perfectly negatively correlated, then
a market without signaling—where hiring depends solely on wage competition—would result in
efficient matches. In our setting, however, high-ability workers tend to face higher costs of under-
taking jobs. As a result, when workers can no longer signal their ability, high-ability workers tend
to be less able than low-ability workers to compete on wages alone, leading to less meritocratic

hiring outcomes.

Related Literature We contribute to four distinct literatures. First, there is a recent and growing
empirical literature on how generative Al and LLMs affect labor markets (Acemoglu, 2025, Hum-
lum and Vestergaard, 2025, Cui et al., 2025, Brynjolfsson, Li, and Raymond, 2025, Brynjolfsson,
Chandar, and Chen, 2025, Dillon et al., 2025, Hartley et al., 2024, Althoff and Reichardt, 2025,
Freund and Mann, 2025, Teutloff et al., 2025, Eloundou et al., 2024). This literature has been pri-



marily focused on studying how LLMs affect the nature of work and the productivity of workers
via surveys and randomized experiments. The economics of Al in these studies is thus largely
centered around how Al impacts the supply and demand for labor, though a few papers have
begun to explore the implications of Al on signaling (Cowgill, Hernandez-Lagos, and Wright,
2024, Wiles and Horton, 2025, Cui, Dias, and Ye, 2025/, Gans, 2024, Dhillon et al., 2025). We con-
tribute to this literature in multiple ways. Relative to existing papers that study LLMs’ effects on
signaling via experiments, we move beyond partial equilibrium and provide empirical evidence
on how LLMs have disrupted a market-wide signaling equilibrium. We also provide the first
quantification of how this disruption of signaling affects equilibrium hiring patterns and welfare.
Finally, to the best of our knowledge, our paper presents the first structural empirical model of
LLMs’ effects on labor market signaling.

Second, there is a deep literature on the economics of labor market signaling itself. This
literature has both been theoretical (Spence, 1973, Stiglitz, 1975, Waldman, 1984) and empirical
(MacLeod et al., 2017, To, 2018, Layard and Psacharopoulos, 1974, Lang and Kropp, 1986, Bedard,
2001, Tyler, Murnane, and Willett, 2000, Clark and Martorell, 2014, Fang, 2006).” This literature
has largely focused, since the seminal work of Spence (1973), on educational choices as signals to
the labor market. We contribute to this literature by providing the first empirical structural anal-
ysis of labor market signaling, where the signal is the information transmission in the application
itself, i.e. the communication between workers and employers.

Third, there is a growing literature on the economics of digital labor platforms (Wiles, Mun-
yikwa, and Horton, 2025, Brinatti et al., 2021, Krasnokutskaya, Song, and Tang, 2020, Autor, 2001,
Kassi, Lehdonvirta, and Stephany, 2021, Horton, 2017, Agrawal et al., 2015, Barach, Golden, and
Horton, 2020, Ren, Raghupathi, and Raghupathi, 2023, Stanton and Thomas, 2012, Stanton and
Thomas, 2014, Stanton and Thomas, 2025, Pallais, 2014). This literature has studied a wide variety
of topics from platform design to the role of communication in matching. We contribute to this
literature by quantifying the potential risks that generative Al poses to the signaling mechanisms

that are especially important for matching on congested digital labor platforms.

7In a simultaneous paper, Cui, Dias, and Ye (2025) also use data from Freelancer.com to study how large language
models affect labor market signaling. Building upon our method for measuring signals from application and job-
post text data, they measure the textual similarity between job posts and worker applications as a proxy for signals.
Their approach relies on traditional natural language processing methods, such as Term Frequency-Inverse Document
Frequency (TF-IDF), rather than LLM-based measures.

8There is also a related literature on signaling in educational matching markets such as college admissions (Gandil
and Leuven, 2022) and medical school admissions (Friedrich et al., 2024). Similar to our results, Gandil and Leuven
(2022) find that written essays play an important role in signaling student quality in college admissions.



Finally, there is a small and emerging literature on the structural estimation of signaling
models (Kawai, Onishi, and Uetake, 2022, Cai, 2025). This literature has thus far focused on the
estimation of signaling models in which the signal takes the form of an explicit market action,
such as setting a reserve interest rate in the case of Kawai, Onishi, and Uetake (2022), or strate-
gically rejecting observable offers in the case of Cai (2025). We contribute to this literature by
providing the first structural estimation of a signaling model in which we directly use data on
communication, i.e., text, to measure signals. We also contribute methodologically by developing

a model that embeds Spence signaling into a structural model of labor supply and demand.

Paper Outline The paper proceeds as follows. Section 2 provides an overview of the
Freelancer.com market, a description of the data, and how we construct our sample. Section

describes our novel measures of job application’s signaling content, workers’ signaling effort, and
employer’s consideration sets. Section 4 presents new descriptive evidence on how LLMs have
disrupted labor market signaling. Section 5 develops a structural model of labor market signaling
and discusses its identification. Section 6 describes how we estimate the model. Section 7 dis-
cusses the results of our estimation. Section 8 presents a simulated counterfactual in which LLMs
reduce writing costs to zero, prohibiting workers from signaling their ability. Section 9 concludes.

An collects additional results and discussions.

2. Empirical Context

This paper uses data from Freelancer.com, a major digital labor platform (DLP). DLPs bring
together two increasingly important pillars of the modern economy. First, they are two-sided
platform markets-marketplaces in which a third party facilitates matching between buyers and
sellers. Second, they are largely organized around gig work-tasks that firms or individuals out-
source to independent workers.

In this section, we provide an overview of the market, describe the data available to us, and

explain how we construct the sample used in the analysis.

2.1. Market Description

Freelancer.conm is one of the world’s largest DLPs, as measured by both number of users and

posted jobs. DLPs such as Freelancer.com and Upwork are global, online marketplaces that



match freelance workers with potential employers seeking to outsource digital tasks. These
tasks—ranging from software and web development to sales support, marketing, and graphic de-
sign—are performed remotely by freelancers hired under short-term contracts. Since its launch in
2009, more than 85 million users from over 247 countries, regions, and territories have registered
either to supply or to procure remote work. In fiscal year 2024 alone, employers posted 1.1 million
jobs on the platform, generating over $130 million in payments with an average completed job

paying $334.

2.1.1. Market Participants

Workers on the platform (“freelancers”) are independent contractors seeking short-term digital
jobs."" Freelancers are globally distributed, though India is by far the modal country of residence,
with the United States being the next most frequent.

Employers are individuals or firms who post jobs on the platform to outsource specific tasks.
While we cannot link employers to their off-platform identities, anecdotal evidence suggests they
range from individuals outsourcing small tasks for personal projects, to start-ups looking to
outsource labor in their initial phases, to larger-scale corporations seeking cheaper labor than
they can source in their local labor markets. Similar to the modal countries of residence for

workers, the modal countries of origin for employers are India and the United States.

2.1.2. Types of Jobs Posted

On Freelancer. com, workers are primarily hired to complete digital tasks in areas such as soft-
ware development, writing, data entry, and design.”" These jobs can be done remotely and require
little physical capital other than a computer and an internet connection.

When looking to outsource a task, employers, for the most part, post either fixed-price or
hourly jobs.'~ Fixed-price jobs involve a pre-agreed wage for the entire task, while hourly jobs
pay based on time worked. We focus our analysis on fixed-price jobs. Between 2021 and 2024,
fixed-price jobs were posted 2.7 times as often as hourly jobs. These represent one-off tasks

typically completed in a few hours or days.

9These statistics are based on Freelancer.com’s 2024 Annual Report

19While some workers rely on freelancing as a primary source of income, most others treat it as supplemental
income.

Each broad occupation can be further disaggregated into detailed categories and associated skills. A list of job
categories and examples of their associated skills is provided in Appendix Table

12Smaller portions of activity include direct employer searches, contest-style competitions, and more recently a spot
market for standardized tasks.



2.1.3. Job Matching Process

The job matching process, summarized in Figure 1, consists of six main steps.

1. Employers Post Jobs. Employers post jobs, tagging required skills and specifying ac-
ceptable bid ranges. Posts include a short description of the job, with details on skills, delivery
requirements, and other expectations.

2. Workers Search for Jobs. Workers search for jobs based on skills, language, budget type
(fixed or hourly), and budget range. Results are listed by recency. Workers see a preview of
job descriptions and must click on the posting for full details. See Appendix Figure '3 for an
example of how job postings are displayed from the point of view of a worker searching for a job.

3. Workers Apply to Jobs. Interested workers submit a written proposal and a bid. For
fixed-price jobs, the bid is the amount the employer must pay upon completion.

4. Platform Ranks Applications. Applications are ranked by a proprietary recommenda-
tion algorithm based on workers’ characteristics (mostly workers” on-platform reputation and
prior performance), not bids or proposal content.”” Each application receives an under-the-hood
numerical “reputation score.”

5. Employers Hire Workers. Employers review the “bid list” (applications ranked by the
algorithm), observing each bid, proposal, and worker characteristics (e.g., rating, reviews, com-
pletion rate, country). Employers may communicate with applicants via private messages. They
can either hire a worker or leave the job unfilled. See Figure I'4 for a screenshot of the platform’s
appearance from the point of view of employers looking at the bid list.

6. Workers Accept Offers. Once an employer makes an offer, the worker has 46 hours
to accept or reject. Inaction is treated as rejection. The vast majority of offers are accepted.
Upon acceptance, work commences. After completion, both sides are prompoted to leave ratings.
Payments may be structured into “milestones,” i.e., subcontracts that break the job into separable

steps. See Figure F'6 for an example of how milestone payments are structured.

13The platform enforces payment through its in-built payments system and offers a dispute resolution service for a
fee. Payments are not conditional on meeting quality thresholds, but do require “satisfactory” work.

4The exact algorithm is proprietary and has changed over time. Freelancer.com provided us with the version in
use for the time period our data spans.

15The reputation score is not directly visible to employers. However, many of its components, such as work history
on the platform, are, and the scores can be loosely inferred from the observed ranking of the applications, which
employers do observe.

16 Also see Figure I'5 for an example of a worker’s profile page, which employers can click through to from the bid
list to learn more about a worker.

7Workers may reject offers if their availability has changed, but they are encouraged to apply only to jobs they can
complete.
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Employers

Fmployers post jobs Employers hire one worker or no rate workers

one (outside option)

J

Bidding opens Bidding closes Contract ends

search ranks
for jobs applications complete jobs

accept jobs if offered
apply to jobs (46h window to accept) rate employers
(proposals + bid)
Figure 1: Matching Process

Notes: This figure describes the process during which employers and workers match on Freelancer.com. Employers
post jobs on the platform; workers search for jobs and submit bids with proposals; the platform ranks applications;
employers choose a worker or the outside option (hiring no one); workers accept offers within 46 hours; if accepted,
work starts. Both sides leave ratings post-completion of the job.

2.1.4. On-Platform Al-writing Tool

In April 2023, Freelancer.com introduced an on-platform Al-writing tool that allows workers
at a certain tier of paid subscription'® to the platform to generate applications at the click of a
button using a Large Language Model (LLM) that takes as input both the job description and the
worker’s own profile. Workers with access to the tool can freely choose to use it when applying
to any job post. The generated proposals can be edited by workers before submission. Employers
cannot directly observe whether a worker used the Al-writing tool to generate their proposal. See
Appendix Figure I'7 for how the Al-writing tool is displayed on the platform and for an example

of an Al-written proposal.

2.2. Data

We have access to the internal database of Freelancer.com, on which the platform stores data on
nearly all market operations such as job posting, job applications, employer hiring decisions, job
completion, and worker performance. These data include every application submitted to every
job post, along with the precise timestamps and content of any on-platform action (stored as click

data) taken by any employer or worker on the platform.

18As of October 2025, the Al-writing tool is available to all workers with memberships costing at least $10 per
month, billed monthly.
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In particular, we observe the complete “lifecycle” of every job post: we observe when the job
is posted, the exact text of the job title and job description, whether and when the job is awarded
to a worker, whether and when the job is completed, the total payment the worker receives for
completing the job, and the star rating (1 — 5) the employer gives the worker upon job completion
(if any).

We also observe all on-platform worker-employer interactions (save for the content of private
messages). We observe whether and when the job poster contacts each worker via the on-platform
messaging system (which is always initiated by the job poster), whether and when the job poster
clicks through to each worker’s profile, and whether and when the job poster clicks on each appli-
cation in any way (e.g., clicking to expand the proposal text, clicking to “favorite” the application,
etc.).

Furthermore, we also observe all on-platform actions and information associated with each
application. We observe the bid of each application, the text of each application’s proposal, the
timestamp that each applying worker first views the full job post (i.e., when workers first click on
the job post’s page), the timestamp that each applying worker submits her application, whether
the applying worker used the on-platform Al proposal-writing tool, the country of residence of
each applying worker, and the complete work history of each applying worker on the platform,
including all prior jobs completed, star ratings received, and reviews received. Finally, we observe
each application’s reputation score, which, as described above, is the output of the platform’s rec-
ommendation algorithm. Thus, we observe the dynamically updated ranking of each application

on the “bid list” page at any point in time.

2.3. Sample Construction

In this subsection, we describe how we construct our sample. The sampling procedure is shaped
both by the financial constraints of large-scale text analysis and by the goals of our empirical
study.

Our analysis relies on and, we argue, requires (see Section 3.2) the use of LLMs to process
the text of millions of job descriptions and worker proposals. Because this computation is costly,
it limits the feasible sample size. This creates a trade-off between capturing heterogeneity on the
employer side and on the worker side.

Since our primary goal is to study how employers learn about worker ability, and how this

learning is affected by the loss of signaling through written proposals, we prioritize worker-side
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heterogeneity. To do so, we restrict attention to a relatively homogeneous set of job postings.

Specifically, we include all jobs posted on the platform between January 1, 2021—before
the mass adoption of LLMs—and July 26, 2024—well after mass adoption and, crucially, after
the introduction of the on-platform Al proposal-writing tool on April 18, 2023—that satisfy the
following criteria:

e Fixed-price jobs;

Transactions conducted in USD (bids and payments);

Budget range of $30-$250 (the modal range on the platform);

Job description written in English;

Posted by employers with verified identities and payment methods;

Posted by employers who, at any point on the platform (including outside our sample
period), have hired and paid at least one worker;

e Awarded to at most one worker;

e Categorized as involving some form of coding;

e Job description containing at least 25 words and at least 182 characters.

Applying these restrictions yields a sample of roughly 61,000 job postings, associated with
about 2.7 million applications submitted by 212,000 unique workers.

We divide this dataset into two subsamples: one before the release of ChatGPT on November
30, 2022 (“pre-LLM”), and one after (“post-LLM”). The pre-LLM sample contains approximately
33,000 job postings, 960,000 applications, and 92,000 unique workers. The post-LLM sample
contains approximately 28,000 postings, 1.7 million applications, and 135,000 workers. Table

provides summary statistics for both subsamples.

3. Measurement

In this section, we provide details on how we measure three key components of our analysis: (1)
the signaling effort each worker expends writing her proposal; (2) the “signaling content” of each
worker’s proposal, and (3) which applications are actually viewed and considered by employers.
The first and third use the click and timestamp data available to us from the platform, while the

second develops a novel text analysis method that leverages LLMs.

Note that we do not include coding-related skill tags that only appear in the post-LLM sample as to make the
types of job posts in both the pre-LLM and post-LLM samples comparable. See Table A1 for a list of the top 15 skill
tags in our sample.
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Table 1: Sample Summary Statistics

Worker Summary Statistics

Pre-LLM Post-LLM
# Applications 957,442 1,723,462
# Unique Workers 92,048 134,431
Mean Apps. per Worker 10.40 12.82
% of Workers are Rookies 71.29% 83.70%
% of Apps. from Rookies 12.52% 20.69%
Win Rate per Application 1 0.45
Divided by Pre-LLM Rate
% of Apps. using Al — 14.03%
% of Workers ever using Al — 16.89%
Mean Median SD Mean Median SD
Bid (%) 149.43 140.00 65.91 142.92 140.00 64.43
Proposal Length (words) 89.03 79.00 49.60 110.67 104.00 55.64
Submit Time (mins) 204.59 10.58 388.09 21043 8.83 370.22
Modal 5 Worker Countries Country Share  Country Share
India 36.48%  India 30.38%
Pakistan 13.23%  Pakistan 11.31%
Bangladesh 5.83%  United States 10.84%
United States 3.63%  Bangladesh 3.89%
Egypt 3.15%  Germany 3.08%
Job Post Summary Statistics
Pre-LLM Post-LLM
# Unique Job Posts 33,112 27,500
# Unique Employers 19,573 16,131
Hiring Rate 1 0.97
Divided by Pre-LLM Rate
Job Completion Rate 1 0.99
Divided by Pre-LLM Rate
% of Awarded Jobs 23.74% 16.40%
Where Lowest Bid Wins
Mean Median SD Mean Median SD
Job Post Length (words) 93.30 67.00 80.36 130.08 113.00 87.12
Apps. per Job Post 28.92 19.00 30.59 62.67 46.00 52.43
Winning Bid ($) 113.24 100.00 63.78 107.98 100.00 62.85
Modal 5 Employer Countries Country Share  Country Share
United States 33.55%  United States 33.55%
Saudi Arabia 4.14%  Saudi Arabia 4.77%
United Kingdom 4.01% India 4.50%
India 3.94%  United Kingdom 4.16%

United Arab Emirates 2.64%  United Arab Emirates 3.42%

Notes: This table presents summary statistics for the pre-LLM and post-LLM samples. “Rookies” are workers on the platform
who have not been hired for any jobs prior to the job post to which they are applying. The statistics on Al usage specifically
refer to the use of the on-platform Al proposal-writing tool. We are not able to infer off-platform Al usage. The variable “Sub-
mit Time” refers to the time between when a job post is created and when a worker submits her application. The statistic “% of
Awarded Jobs Where Lowest Bid Wins” refers to the share of job posts where a worker with the lowest bid was awarded the job,
conditional on the job being awarded to any worker. The full distributions of bids and winning bids in each sample can be found
in Figure Al. As per our research agreement with Freelancer.com, we do not disclose win rates, hiring rates, or job completion
rates in levels, so we present those rates normalized by their respective pre-LLM levels.

14



3.1. Signaling Effort

Our analysis requires a measure of how much cognitive effort each worker expends to produce
her written application proposal. We proxy for this effort using the time each worker spends
reading the job post and writing her proposal. In particular, we measure the time between when
each worker first ever clicks on the job post’s page and when she submits her application. We
refer to this raw measurement as “bid time,” and we interchangeably refer to this measure as
“signaling effort” or simply “effort.”

We successfully measure valid bid times for 70.45% of all the applications in our sample.
6.21% of applications have negative bid times (i.e., the worker’s first click occurs after she submits
her application), 17.67% have missing bid times (i.e., we do not observe any clicks by the worker
on the job post), 2.54% have implausibly high bid times (i.e., over 12 minutes), and 3.13% have
implausibly low bid times (i.e., under 4 seconds).

The applications with missing, negative, or implausibly small bid times likely arise from
workers accessing the platform’s job postings via an application programming interface (API)
that allows them to scrape job posts without actually registering a click on the job post. Both
from inspecting individual applications with missing or negative bid times and from a thorough
statistical analysis of the variables we observe, we find that the proposals associated with these
applications do not seem to be statistically distinct from the applications for which we observe
valid bid times, conditional on an application’s observable characteristics. We treat the incidence
of invalid or missing bid times as random, conditional on observables, and we omit these appli-
cations from our empirical analyses that directly use bid time, while including them in all other
analyses.

Our final sample of bid times thus ranges from 4 seconds to 12 minutes, and we display
kernel density estimates of both the pre-LLM and post-LLM distributions of bid time in Figure 2.
The average bid time in the pre-LLM sample is 1.47 minutes, which is sensible given the average

job post in that period is 93 words long, and the average proposal is 89 words long.

3.2. Signals

Our analysis requires a measure of the “signal” contained in workers” written proposals. This pa-

per develops the argument that employers learn about worker ability in equilibrium via worker’s

20The pre-LLM sample has a lower fraction of valid bid times (59.76%) than the post-LLM sample has (76.39%).
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Figure 2: Distribution of Bid Time: Pre-LLM vs. Post-LLM

Notes: This figure plots kernel density estimates of the distributions of bid time, defined as the time between when a
worker first clicks on a job post and when she submits her application, in both the pre-LLM and post-LLM samples.
The post-LLM sample coincides with the subsample of post-LLM job posts beginning in March 26, 2024 for which we
compute signal measures. For both samples, we only include applications with bid times between 4 seconds and 12
minutes. The pre-LLM sample has a mean of 1.47 minutes, a median of 0.70 minutes, and a standard deviation of 1.95
minutes, while the post-LLM sample has a mean of 1.08 minutes, a median of 0.43 minutes, and a standard deviation
of 1.70 minutes.

expending costly effort to produce job-post-specific proposals. Thus, to measure signals, we use a
novel, LLM-based measurement of how customized and relevant each proposal is to the specific
job post to which it is being submitted. In this subsection, we first define our measurement, and
then we provide further discussion of its design. Details of this measurement procedure can be
found in Appendix C.1, and comparisons to NLP-based alternative measurements can be found

in Appendix

3.2.1. LLM-Based Measurement

Ideally, to measure how customized and relevant each proposal is to its respective job post,
we would have human readers evaluate each proposal relative to the job post according to a
standardized rubric. However, doing so would be infeasible for millions of proposals, and thus

we turn to LLMs to approximate human judgment at scale. We use Meta’s Llama 4 Maverick
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17B model to evaluate each proposal relative to its respective job post, one at a time, clearing its
context window between each evaluation as to ensure independence between measurements.

To ensure the validity of our measure, we require a clear, reproducible rubric for how to
quantitatively evaluate each proposal relative to its respective job post. To satisfy this requirement,
we pose a series of nine questions to the LLM assessing each proposal on nine different criteria.
In an effort to reduce the “black box” effect of using LLMs, we design our criteria to mimic a
classification exercise.”" We restrict the answer to each question to ternary outcomes, 0, 1, and 2
with explicit definitions for each of the three classifications. While generally, one can think of the

s

0, 1, and 2 of each criterion corresponding to “poor,” “adequate,” and “good,” the details of how
we pose these nine questions, the exact rubric we give the LLM on which to assess them, and the
resulting score distributions for each criterion can be found in Appendix

We separate our nine criteria into two categories. The first set directly aims to capture the
extent to which proposals are customized to and engage with the details of the specific job post
to which they are being submitted. These criteria assess whether the proposal contains clear,
demonstrable evidence that the worker:

1. Has read the details of the job post;

2. Has tailored the proposal to the job post, avoiding boilerplate language;

3. Understands the goal of the task described in the job post;

4. Understands the complexity of the task described in the job post;

5. Has demonstrated initiative to complete the task described in the job post.

The second set of criteria were designed to capture elements of the proposal that may sig-
nal quality without necessarily being customized to the specific job post. These criteria assess
whether the proposal:

1. Directly mentions the requisite skills to complete the task described in the job post;
2. Directly provides evidence of the worker possessing relevant experience;
3. Is written in clear and mostly grammatically correct English;
4. Is written using a professional, non “spammy” tone.
We label the first set of five criteria “custom” criteria, and the second set of four criteria

“generic” criteria.

21n other words, we wanted to define a measure whose “ground truth” would be easy to assess, so we could
compare the outputs of the LLM to a human reader’s answers, which we did on a small subset of our data to validate
our measure. We compared the degree of variability in scores between human and LLM assessments to those of scores
between two different human readers. We found that the LLM produces scores that are no more different from a given
human reader’s score than the two humans’ scores are from one another. Details can be found in Appendix
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3.2.2. Copy-Pasting Correction

In order to mitigate the risk of false positives on the custom criteria, we adjust the scores based
on whether we observe that a given proposal is a direct copy and paste of another proposal
submitted by the same worker.

To address this concern, we compute the normalized minimum Levenshtein distance (i.e.,
“edit-distance”) between the proposal being scored and all other proposals submitted by the same
worker that we can observe, even beyond our estimation sample described above. These distances
range from 0 to 1 and can be interpreted as the minimum percentage of words that would need
to change in the job post to perfectly match the closest proposal submitted by that same worker.
Our preferred measure of signal sets all customized criteria scores to 0 if the minimum distance

computed above is below 4%.

3.2.3. Formal Definition

Indexing our five custom criteria by (customg,...,customs), our four generic criteria by
(genericy, ..., generic,), and denoting the normalized minimum Levenshtein distance by dedit,
we define our preferred signal measure s for each proposal as:
18 : edit S :
s = % (2 . izzlcustomi S1{d*M > 0.04} + k:21 genenck) ,

where d°dt = 1 for any proposal for which we cannot compute an edit-distance due to not
observing another application submitted by the same worker. Note that we place twice the
weighting on the custom criteria to align with our a priori beliefs that customization carries
greater signal of effort than relevance or writing quality. Also note that we scale our score by %
to ensure that it is on the same scale as a raw sum of the nine criteria.

Our final sample of signals thus ranges from 0 to 18. Due to cost constraints, we could not
use the LLM to grade every proposal in our data. Since we estimate our model on the pre-LLM
sample, we grade all proposals in that period, which is around 960,000 applications, while only
including around 39% of applications in the post-LLM sample. To select the subsample of post-
LLM applications to grade, we grade all applications submitted after March 26, 2024 (around
435,000 applications), and we randomly sample job posts from the period between November 30,

2022 and March 26, 2024, grading all applications submitted to those job posts (around 236,000
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applications).” Figure 3 displays histograms of the distribution of signals in both the pre-LLM
and the post March 26, 2024 post-LLM samples. The average signal in the pre-LLM sample is 5.16
with a standard deviation of 2.96, while the average signal in the post March 26, 2024 post-LLM

sample is 7.50 with a standard deviation of 4.63. See Appendix for examples of low and
high scoring proposals.
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Figure 3: Distribution of Signals: Pre-LLM vs. Post-LLM

Notes: This figure plots histogram estimates of the distributions of signals in both the pre-LLM and post-LLM sampl]es.
The post-LLM sample corresponds to the subsample of post-LLM job posts that were posted after March 26, 2024.
This figure uses our preferred measure of signal, which places twice the weight on custom criteria than on generic
criteria, and sets custom scores to zero if the application is more than 96% copy-pasted from another proposal from
the same worker. The pre-LLM sample has a mean of 5.16, a median of 3.86, and a standard deviation of 2.96, while
the post-LLM sample has a mean of 7.50, median of 6.43, and a standard deviation of 4.63.

3.2.4. Discussion of Signal Measurement

Our main goal in developing our measure of signal is to quantitatively capture the extent to which

each workers” written proposals may be signaling their abilities to employers in equilibrium. The

22We choose these subsamples for two reasons. First, we wanted to have a large enough sample of graded appli-
cations close to the end of our sample period, so that we could argue the equilibrium has had time to settle after the
introduction of the platform’s AI proposal-writing tool in April 2023, when estimating our reduced-form logit model
in Section 4. Second, we wanted to have a random sample of job posts from the entire post-LLM period to be able to
compute the event-study analysis in Section 4.
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challenge in doing so is that we need to construct a measure of signaling that is invariant to the
equilibrium informational environment and thus is an equally valid measure in both the pre-
LLM and post-LLM periods. In particular, our research question relies on the idea that signals,
especially those that are on average produced in under 2 minutes of writing, do not themselves
contain intrinsic information about worker ability. Instead, the information contained in these
signals comes from the equilibrium in which workers with higher abilities on average send better
signals. Thus, we are not simply trying to extract information from the text of the proposals but
instead are aiming to measure something about these proposals that could only be increased with
application-specific costly effort before the introduction of LLMs.

This challenge rules out two main methods of text analysis typically used by other researchers
that may have otherwise seemed sensible solutions to measuring signals. First, we cannot train a
machine learning model on successful application outcomes in the pre-LLM period and use this
model to build a scoring metric since whether certain elements of the proposal text are predictive
of successful applications would be endogenous to that period’s market equilibrium.

Second, we cannot use more traditional measurements of writing quality, which typically
involve Natural Language Processing (NLP) techniques that, for example, enumerate grammatical
errors or score syntactic complexity. While of course it may require effort for workers to produce
text free of grammatical errors or with complex syntax, especially given a large fraction of our
sample of workers reside in non-majority English-speaking countries, these efforts need not be
application-specific. In other words, if workers spend considerable effort to produce one perfectly
written proposal that they then copy and paste when applying to multiple job posts, then the
writing quality of those proposals may not reflect application-specific effort.

However, we do include the generic criteria in our measure of signal to ensure that we do not
build a measurement that automatically satisfies our hypothesized signaling mechanism. Specif-
ically, others in the literature have found evidence that directly contradicts the Spence-signaling
framework when studying similar contexts (Wiles, Munyikwa, and Horton, 2025). Including the
generic criteria allows us to falsify whether it is the signal produced by application-specific effort
that matters to employers, or whether it is simply the overall quality of the writing and relevance
of the proposal that matters.

In support of our Spence-signaling hypothesis, Tables A3 and A4 show that employers have
a high willingness to pay (WTP) for the sum of the custom criteria scores in the pre-LLM sample,

and their WTP for the sum of generic criteria scores is not statistically significantly different from
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zero. However, we also find that effort is a statistically significant positive predictor of both sums
in the pre-LLM sample. These findings suggest that both the custom and generic criteria may
take effort to produce, yet only the custom criteria serve as credible signals of employers.
Despite what these results suggest, in an effort not to define our measure based on its rela-
tionship with successful application outcomes, we include all nine criteria in our final measure of
signal via a weighted sum that places twice the weight on the custom criteria than on the generic
criteria, reflecting our a priori beliefs about the relative importance of the custom criteria to the

signaling content of the proposals.

3.3. Consideration Sets

In this subsection, we describe how we use click, bid ranking, and timestamp data to build our
best proxy of which applications job posters actually see and consider.

Many applications submitted to job posts on DLPs are never read by employers, as verified
by click data and anecdotal reports. Without measuring which applications are considered by
employers, we may introduce significant bias into our demand estimation. For example, if un-
considered applications are more likely than considered ones to have lower bids, then including
these unconsidered applications in our demand estimation would introduce attenuation bias into
our estimate of employers’ price sensitivity.

Our approach to measuring consideration sets revolves around three key assumptions. First,
we assume employers are likely to consider applications that they engage with directly, such as
clicking to expand the proposal if its text does not fit within the default bid list display window,
clicking to “pin” an application to the top of their bid list, or sending a direct message to the
worker who submitted the application. Second, we assume that if an employer engages with an
application ranked nth at time ¢, then they are likely to consider all applications ranked above
it, i.e., with ranks < n, at time t. Third, we assume that employers are more likely to consider
applications the earlier they arrive and the higher they are ranked.

We define consideration sets via an algorithm that combines the three assumptions above.
We assign each application a “consideration score” that is a function of (1) whether the employer
directly engaged with the application, (2) the reputation score of the application, (3) the time of
the application’s submission, and (4) whether the application was scrolled past by the employer
before engaging with a lower ranked application. We first define any application as considered if

it has a nonzero consideration score, and then adjust these definitions to have stricter considera-
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tion score thresholds if a job post has implausibly many or few considered applications. Details
of this algorithm can be found in Appendix

As per our research agreement with Freelancer.com, we do not report the exact fraction of
applications that are considered in our sample, but we can report that our measured consideration
sets are reasonably sized with about 12 applications per job post on average in the pre-LLM period
and about 17 applications per job post on average in the post-LLM period. Reflecting the increase
in the number of applications per job post in the post-LLM period, the average fraction of all
applications that are considered decreases in the post-LLM period by about 14 percentage points.

See Table A2 for summary statistics on the size and composition of consideration sets in the

pre-LLM and post-LLM samples.

4. Descriptive Evidence

In this section, we present descriptive evidence suggesting that prior to the widespread adoption
of LLMs, written proposals functioned as Spence-like signals of worker ability; however, following
the widespread adoption of LLMs, this signaling mechanism collapsed. We organize this evidence
into three main findings. First, signals are strong predictors of employer demand in the pre-LLM
period. Second, signals are strong predictors of effort in the pre-LLM period, and, conditional on
being hired, effort is a strong predictor of positive job completion outcomes. Third, in the post-
LLM period, signals are much weaker predictors of employer demand and, for the proposals
written with the platform’s Al-writing tool, signals actually negatively predict effort.

We argue that these three findings taken together provide suggestive evidence that prior to
the mass adoption of LLMs, written proposals functioned as a noisy, yet informative, signal of
effort, which, in equilibrium, was a signal for a worker’s propensity to successfully complete a job,
but that these signals can no longer be relied on to predict job outcomes once LLMs dramatically

lower the cost of producing such written proposals.

4.1. Employers Demand Signals

Figure 4 displays a binscatter of whether an application was ultimately awarded the job on our
signal measure. As per our research agreement with the platform, we do not disclose the level of
hiring rates, so we display win rates on the y-axis normalized (i.e., divided) by the pre-LLM over-

all win rate. Before taking a more formal econometric approach that acknowledges the inherent
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correlation between the outcomes of applications to the same job post, we first present this visual
evidence of the demand response to signals. Note that worker competition is intense, with a very
low hiring rate per application.

Despite these low hiring rates, we see that pre-LLM applications in the right tail of the signal
distribution have nearly four times higher hiring rates than the average application in the pre-
LLM sample. These patterns, which are unconditional on consideration sets, hold despite an
application’s signal and inclusion in the consideration set having a negative correlation coefficient

of -0.078 in the pre-LLM sample.
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Figure 4: Binscatter Win Rate (i.e., Divided by Pre-LLM Mean) on Signal: Pre-LLM vs. Post-LLM

Notes: This figure plots a binscatter of whether the applying worker is hired on signal in both the pre-LLM and post-
LLM samples. As per our research agreement with Freelancer.com, we do not disclose the level of hiring rates, so we
normalize (i.e., divide) the y-axis by the unconditional pre-LLM overall win rate. The post-LLM sample corresponds
to the subsample of post-LLM job posts that were posted after March 26, 2024. This figure uses our preferred measure
of signal, which places twice the weight on custom criteria than on generic criteria, and sets custom scores to zero if
the application is more than 96% copy-pasted from another proposal from the same worker.

While suggestive of our signaling hypothesis, this pattern could be driven by other factors
than a direct demand response to signals, such as the competition each application faces or other
confounding variables correlated with signal.

Table 2 presents the results of a series of estimated multinomial logit models that provide a
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reduced-form approach to capturing employer demand. These estimated models use a variety of
explanatory variables in addition to signal including bid, reputation score, log arrival time (i.e.,
the time between the job posting and when a worker first clicks on the job post), and an applicant’s
country of residence. For each specification, we estimate a version of the model treating all
applications as being in the consideration set and a version including only the applications we
measured to be in the consideration set.

In both pre-LLM specifications used in Table 2, we find that signals are strong statistically
significant predictors of employer demand. Given that the scale of our signal measure is arbi-
trarily defined (without loss), we interpret the coefficients on signal in Table 2 by computing the
decrease in an application’s bid, all else equal, needed to achieve the same predicted increase in
demand as a standard deviation increase in signal.

Using the estimates of Column (2) in Table 2, which only include considered applications,
we find that in the pre-LLM sample, a one standard deviation increase in signal has the same
predicted increase in demand, all else equal, as a $25.67 decrease in bid, which is about 39% of a
standard deviation of considered bids in that sample.

Since of course employers do not directly value workers” proposals themselves, these results
suggest that prior to the mass adoption of LLMs, employers were either using workers” proposals
as signals of attributes they do value, or signals were correlated with an attribute employers
value that we do not observe. Since we observe virtually everything the employer sees about an
application and the worker sending the application, and since over 99.9% of applications in our
sample are sent by workers who have never worked with the job poster before, we argue that
the most likely explanation for these results is that employers were using workers” proposals as a

signal of something they directly value.

4.2. Signals Predict Effort, Which Predicts Job Completion

We argue that proposals primarily function as signals of effort expended by workers in reading
the job post and crafting a written response. Figure 5 presents binscatters of signal on effort.
In the pre-LLM sample, we see a clear increasing and concave relationship between effort and
signal. This relationship suggests that signals are produced with effort, i.e., the longer a worker
spends reading the job post and/or writing her proposal, the more customized and relevant the
proposal is to the job post.

While the visual evidence displayed in Figure 5 suggests a possible causal relationship be-
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Table 2: Reduced-Form Demand for Signal: Pre-LLM vs. Post-LLM

Pre-LLM Post-LLM
(1) (2) (3) (4) ) (6)
All Considered All Considered All Considered
Signal 0.0881 0.0967 0.0250 0.0340 0.0138 0.0246
[0.0030] [0.0031] [0.0051] [0.0050] [0.0061] [0.0062]
Bid Amount -0.0103 -0.0105 -0.0101 -0.0103 -0.0100 -0.0102
[0.0002] [0.0002] [0.0004] [0.0004] [0.0004] [0.0004]
Rep. Score 3.3521 2.0009 5.0119 2.9546 5.0424 2.9911
[0.0732]  [0.0732]  [0.1960]  [0.1954]  [0.1956]  [0.1955]
Log(Arrival Time) -0.0788 0.1673 -0.1144 0.2291 -0.1148 0.2285
[0.0031] [0.0040] [0.0083] [0.0107] [0.0083] [0.0107]
Al-Written 0.2894 0.2365
[0.0696] [0.0731]
Country Controls v v v v v v
WTP for 41 SD of Signal in $ 25.44 25.67 11.49 14.85 6.39 10.82
WTP for +1 SD of Rep. Score in $ 48.71 27.96 78.04 46.24 79.28 47.22
SD of Bid 65.91 65.68 64.25 65.31 64.25 65.31
N Projects 33,105 33,109 5,476 5,344 5,476 5,344
N Applications 990,001 434,756 438,736 102,117 438,736 102,117

Notes: This table presents a series of estimated multinomial logit models that predict reduced-form demand for
signal in both the pre-LLM and post-LLM samples. The post-LLM sample corresponds to the subsample of post-
LLM job posts that were posted after March 26, 2024. Each column represents a different specification using
various controls and sample definitions. All specifications include controls for a worker’s country of residence,
grouped into seven broad categories. Columns (1), (3), and (5) use all applications, while columns (2), (4), and (6)
only use applications that were measured to be in the employer’s consideration set. Columns (1) and (2) are esti-
mated using the pre-LLM sample, while columns (3)-(6) are estimated using the post-LLM sample. All standard
errors are clustered at the job-post-level and displayed in brackets next to the estimates. In lieu of elasticities, we
compute the increase in an application’s bid, all else equal, needed to achieve the same predicted increase in de-
mand as a standard deviation increase in signal and reputation score according to the following: WTP for +1 SD

of variable in $ = SD(variable) x |

B(variable)
B(Bid Amount)|"
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Figure 5: Binscatter Signal on Effort
Pre-LLM vs. Post-LLM, Not Al vs. Post-LLM, AI-Written

Notes: This figure plots a binscatter of signal on effort in both the pre-LLM and post-LLM samples, splitting the latter
by on-platform Al usage. The post-LLM sample corresponds to the subsample of post-LLM job posts that were
posted after March 26, 2024. This figure uses our preferred measure of signal, which places twice the weight on
custom criteria than on generic criteria, and sets custom scores to zero if the application is more than 96%
copy-pasted from another proposal from the same worker.

tween effort and signal in the Pre-LLM period, one might question whether the pattern is pro-
duced simply by the fact that workers who spend more time reading and writing are also the
types of workers to produce better written content. Thus, key to the argument that the relation-
ship is causal is whether the pattern holds true within workers: when a given worker spends
more time writing a proposal, does she produce a higher signal?

Table 5 presents Ordinary Least Squares (OLS) estimates that confirm this within-worker re-
lationship between effort and signal, by regressing signal on log effort with worker fixed effects.
Of the roughly 92,000 distinct workers we observe sending applications in the pre-LLM sample,
around 32,000 of them send multiple applications. The average worker among those 32,000 work-
ers, sends approximately 28 applications in the pre-LLM period. Furthermore, of the workers we
see sending multiple applications, the average standard deviation of effort within worker is 1.27

minutes, which is about 65% of the standard deviation of effort in the entire pre-LLM sample.
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Thus, we argue we have sufficient within-worker variation in effort to credibly test whether the

relationship between signal and effort holds within worker.

Table 3: Signal on Effort Regressions: Pre-LLM vs. Post-LLM

Dependent Variable: Signal
Pre-LLM Post-LLM, Not AI Post-LLM, AI-Written
(1) (2) ) 4) ©) (6)

Log(Effort)  0.8683  0.6246 11339 05044 -09731  -0.3483
[0.0031] [0.0039] [0.0075] [0.0085] [0.0139]  [0.0183]

Constant 55062 55011  7.6710  7.2718 11.1838  12.0064
[0.0041] [0.0038] [0.0104] [0.0084] [0.0196]  [0.0211]

Worker FEs v v v
Adj. R? 0.129 0.391 0.087 0.643 0.093 0.168
N 571,952 531,607 244,472 229971 63,908 58,221

Notes: This table presents estimates from a regression of our signal measure on log ef-
fort. Columns (1) and (2) are estimated on the pre-LLM sample, columns (3) and (4) are
estimated on the applications from the post-LLM sample that did not employ the on-
platform AI writing tool, and columns (5) and (6) are estimated on the applications from
the post-LLM sample that did employ the AI writing tool. Columns (1), (3), and (5) use
only log effort as a regressor. Columns (2), (4), and (6) include worker fixed effects and
are estimated only on the subset of applications from workers with multiple applications
that have non-missing effort and signal measurements within the respective sample. The
post-LLM sample corresponds to the subsample of post-LLM job posts that were posted
after March 26, 2024. Heteroskedasticity-robust standard errors are in brackets.

Column (2) of Table 3 shows that, even within worker, effort is a statistically significant
positive predictor of signal. These results suggest that workers” written proposals function as
noisy signals of effort.

Next, we ask why employers might demand signals of effort. Table 4 presents OLS estimates
regressing whether a worker completes a job with a 5-star rating conditional on being hired
on signal, effort, and various controls.”” Columns (1) and (2) suggest that signals predict job
completion outcomes, even after controlling for other variables that employers may use to select
workers. Column (3) shows that once we control for effort, the coefficient on signal falls by about

41% and that log effort itself is a strong predictor of job completion outcomes.” This result

23Visual evidence of this descriptive relationship between job completion outcomes and signals and effort is pre-
sented in Figure

A4 Table re-estimates column (3) from Table 4 with a corrected measure of effort, accounting for worker fixed
effects in signal production, that we implement when estimating the model presented in Section 5. Column (3)
of Table shows that once we control for corrected effort, signals are insignificant predictors of job completion

outcomes. This result further motivates our claim that proposals are only used as signals in that they are predictors of
effort, and that the information contained within signals, conditional on effort, do not predict worker ability.
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Table 4: 5-Star Completion on Signal and Controls: Pre-LLM vs. Post-LLM

Dependent Variable: Completed with 5 Stars

Pre-LLM Post-LLM
) 2 ) 4) ©) (6)
Signal 0.0174  0.0158  0.0093  -0.0001  0.0025  0.0026
[0.0016] [0.0017] [0.0018] [0.0026] [0.0026] [0.0026]
Reputation Score 0.5336  0.6040 0.4335  0.4743
[0.0365] [0.0367] [0.0824] [0.0819]
Bid ($) -0.0008  -0.0008 -0.0008  -0.0008
[0.0001] [0.0001] [0.0002] [0.0002]
Log(Arrival Time) 0.0022  -0.0034 -0.0039  -0.0087
[0.0024] [0.0025] [0.0053] [0.0054]
Log(Effort) 0.0502 0.0462
[0.0053] [0.0109]
Country Controls v v v v
Adj. R? 0.013 0.048 0.058 -0.001 0.029 0.039
N 8,185 8,185 8,185 1,659 1,659 1,659

Notes: This table presents estimates from a regression of whether the hired worker completes
the job with 5 stars on signal and various controls. Columns (1)—(3) are estimated on winning
applications from the pre-LLM sample, and columns (4)—(6) are estimated on the winning
applications from the post-LLM sample. Columns (1) and (4) use only signal as a regressor.
Columns (2) and (5) include various controls that were likely to be predictive of demand, in-
cluding reputation score, bid, log arrival time, and country fixed effects. Columns (3) and (6)
include the same regressors as columns (2) and (5), and they additionally include log effort
as a regressor. Since columns (3) and (6) could only be estimated on those applications with
non-missing effort, we apply this sampling restriction equally to all columns. The post-LLM
sample corresponds to the subsample of post-LLM job posts that were posted after March 26,
2024. Heteroskedasticity-robust standard errors are in brackets. As per our agreement with
Freelancer.com, we omit the constant term so that we do not disclose completion rates.

implies that while signals do predict job completion outcomes, they do so in large part because
they are correlated with effort, which itself is a strong predictor of job completion outcomes.
The regressions presented in Table 4 are susceptible to selection bias since we only observe job
completion outcomes for workers who are hired. For example, a worker selected with a low signal
may be selected on some other unobservable, to the econometrician, component that positively
predicts job completion outcomes. While we maintain that we observe virtually everything the
employer sees about an application and the worker sending the application, this selection bias
would bias our estimates of the relationship between signal and job completion outcomes towards

zero. Thus, we argue that the coefficients on signal and effort in columns (1)-(3) of Table

most likely lower bound estimates of the true relationships.
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Taking these results together, we argue that they provide suggestive evidence that prior to
the mass adoption of LLMs, workers” written proposals functioned as Spence-like signals of
effort, which employers cannot observe, and that effort itself predicts a worker’s propensity to
successfully complete a job. Thus, in other words, we have presented suggestive evidence that

written proposals functioned as Spence-like signals of worker ability in the pre-LLM period.

4.3. Signaling Breaks Down With Mass Adoption of LLMs

The preceding two subsections built the argument that prior to the mass adoption of LLMs, work-
ers’ written proposals functioned as Spence-like signals of effort, and in equilibrium, functioned
as signals of worker ability. In this subsection, we present descriptive evidence that suggests that
this signaling story breaks down in the post-LLM period. To do so, we now examine the same
empirical patterns presented in the preceding two subsections for the post-LLM period and, in

particular, study the subset of applications written with the on-platform Al proposal-writing tool.

4.3.1. Signals Shift Rightwards in the Post-LLM Period

2 Pre-LLM

Al-Written Post-LLM

Share of Respective Sample

.05

0 2 4 6 8 10 12 14 16 18

Signal

Figure 6: Distribution of Signals: Pre-LLM vs. Post-LLM, AI-Written

Notes: This figure plots histogram estimates of the distributions of signals in both the pre-LLM and post-LLM samples,
where the latter is subsetted to only include the applications using the on-platform Al-writing tool. The post-LLM
sample corresponds to the subsample of post-LLM job posts that were posted after March 26, 2024. This figure uses
our preferred measure of signal, which places twice the weight on custom criteria than on generic criteria, and sets
custom scores to zero if the application is more than 96% copy-pasted from another proposal from the same worker.
The pre-LLM sample has a mean of 5.16, a median of 3.86, and a standard deviation of 2.96, while the post-LLM,
Al-written sample has a mean of 11.88, median of 12.21, and a standard deviation of 3.62.
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Figure 7: Distribution of Proposal Word Counts: Pre-LLM vs. Post-LLM, Al-Written

Notes: This figure plots kernel density estimates of the distributions of proposal word counts in both the pre-LLM
and post-LLM samples, where the latter is subsetted to only include the applications using the on-platform Al-writing
tool. The post-LLM sample corresponds to the subsample of post-LLM job posts that were posted after March 26, 2024.
The pre-LLM sample has a mean of 89 words, a median of 79 words, and a standard deviation of 50 words, while the
post-LLM, Al-written sample has a mean of 155 words, a median of 159 words, and a standard deviation of 43 words.

Figure 3 shows that the distribution of signals has shifted rightwards in the post-LLM period,
but that figure alone does not tell us whether that shift is driven by the use of LLMs to write
proposals. Figure 6, however, shows that when workers use the platform’s Al-writing tool, the
distribution of signals is dramatically shifted to the right relative to both the pre-LLM sample: the
average signal measurement in the pre-LLM sample is 5.16, and the average signal measurement
of applications using the on-platform Alin the post-LLM sample is 11.88. Figure 7 shows a similar
rightward shift in the distribution of proposal lengths of applications using the on-platform Al-
writing tool.

Of particular note in Figure 6 is the high density of proposals in the Al-written post-LLM
sample that receive scores between 12 and 18, which were the scores that exhibited the sharp
increase in hiring rates in the pre-LLM sample in Figure

However, one might question whether this rightward shift in the distribution of signals dis-
played in Figure 3 is driven by some other factor than the use of LLMs. For example, it might be
the case that the types of workers who use the platform’s Al-writing tool are simply more likely
to write better proposals.

To address this concern, Figure 8 presents an event study of the average signal over time

30



I

Signal

J

1
ss| M
mHIIHIH[II[IHIII

T T T T T T T T T T T T T T \ T T T T T T T
23 2119 17 15-13-1 9 -7 5 3 1 1 38 5 7 9 11 13 15 17 19

Months from ChatGPT Launch
Figure 8: Event Study of Signals: Pre-LLM vs Post-LLM

Notes: This figure plots event study estimates of the average signal over time residualizing out worker fixed effects and
clustering standard errors at the worker-month level. The solid vertical line indicates when ChatGPT was released in
November 2022, and the dashed vertical line indicates when the platform’s Al-writing tool was introduced in April
2023.

residualizing out worker fixed effects, which differences out all time-invariant heterogeneity in
attributes like writing ability, language, and prior experience. This figure shows that the average
signal in the pre-LLM period is stable, and that there is a sharp increase in the average signal
precisely when the platform’s Al-writing tool was introduced in April 2023. Furthermore, we see
that the average signal steadily increases over time in the post-LLM period, which is consistent
with either the platform’s Al-writing tool improving over time or more workers in general adopt-
ing the use of Al tools to help write their proposals. We argue that this event study provides
strong evidence that the rightward shift in the distribution of signals displayed in Figures 3 and

is driven by the use of LLMs to write proposals.

4.3.2. Demand for Signals Falls in the Post-LLM Period

Despite the fact that the distribution of signals has a wider variance in the post-LLM sample than

in the pre-LLM sample, Figure 4, Figure 9, and Table 2 all show that signals are much weaker
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predictors of employer demand in the post-LLM period. Figure 4 shows that the hiring rate is
flat across the entire signal distribution in the post-LLM sample. To be clear, this figure does
not restrict the sample to applications using the on-platform Al tool and thus presents visual

evidence of the lack of demand response to signals for any application in the post-LLM sample.
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Figure 9: Event Study of Signals” Predicted Effect on Hiring Probability: Pre- vs Post-LLM

Notes: This figure plots the predicted percentage increase in hiring probability from a 3 unit increase in signals
(approximately one standard deviation in the pre-LLM sample) from regressions of hiring on signal, bid, reputation
score, log arrival time, and an applicant’s country of residence estimated in two-month rolling windows over time,
only including applications we measure to be in the consideration set. The percentage change measured on the y-axis
is computed relative to that two-month window’s baseline hiring probability for considered applications. Also plotted
are 95% confidence intervals around the point estimates. The solid vertical line indicates when ChatGPT was released
in November 2022, and the dashed vertical line indicates when the platform’s Al-writing tool was introduced in April
2023.

To investigate how the market adjusted to the new equilibrium, Figure 9 presents an event
study of the predicted percentage increase in hiring probability from a 3 unit increase in sig-
nals (approximately one standard deviation in the pre-LLM sample) from regressions of hiring
on signal, bid, and controls estimated in two-month rolling windows over time, only including
applications we measure to be in the consideration set. This figure shows that, prior to the intro-
duction of LLMs, a 3 unit increase in signal predicted between a 30% and 40% increase in hiring

probability, conditional on being considered. However, after the release of ChatGPT in November
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2022, this predicted percentage change in hiring probability begins to fall, and after the platform’s
Al-writing tool was introduced in April 2023, this predicted percentage change in hiring proba-
bility falls to about 10%. Note that the overall hiring rate is lower in the post-LLM period, so a
10% increase in the post-LLM period corresponds to an even smaller absolute percentage point
increase than a 10% increase in the pre-LLM period. This figure provides evidence that employ-
ers begin to adjust their beliefs about signals shortly after the release of ChatGPT, and that these
beliefs adjust downwards even further after the platform’s Al-writing tool is introduced.

Column (4) of Table 2, which uses our preferred specification estimated only on applications
we measure to be considered by the employer, confirms the visual evidence presented in Fig-
ures 4 and 9 that the demand response to signals is dramatically weaker in the post-LLM sample.
Comparing the coefficient on signal in Column (4) to that in Column (2), and noting that the
coefficients on bid are essentially the same across both specifications, we find that the coefficient
falls by almost two thirds from 0.0967 to 0.0340.

Although this finding alone shows that the demand response for the absolute levels of our
signal measure falls, it does not necessarily indicate that proposals are relied on less as signals in
the post-LLM period. For example, if the standard deviation of signals increased so much that
the same change in the level of signal did not produce the same demand response as the pre-LLM
period, it may still be that a one standard deviation increase in post-LLM signals produces the
same demand response as a one standard deviation increase in pre-LLM signals. However, as
we can see from the results in column (4) of Table 2, a one standard deviation increase in post-
LLM signal has the same predicted increase in demand, all else equal, as a $14.85 decrease in
bid, as compared to a $25.67 decrease in bid in the pre-LLM sample. Thus, we find that even
when accounting for the increased variance in signals, signals are still much weaker predictors of
employer demand in the post-LLM period.

One might have assumed that the introduction of LLMs made all proposals “look the same.”
As Figures 3 and 6 show, this assumption does not hold true and that there is actually more
variance in the signal distribution in the post-LLM sample than in the pre-LLM sample. Thus, we
conclude that the demand response to signals has fallen in the post-LLM period not because one
can no longer differentiate between proposals, but instead because employers no longer value the
information contained in the variation in proposals.

In the following subsection, we provide evidence for why the demand response to signals

collapses: effort no longer predicts signal post-LLM, and the correlation between signal and
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effort even turns negative for Al-written proposals.

4.3.3. Effort No Longer Predicts Signals in the Post-LLM Period

To see why employers may no longer value the information contained in signals, we point to
the findings in Figure 5 and Table 3. Figure 5 shows that in the post-LLM sample, there is a
clear decreasing and concave relationship between effort and signal for applications written with
the platform’s Al-writing tool. In other words, when writing without the help of an LLM in
the pre-LLM period, higher effort is associated with higher signals; but, when writing with the
help of the on-platform Al tool, higher effort is associated with lower signals, while still having
a higher average signal at all levels of effort than in the pre-LLM sample. Appendix Figure
shows that these trends are robust across a wide range of alternative NLP measures of signals
(TF-IDF, Average Words Embeddings, Sentence-BERT). These visual results are confirmed by the
estimates presented in Table 3. Moreover, column (4) of Table 3 shows that, when controlling for
worker fixed effects, even for those applications not using the platform’s Al-writing tool, effort is
a weaker predictor of signal in the post-LLM period than in the pre-LLM period.

In the pre-LLM sample, just over 77.51% of the applications with valid effort measurements
are being produced by workers reading the job post, crafting a written proposal, and submitting
their applications in under 2 minutes, with an average effort of 1.47 minutes.”> One need only
use an LLM to costlessly generate a written proposal that is as informative as one a worker could
have produced with just two minutes of reading and writing, to have the potential to disrupt
the existing signaling equilibrium on the platform. Thus, we argue it should be clear why LLMs
have the potential to significantly disrupt the signaling value of written communication on the
platform. See Appendix for examples of proposals written with relatively low and high
effort, the first pair from the pre-LLM period and the second pair from the post-LLM period.
These examples illustrate how a difference in signals between a proposal written in 30 seconds
and another written in 2 minutes is much more pronounced in the pre-LLM period than in the

post-LLM period.

BFigure displays how the distribution of efforts differs between the pre-LLM sample and the applications
written with the on-platform Al tool in the post-LLM sample.
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4.3.4. Signals No Longer Predict Job Completion Outcomes in the Post-LLM Period

Columns (4)-(6) of Table 4 shed light on why employers may no longer value signals in the post-
LLM period. All three columns show that signals are no longer statistically significant predictors
of job completion outcomes in the post-LLM period, even before controlling for effort. Column
(4)’s coefficient on signal is an order of magnitude smaller than that in Column (1), and column
(5)’s coefficient on signal falls by about 80% relative to that in Column (2). Finally, column (6)
shows that effort itself is still a statistically significant predictor of job completion outcomes in the
post-LLM period, with a slightly lower coefficient than in the pre-LLM period. However, given
that signals can no longer reliably predict effort in the post-LLM period, employers can no longer

rely on signals to predict job completion outcomes.

4.4. Need for a Model

Taken together, this section presents suggestive evidence that prior to the mass adoption of LLMs,
workers” written proposals functioned as Spence-like signals of effort, which employers could
rely on to predict a worker’s propensity to successfully complete a job. In the post-LLM period,
however, this signaling mechanism appears to have collapsed: signals no longer predict effort or
job completion outcomes, and thus employers no longer value signals.

Although this descriptive evidence is suggestive, it does not allow us to quantify how LLMs’
lowering of the cost of writing proposals has affected the distribution of ability among hired
workers, hiring patterns, or employer and worker welfare. Moreover, descriptive evidence alone
cannot isolate LLMs’ effects on signaling from other changes LLMs may have induced by altering
the nature of work.

To both quantify and isolate the effect of LLMs’ disruption of labor market signaling, we need
to (1) identify the joint distribution of worker abilities and costs of undertaking jobs, (2) identify
how employers” hiring decisions change when LLMs erode the informativeness of signals, and (3)
know how workers of differing abilities would change their bidding behavior in an equilibrium
without signaling.

To see why these three inferences are necessary, suppose we observe the pattern that workers
sending better signals tend to bid higher. First, consider the case in which this pattern results
from high-ability workers knowing they can signal their higher-than-average value to employers

and thus bidding high to capture more surplus, rather than high-ability workers having higher
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costs than low-ability workers do. In this case, if LLMs eliminate signaling, high-ability workers
would lower their bids to compete with lower-ability workers, and employers may end up hiring
a similar distribution of workers as they would with signaling. Now, consider the case in which
this pattern results from high-ability workers having higher costs of undertaking the job than
low-ability workers do. In this case, if LLMs eliminate signaling, high-ability workers may not be
able to lower their bids enough to compete with low-ability workers, and employers may end up
hiring far fewer high-ability workers.

We therefore build a model of labor market signaling in the pre-LLM market, which will
allow us to identify these three necessary components. Once we have estimated the model,
we can simulate a counterfactual market equilibrium without signaling, thereby allowing us to

quantify the isolated effect of LLMs disrupting signaling on hiring patterns and welfare.

5. A Model of the Pre-LLM Market

We develop a static model that combines three typically distinct modeling approaches: we em-
bed a (1) Spence signaling model—workers invest costly effort to produce noisy signals that
positively correlate with their ability in equilibrium—into a (2) discrete choice demand model—
employers form indirect expected utilities over application characteristics and their beliefs about
ability—which, from the workers” point of view, operates as a (3) scoring auction—workers sub-
mit applications competing on multiple dimensions to win a contract.

The overall structure and timing of the model is as follows. Workers arrive at job postings,
learn their own ability and cost of undertaking the job, and apply to these jobs choosing both
a price bid and an effort level to expend on signaling. Signals are realized as a noisy function
of worker effort, and consideration sets are formed based on the observable characteristics of
the workers. Each job poster then hires the worker in her consideration set that maximizes her
expected utility, provided that that worker provides a greater expected utility than the job poster’s
outside option. By hiring a worker, the job poster commits to pay that worker equal to her bid,
and the worker commits to do the work for which she was hired to the best of her ability. The

rest of this section presents the details of our model.
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5.1. Job Posting and Worker Arrival

We model jobs being posted and workers arriving at job posts as being a random exogenous
process, and we assume that all workers who arrive at a job post submit an application.

There is a large number, I, of ex-ante identical employers, each posting one job on a mo-
nopolistic platform, hoping to outsource a task. We use i to interchangeably index both the job
post and the employer posting the job for notational convenience. Each job post, i, has set of N;
workers applying to it, indexed by j € {1,..., N;}.

Each worker j bidding on job post i has a vector of discrete observables x;; € X that workers
do not control.” In our empirical implementation of this model, this vector contains where the
worker is from, when the worker arrives at the job post relative to when the job is posted, and the
worker’s current reputation on the platform. We discuss the precise construction of this vector in
Section

Since these observable characteristics are discrete and X is finite, each worker belongs to one
of finitely many observable types, | X|. Thus, we can provide an ex-ante characterization of each
job post as an |X|-dimensional vector, J;, of natural numbers that define the number of each x-
type worker that arrives at job i.” We define I to be a discrete distribution over the set of possible
ex-ante worker arrivals, J;, that describes how workers jointly arrive at job posts. Worker arrival is
completely determined by their observable type x, and thus worker arrival is neither endogenous

nor selected on unobservables.

5.2. Worker Types

Upon arrival, workers draw a two-dimensional type (c;j, a;;)|x;; ~ i.i.d. from a distribution F,, alxs
which we allow to have any differentiable joint distribution over a compact connected support in

R2. We define cij to be worker j’s opportunity cost of taking the job i and thus represents the

26Gee Krasnokutskaya, Song, and Tang, 2020 for a paper studying a similar DLP context in which worker entry to
a job post is endogenous. This assumption significantly changes and complicates identification and estimation and is
at the core of the empirical challenges overcome by their approach.

2’Note that we include the i subscript on x for two distinct reasons. First, since workers are indexed from 1 to N;
for each job post i, we need a way to distinguish, for example, worker j = 3 applying to job post i = 1 from worker
j = 3 applying to job post i = 2. Second, although the model presented in this section has each worker only appearing
once, in our empirical implementation we see workers applying to multiple job posts, and since some dimensions of
xjj, namely a worker’s arrival time and a worker’s platform reputation at the time of applying to job post i, can change
over time, it is useful to distinguish between a given worker’s characteristics when applying to one job post and that
same worker’s characteristics when applying to another.

28Recall that we constructed our sample so that job posts are homogenous on most observable dimensions. Thus,
we do not include employer or job post observables in our characterization of each job post.
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amount she would need to be paid to be exactly indifferent between taking the job and not taking

the job. We define a;; to be worker j’s ability to do the task involved in job post i.

5.3. Worker Actions and Ex-Post Payoffs

After observing their unobservable type (c;;, a;;), workers choose two actions: a bid b;; and a
signaling effort ¢;;. The latter entails a cost C (eij ; aij), where the cost function satisfies the following
properties:

(i) C(e;a) is twice continuously differentiable in both arguments for all e > 0 and all 4;

(ii hme%o C(e;a) = 0 for all a;

B

(iid ) > 0foralle > 0and all a;

aez

(v a ) < 0foralle> 0and all a.
BCeu

)
)
(iv) a ) > 0foralle > 0and all a;
)
) aeaa < 0foralle > 0and all a.

(vi

This cost function implies that higher-ability workers can produce any given level of signaling
effort at lower cost than lower-ability workers can. Moreover, higher-ability workers face lower
marginal costs of increasing effort at any given level of effort.

Workers pay this effort cost upfront, regardless of whether they are hired, but they only
receive the payment b;; and incur the opportunity cost of working c;; if they are awarded the job.

Thus, a worker’s ex-post utility from bidding b;; and expending effort ¢;; is given by:

Y (b, eij; cij, aij, wiy) = w;j - (b - Cijz - Clej;ai) 1

indicator for winning  net benefit of working  upfront cost of effort

where w;; is an indicator for whether worker j is awarded job i.

5.4. Signal Production

Workers’ signaling effort e;; is combined with signaling noise ¢j; to produce a signal s;j, conditional

on their observable type x;;, according to signal production functlon

where:
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(i) €

1s independent of (c;j, a;j, ¢;) conditional on x;j;

(i) ¢ is distributed i.i.d. according to Fg|, with E[e |xi]~] =0 forall x;; € X;

) €
)
(iii) for alle > 0 and all x € X, f*(e; x) is continuously differentiable in e;
(iv) foralle > 0 and all x € X, 25443 ~ o,

By modeling signal production in this way, we are making two key assumptions. First, we
are assuming that workers know how much effort they put into a proposal, and they know the
distribution of signals that this effort might produce, but they do not know what that realization
will be. Second, we are assuming that a worker’s ability a;; only affects the cost of producing

signals, not the production of signals themselves.

5.5. Consideration Sets

A key feature of our empirical setting is that employers do not consider all workers who apply
to their job posts. Similar to our model of worker arrival, we model consideration sets as being
a random exogenous process. In particular, our model incorporates a very specific notion of
consideration: consideration is a binary status such that an employer observes an application if
and only if it is considered.

We model consideration set formation as being jointly dependent on all the observables of
the applications that job post receives, {x;;}jen;.

Formally, we model the probability that a worker j is considered by job poster i with the

function
Q(xl']', xi,_]’) = IP(q,‘]' = 1‘X,’j, xi,_]’) : XNi — (O,l), (3)

where x; ; = (xik) is the vector of observable characteristics of all the other
ke{1,..,N;} and k#j

workers applying to job post i, and g;; is the indicator for whether employer i considers worker ;.

Furthermore, let Q; = { j€{0,1,...,N;} | q;; = 1} be employer i’s consideration set, where j = 0

represents the outside option discussed below.

2For example, a worker’s reputation score determines her positioning on the bid list only insofar as it compares to
her competitors” reputation scores.
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5.6. Employer Choices and Ex-Post Payoffs

We model employer labor demand following the tradition of differentiated goods discrete choice

demand models. In particular, we model each employer i’s indirect utility of hiring worker j as
U* (b, agj, vij; xi7) = T(xi5) + B - aij — & - by + vy, 4)

where T(x) is the utility for hiring a worker with observables x, holding fixed the worker’s ability
and bid, and v;; is a stochastic utility shock distributed i.i.d. according to F,.

Moreover, employer i receives utility Uy = Uy + vjp from selecting the outside option—e.g.,
doing the work themselves, or simply not hiring anyone—where v;g is also drawn i.i.d. according
to F,, and we normalize Uj, to 0.

We interpret T(x) as potentially including both worker ability, common to all workers from
group x, that does not enter signaling costs and a taste-based utility from hiring a member of that
group.” For ease of exposition, we refer to the signaling-relevant ability a;; simply as “ability” in
the remainder of the paper.

In addition, we interpret v;; as an employer-worker-specific idiosyncratic taste shock or match
effect. Our key assumption is that workers do not observe v;; before making their bid and effort
choices.

Finally, we assume that employers exogenously abandon their job post, completely indepen-
dent of the workers who apply to it, with probability (1 — 7), where 7t € (0,1). This assumption
helps rationalize why employers sometimes choose their outside options even when they have

very good workers in their consideration sets.

30Employers can only hire those applications in their consideration sets, but their utility from hypothetically hiring
an unconsidered worker who applies to their job post is still well-defined.

3We are not be able to recover non-signaled worker ability, since we cannot separately identify ability from taste-
based utility in T(x), but this poses no challenge to estimating our counterfactuals since we are only changing how
workers are able to specifically signal their signaling-relevant ability a;;.

32For example, the taste shock could be derived from looking at a worker’s profile picture or the aesthetics of their
writing style. Most likely, given we observe essentially everything that an employer observes about an application,
other than a worker’s profile picture and name, this term either captures pure randomness in employer decision-
making (e.g., salience bias for certain applications) or it captures elements about the text signal that we do not capture
in our measure of signal, i.e., it contains measurement error.
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5.7. Worker Information and Strategies

Workers all simultaneously choose their actions after observing their own abilities 4;;, costs cjj,
and observable types x;; without observing anything about their competitors, including how

many of them there are. Thus, the strategy of each worker j applying to job post i is a function
Oij * (]RZ X X) — ]R%_ (5)

that maps their type (c;j, a;j; x;j) to their actions (b;j, e;;). Where useful, we define the functions
U'Z(C, a; x) and (Tf] (¢,a; x) to denote the bid and effort components of worker strategies, respectively,
such that o;j(c,a;x) = (Ug.(c, u;x),afj(c, a;x)).

5.8. Employer Information and Strategies

Each employer chooses which worker to hire, or the outside option, after observing only the
bids, signals, observable characteristics of the workers in their consideration sets, as well as the
utility shocks of those workers and the outside option. Thus, the strategy of each employer i with

consideration set Q is a function
71 (RYMQ2 % xI071) 5 0 ©6)

that maps the vector of considered bids b, signals s, observable characteristics x, and utility shocks

v to a discrete choice of which worker in the consideration set to hire, or the outside option.

5.9. Equilibrium Definition

We restrict attention to type-symmetric pure-strategy Perfect Bayesian Equilibria (psPBE), which we
define in our setting to be a worker strategy profile ¢*, an employer strategy profile 7%, and
a system of beliefs™ for employers u* such that, for all possible realizations of worker types,

competitor sets, consideration sets, signaling noise, and utility shocks:

3The term 3 - |Q| — 2 in the domain of 7; comes from the fact that the outside option has no bid or signal but does
have a utility shock, i.e., we have |Q| — 1 bids, |Q| — 1 signals, and |Q] utility shocks.

34We omit discussion of off-path beliefs, and we further restrict our equilibrium concept to one in which all bids in
the allowed range for the job posts in our empirical sample, i.e., [$30,$250] are on-path. Moreover, we note that the
signaling noise in each worker’s signal production yields a full support of on-path signals for any on-path effort. This
feature of our model in combination with the assumption that employers do not observe worker effort implies beliefs
need not be defined for off-path effort.
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1. Employers form correct beliefs’” according to Bayes’ rule:

w (b,s;x,0") = Ecppes [a } U*b(c,a;x) =b, s(0*(c,a;x);¢,x) =s; x]
2. Employers decide whom to hire to maximize their expected utility:

argmax{uE (bk’y*(bk’sk;xk’g*)'vk;xk)} if max {UE (bk/ﬂ*(bk,sk;xk,ff*),vk;xk)} > 1
" (b,s,v;x,Q) = { keQ\{0} keQ\{0}

0 if otherwise

3. Workers choose bids and efforts to maximize their expected utility:

c* (c,a;x) = argmax {p (b,e;x, 0", 7°) - (b—c) — C(e;a)},
(be)eR%

where p (b, e; x,0, T) is the ex-ante probability that worker j is hired:

P
Cojl_j X /s v,Q

j € Qand
b . .
j=t (b, Ufj(c,]v,a,j,x,j), (e,e],x) j <C,/,ll,],€7], 7],06) SV X, X, Q)

b,e; x,0, T)

with

O'Ej(ij,ﬂfj} i) = ( (cx, ar; x ))

keQ\{j,0}

5—j

/N

ij/afj? X_j, O )E o (Ck, ag; Xx); serk))keQ\{j,O}'

cj= (Ck)keQ\{j,O}/ a_j = (ak)ke\{j,00 X—j = (X)ke\{j,03 and € = (e} )ke\(j,0}-

5.10. Identification

Identifying the model poses two key challenges. First, to identify workers’ costs and abilities
from their observed equilibrium bids and efforts, we must first identify their ex-ante equilibrium
beliefs about their chances of being hired as functions of their bids, efforts, and observables.

Second, to identify employers” preferences from their observed equilibrium choice probabilities,

we must first identify their equilibrium beliefs about worker ability as functions of bids, signals,

%Note that because employer utility (Equation 4) is linear in ability, the equilibrium only depends on the mean of
employers’ posterior beliefs, rather than the whole posterior belief itself.

36For example, suppose we observe a worker submitting a high bid. Without identifying that worker’s beliefs
about her probability of being hired, we cannot disentangle whether she is bidding high because she has a high cost
of undertaking the job or because she believes she has a high chance of winning even with a high bid.
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and observables.

We overcome these two challenges sequentially by exploiting the information structure of our
model. First, we identify worker beliefs from observed conditional hiring probabilities. Because
we observe everything that is commonly observable to both workers and firms, a worker’s ex-ante
belief about her probability of being hired is independent of her private type (cost and ability),
conditional on her bid, effort, and observables. As a result, worker beliefs equal empirical hiring
probabilities as functions of bids, efforts, and observables, and thus they are directly identified
from data on employer choices. Once we have identified worker beliefs, we can invert workers’
first order conditions (FOCs) to infer their costs and abilities from their observed bids and efforts.

Second, having identified worker costs and abilities, and thus having identified the joint
distribution of worker private types, actions, and observables, we can identify employer beliefs
about ability as functions of bids, signals, and observables. These identified employer beliefs
enable us to identify employer demand through the standard discrete choice arguments.

The remainder of this subsection presents the preceding argument in more detail.

5.10.1. Identifying Supply

The key to identifying labor supply is that a worker’s private types neither affect her chance of
being hired, conditional on her bid and effort, nor the realization of her signal, conditional on her
effort. Thus, observing hiring probabilities as functions of bids, efforts, and observables directly
identifies worker beliefs about hiring probabilities. We denote this equilibrium hiring probability
function P* (b, ¢; x), which is the reduced form of p (b, ¢; x;j, o, T*, u*).

We can write workers’ first order conditions for optimal bids and efforts as a function of

P*(b,e; x) and its derivatives

P*(b,e; x) + (aabP*(b, e;x)) “(b—c¢)=0; (7)
<aaeP*(b, e;x)) “(b—c)— aCéee;a) =0. (8)

37For example, suppose we observe that employers are willing to hire workers with high bids. Without identifying
employers’ beliefs about worker ability, we cannot disentangle whether this pattern is the result of employers being
price insensitive or believing that high-bid workers have high ability. Additionally, suppose we see that employer
demand is highly responsive to signals. Without identifying how employers form beliefs about ability as a function of
those signals, we cannot disentangle whether this responsiveness is due to employers having a high WTP for ability
or due to employers” beliefs about ability being highly responsive to signals.

3We conjecture that due to the noise in signal production and the taste shock v, the reduced-form win-probability
P*(b, e; x) is differentiable in both bids and efforts over ]Ri.
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To achieve identification of the joint distribution of worker types F.,,|,, we assume that each
worker’s observed bid and effort are interior solutions to her optimization problem™ and that
Equations 7 and & hold with equality for all applications (i,j). Thus, we can invert the FOCs,

following the tradition of Guerre, Perrigne, and Vuong (2000), and write them as:
9 -1
Cij = bif + P*(bi]" €ijs xij) ' <abP*(b' & xij) ‘ (b,e)=(bj €ij)> ’ ®)

d d -
= —DP*(bjj, eij; xij) - (P*(b,e;xi') ) : (P*(b,e; Xij) ) :
e:eij / 4 4 ae ] ‘ (b,e):(bij,eij) ab J ‘ (b,e):(bij,ei/)

(10)

aC(e; 111']')
de

The right-hand sides of Equations 9 and are both identified from having identified
P*(b,e;x). Thus, we have identified the joint distribution of worker costs and equilibrium
marginal costs of effort.

To translate these marginal costs to abilities, we must specify a functional form for the effort
cost function C(e;a) with the additional property that for any k > 0 and ¢’ > 0, there exists a
unique a* in the support of a such that % . = k. Note that a is serving as the free param-
eter in the cost function, and since it varies at et;lee (i,7) level, we cannot identify any additional
parameters in the cost function.

Finally, note that, because ability enters linearly in employer utility, any affine rescaling of

ability in the effort cost function can be absorbed by the corresponding utility coefficient.”" Hence,

we normalize this transformation to the identity without loss of generality.

5.10.2. Identifying Demand

In equilibrium, workers choose bids and signaling efforts, as functions of their costs and abilities.
Therefore, employers’ choice probabilities, as functions of bids and signals, do not directly reveal
their disutility for wages or their willingness to pay for ability, since bids and signals encode
equilibrium information about workers’ abilities.

However, having identified the equilibrium joint distribution of bids, signals, and abilities,
we identify the equilibrium belief expectation function Ela|b, s; x|, which is the reduced form of

w(b,s;x,0").

3'We thus assume that each worker choosing a bid of $30 or $250 is globally optimizing over R.

40For example, if we defined ability to enter the cost function as 2a rather than a, then we would simply estimate
a demand parameter on ability that is half as large, and the economic interpretation of our estimates would be
unchanged.
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Thus, substituting identified employer beliefs into the employer indirect utility function from
Equation 4, we can write employers” indirect expected utility as a function of bids, signals, ob-

servables, and taste shocks:
EUE(bZ']', Sij/ 1/1']',' xl']') = T(xi]-) + ﬁ . IE[Eli]'|bi]', Sij; xz-j] — - bl] -+ 1/1‘]'. (11)

Recall the key assumption that workers do not observe their taste shock v;; before applying.
Therefore, observing how conditional hiring probabilities vary with bids, observables, and

the now-identified equilibrium beliefs about ability identifies the demand parameters «, , and

T(x)xgx.

6. Estimation

We estimate the model using a simulation-based estimator whose structure mirrors the identifi-
cation argument. The estimator finds the supply and demand parameters 6 that maximize the
likelihood of observed employer choices—functions of bids, observables, consideration sets, and
beliefs—subject to the constraints that (i) workers” simulated first-order conditions hold exactly
as functions of 6, and (ii) employers” posterior mean beliefs about worker ability are consistent
with the joint distribution of types implied by 6.

Estimation proceeds in three stages. First, we invert simulated worker FOCs—using flexible
estimates of the signal production functions and employer choice probabilities as functions of
bids, signals, and observables—to recover worker costs and abilities. Second, we nonparametri-
cally estimate employers’ equilibrium mean beliefs about worker ability from the recovered joint
distribution of worker types. Finally, we estimate labor demand by maximizing the likelihood of
observed employer choices as functions of bids, beliefs, and worker observables.

The remainder of this section summarizes the key details of our estimation procedure, the

full details of which we present in Appendix

6.1. Estimating Supply

This subsection describes how we estimate labor supply, which includes how we stratify our
data by worker observables, how we estimate signal production functions, and how we simulate

worker FOCs to recover worker costs and abilities.
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6.1.1. Data Stratification by Worker Observables

To maintain nonparametric flexibility when estimating labor supply, we stratify our data by ob-
servable characteristics. We construct groups using Cartesian products of workers’ country, ar-
rival times, and reputations. By arrival time, we specifically mean the time elapsed between the
job being posted and the worker first clicking on the job post.” By reputation, we mean the one-
dimensional “reputation score” that the platform assigns to each worker in order to rank them
in the bid list.”~ This process results in 56 groups. The exact definitions of and statistics on these

groups can be found in Appendix

6.1.2. Estimating Signal Production Functions

Although the deterministic portion of our signal production function f°(e; x) is nonparametrically

identified, we impose a parametric functional form to estimate it. In particular, we assume that:
Sij = Ks(x,‘]') + ’}/S(xl'j> . log(ei]') =+ Si]-, (12)

where K°(-) and 9°(-) > 0 are functions from X to R that map the observable type x;; to the
signal production function’s intercept and slope, respectively. Furthermore, we assume that the
distribution of signaling noise Fes|, = N(0, Ves(x)), where Ves(x) is a function from X to R that

describes the variance of the signaling noise conditional on the observable type x;;.

Effort Correction Before using our effort measurements in our estimation procedure, we im-
plement a correction that uses an empirical Bayes estimator of worker random effects in signal
production that addresses a key concern with our measurement. Some workers may be more
time-efficient at expending effort than others, and thus two workers spending the same amount
of time reading and writing may not be expending the same amount of effort. In words, this

effort correction can be interpreted as follows: if worker j, who is observed spending ¢ minutes

“IWe impute arrival time as the time elapsed between the job being posted and the worker’s application being
submitted for each worker whose first click is either missing or measured to be after their application was submitted.
Note, however, that these workers are dropped from any analysis that requires use of a worker’s effort.

“Employers observe many of the inputs to the reputation scores, they see the ranking of the workers in the bid
list, but they do not see the actual scores. Using the platform’s reputation scores as a proxy for one-dimensional
“reputation” is a convenient way to collapse what is otherwise high-dimensional data about each worker. Conditional
on choosing to collapse these worker-level data into one dimension, we argue it makes sense to trust the platform’s
algorithms over one we could devise on our own, especially given we do not have access to all the detailed data that
the platform uses for its algorithm.

#3In principle, we could allow Vs to vary with effort e, i.e., we could allow for heteroskedasticity.

46



of raw effort, produces on average the same signals as the average worker spending ' minutes,
then worker j’s true effort when spending t minutes is defined to be . The precise details of this
correction can be found in Appendix

Once we have corrected effort, which we simply refer to as “effort” for the remainder of the

paper, we estimate Equation 12 separately for each x-type using OLS.

6.1.3. Estimating Worker Beliefs

Overview To estimate labor supply, we must estimate worker beliefs, i.e., the equilibrium win-
probability function P*(b,e;x). To do so, we simulate many job posts and signal realizations,
compute the probability of a fixed worker of type x winning each simulated job post as a func-
tion of (b,e), and then numerically integrate over all simulated job posts, including the signal

realizations, to obtain an estimate of P*(b, ¢; x).

Simulating Job Posts For this numerical integration to accurately estimate worker beliefs, we
need to ensure that we sufficiently cover the support of both signaling noise and competing
workers’ bids and signals. Therefore, we first bootstrap consideration sets—vectors of counts of
each x-type considered at each job post—to expand our simulated sample well beyond the size of
our data. Then, we leverage the fact that workers choose bids and efforts based only on their own
types and the fact that signaling noise is drawn i.i.d. conditional on each worker’s observable
type to bootstrap many draws of bids and signals at the individual worker level conditional on
x to fill in the support of bids and signals for each x-type. Finally, we simulate many draws of
signaling noise from our estimated ﬁ‘gs| . for the worker whose win-probability we are simulating

to fill in the support of her own signal realizations conditional on her observable type.

Ex-Interim Equilibrium Win-Probability Approximation Before performing our numerical in-
tegration, we need to estimate a worker’s ex-interim equilibrium win-probability at each job post
as a function of her bid and signal, given the bids and signals of all other considered competitors
at that job post. We do so by first assuming that F, is Type I Extreme Value, which implies that

employers choose workers according to the standard logit formula.

4“Table re-estimates Tables 4 and yields the model-predicted result that when regressing job completion rates
on signals, controlling for corrected effort, the coefficient on signals becomes insignificant, while the coefficient on
corrected effort remains strongly significant. In other words, signals are only predictive of worker ability in that they
proxy for effort.
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Not yet knowing employer beliefs but knowing they must be some function of b, s, and
x, we approximate the employer expected utility in Equation 11 by a linear function of bids,
signals, and observables, which we denote 5(191-]-,51-]-; Xij, 5), where 6 are the parameters of this
approximation. We estimate by maximizing the standard logit likelihood of observed employer
choices as functions of bids, signals, and observables.

Once we have estimated §, we can compute an x-type worker’s ex-interim equilibrium win-
probability at a simulated job post m as a function of her bid b, effort ¢, and simulated signaling
noise ¢°, and simulated consideration status g,,;, conditional on the employer not exogenously
abandoning the job post, as:

5 (b,j?s(e;x) +e, x,b:)

Pyi(b,e) = qu;- - = - = (13)
" " 1490 (b, fi(e;x) + sfﬂj; x,G) + Lkeu\{0,} ¢ (bmk/ Sk; Xk 9)

Finally, we compute the ex-ante equilibrium win-probability function as:

-1

M M Nm ~
P*(b, e; x) = 77 - (E me> 2 Z P:’;](b, 6) . Il{xm] = X}, (14)
m=1 m=1j=1

where M is the number of simulated job posts, Ny, is the total number of workers simulated at job
post m, Ny,x is the number of workers of observable type x simulated at job post 1, and recall that
(1 — ) is the exogenous probability that an employer abandons a job post. We similarly compute

the derivatives of P*(b, ¢; x) with respect to b and e using the analytic derivatives of P* j(b.e).

Inverting Worker FOCs To simulate worker FOCs, we need to specify a functional form for the

effort cost function C(e; a). We assume that

2
e

Cley;aij) = 2-exp (a;)

(15)
For each worker in our data with a valid effort measurement, we invert the simulated FOCs
by plugging P*(b,e; x) and its derivatives, as well as the parametric form of C(e;a), into Equa-
tions 9 and 10, which yields estimates of each worker’s cost ¢;; and ability a;;. Thus, we have a

nonparametric estimate of the joint distribution of worker costs and abilities f-“\cx,ﬂ -

45This exponential functional form assumption helps us fit our data better than a linear function would and helps
us rationalize why some workers find it profitable to expend very little effort (e.g., 10 seconds) while others find it
profitable to spend an order of magnitude or more effort (e.g., 12 minutes) even at convex cost.
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6.2. Estimating Employer Beliefs

To make our estimation of employer beliefs more feasible, we make the assumption that employ-
ers form beliefs about workers’ abilities based only on workers” signals and observables, and
not their bids.”” This assumption is not costless, but we believe it is a reasonable one in our
empirical setting.”” Thus, we assume that employers’ equilibrium belief function takes the form
u*(s;x) = E[als; x].

To estimate employer beliefs, we use the estimated joint distribution of worker types F,, alx
to fit a flexible nonparametric model of the conditional expectation E[als; x] with the shape re-
striction that it is weakly increasing in s for each x—a condition which our model’s equilibrium
implies.

We operationalize this nonparametric estimation by first estimating an isotonic regression of
ability on signal, separately by observable group x, and then fitting a Piecewise Cubic Hermite
Interpolating Polynomial (PCHIP) to the isotonic regression. This approach allows us to capture
data-driven non-linearities, while also ensuring that the estimated employer belief function is

continuous, differentiable, and monotonically increasing.

6.3. Estimating Demand

Once we have estimated the employer belief function ji(s;x), we apply it to each application
in our data to obtain pseudo-data on employer beliefs.”” We can then estimate labor demand
parameters &, B, and T(x) ex by maximizing the standard logit likelihood of observed employer

choices as functions of bids, beliefs, and observables.

46This step is where our assumption that bids do not enter employer beliefs simplifies things the most. It is far
easier to fit a nonparametric model of a conditional expectation, separately by observable group, in one dimension,
rather than two. In principle, our procedure could be modified to allow for bid information to be included in employer
beliefs, but this would either require placing more structure on these beliefs or coarsening worker observable groups
even further.

47We argue the reasonability of this assumption in three points. First, the cognitive load employers would face
in order to form beliefs based on two-dimensional worker strategies separately for each observable group is quite
high, and thus it is plausible that employers would simplify their inference problem by focusing on the dimension of
applications more saliently and directly related to ability. Second, given the wide distribution of worker’s countries
of residence, employers may not have a good sense of how each worker’s bid relates to her opportunity cost, making
it difficult for them to infer ability from bids. Third, anecdotally when reading how workers discuss application
strategies on online forums, they rarely mention considering how their bid may be viewed as a signal of ability.

#8Note that while we could only estimate labor supply using the subset of workers with valid effort measurements,
we can estimate labor demand using all applications in our data since we have observed bids and signals for all
applications.
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7. Estimation Results

In this section, we present the key results of our estimation procedure. We first present selected
results from the estimated joint distribution of worker costs and abilities, followed by selected
results from employer demand estimates. The rest of our estimation results can be found in

Appendix

7.1. Supply Estimates

Table 5 presents summary statistics of the estimated marginal distributions of worker costs, abil-
ities, and writing costs. To make our estimates of ability more interpretable, we present them
in terms of dollars of employers” willingness to pay (WTP) computed as % -@, where B is the
estimated coefficient on ability and @ is the estimated coefficient on bid, both from estimated

employer demand.

Table 5: Supply Estimates

Mean SD P20 P40 P60 P80
Worker Cost  $46.26 $73.81 -$13.79 $38.28 $50.18 $107.85

Abilityin$  $31.83 $52.16 -$16.60 $13.82 $44.96 $80.85

Notes: This table shows summary statistics of the marginal distributions of esti-
mated worker costs and abilities. Ability is shown in dollars of employers’ willing-

ness to pay (WTP) computed as % -d, where B is the estimated coefficient on ability
and @ is the estimated coefficient on bid, both from estimated employer demand.

We only obtain estimates of worker cost and ability for those workers who we ob-
serve a valid effort measurement.

We find there to be substantial heterogeneity in both worker costs and abilities, with a range
between P20 and P80 of $121.64 and $97.45 respectively. We estimate that over 25% of workers
have negative costs, meaning they would be willing to pay to be hired. This finding almost surely
arises from the fact that our model ignores dynamics, and thus we are not capturing a worker’s
continuation value of being hired for a job, which may be particularly important for workers with
low reputations who are trying to build up their on-platform reputation.

The wide range of estimated abilities highlights the importance of signaling in this market.
Though Table 5 shows unconditional distributions of costs and abilities, we find that within-group

variances of costs and abilities dwarf between-group variances with between group variances only
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Figure 10: Binscatter Ability on Signal

Notes: This figure plots a binscatter of estimated worker ability on signal, where the former is measured in dollars of

employers’ willingness to pay (WTP) computed as % - @, where B is the estimated coefficient on ability and @ is the

estimated coefficient on bid, both from estimated employer demand. Also plotted are 25th and 75th percentile bands
of ability within each signal bin. The correlation coefficient between signal and ability is 0.547.

explaining around 2% and 3% of the total variances of costs and abilities respectively. Thus, even
conditional on observables, an employer hiring a worker without further information on ability
could end up with a wide range of abilities.

Further highlighting the importance of signaling, Figure 10 presents a binscatter of estimated
worker ability on signal, with 25th and 75th percentile bands of ability within each signal bin.
This figure shows a strong positive correlation (0.547) between signals and abilities, and both the
slope of ability on signal and the relatively tight interquartile range show that signals are good
predictors of ability in the equilibrium being played in the data.

Finally, Figure 11 presents a binscatter of estimated worker cost on estimated worker ability,
with 25th and 75th percentile bands of ability within each cost bin. This figure highlights a key
feature of our estimates that impact our counterfactuals: worker costs and abilities are positively
correlated. Even though the correlation is not particularly strong (0.193), this correlation generally

implies that higher-ability workers also have higher costs. Thus, in a market without signaling,
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Figure 11: Binscatter of Worker Cost on Ability

Notes: This figure plots a binscatter of estimated worker cost on estimated worker ability, where the latter is measured

in dollars of employers” willingness to pay (WTP) computed as % -4, where B is the estimated coefficient on ability

and @ is the estimated coefficient on bid, both from estimated employer demand. Also plotted are 25th and 75th
percentile bands of ability within each cost bin. The correlation coefficient between cost and ability is 0.193.

when price competition increases, higher-ability workers may be priced out of the market, when
they may otherwise have been hired in a market in which they could signal their ability.
More detailed results on the estimated distributions of worker costs and abilities, equilibrium

strategies, and signal production functions can be found in Appendix

7.2. Demand Estimates

Table 6 presents our main demand estimates. Our price coefficient generally aligns with our
estimated price coefficient from our reduced-form demand estimation, the results of which are
presented in Table 2. Our estimated coefficient on ability implies that a one standard deviation
increase in ability, all else equal is valued at about $52.16 by employers, as our estimates showed
in Table 5. Importantly, this estimate of the WTP for ability should be interpretted as specifically
being the WTP for a standard deviation increase in the ability that can be signaled. As we made

clear in Section 5, we cannot separate group-level non-signaled ability and taste-based group
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Table 6: Demand Estimates

Main Demand Parameters

Parameter Value Description
|| 0.0110 Price Coefficient
B 0.1644  Ability Coefficient
1-m 42.51% Abandon Rate

T(x) by Group Summary Statistics

Group Mean Standard Deviation
Overall $-7.03 $62.58
Reputation Groups

Rookie $-33.58 $59.84
Low $-28.88 $53.46
Middle $-7.65 $45.11
High $53.69 $43.04
Arrival Groups

0-5 mins. $-52.61 $56.88
5-45 mins. $-5.83 $48.15
Spike Arrivals $-1.14 $54.82
>55 mins. $43.17 $44.92
Country Groups

South Asia $-48.78 $57.21
English Speaking  $0.67 $54.11
Europe $26.26 $54.82
Other $5.44 $55.17

Notes: This table presents the estimated demand parameters
from structural estimation described in Section 6.3. The main
parameters of interest are the price coefficient , and the abil-
ity coefficient . Also included is the estimate of the abandon
rate (1 — ), as well as summary statistics of the distribution
of estimated group-level “fixed effects” T(x), which we report
in dollars of employers” willingness to pay (WTP) computed as

T(x)/|a|. The summary statistics of T(x) are aggregated by three
different groupings corresponding to the three dimensions on
which we group workers into x-groups: reputation, arrival time,
and country of residence. These groups aggregate across the
56 raw estimates of T(x) by the Cartesian product of reputation
group, arrival group, and country group.
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preferences in our estimates of T(x).

Finally, note that one should only interpret the dollar value estimates of T(x) relative to
each other, or relative to the mean outside option value, which is noramlized to zero plus the
dollar-valued mean of the T1EV distribution. Our estimates of T(x) broadly fit our expectations
from anecdotal evidence from the market. All else equal, employers prefer workers with high
ratings over those with middle and low ratings, and they slightly prefer workers with poor
ratings that have some experience over those that have no experience on the platform. Employers
prefer workers who take their time to arrive at job posts, rather than those that arrive quickly
upon the job being posted. Finally, employers prefer workers from non-majority-English-speaking
European countries the most, then workers from the large “Other” grouping, then workers from
English Speaking countries, and lastly they have a sharp dislike for workers from South Asia.
Note that these T(x) estimates are separate from the group level prior beliefs, i.e., before signaling,

about ability, i.e., E[a|x].

8. Counterfactuals

In this section, we describe our simulated counterfactuals. Our main counterfactual imagines a
counterfactual state of the world in which LLMs have changed nothing in the market except for
bringing writing costs to zero. In such a world, workers could each write arbitrarily customized
proposals for free, thus rendering signaling uninformative in equilibrium. As such, our main
counterfactual is a “no-signaling” (NS) equilibrium, in which workers only choose bids, and
employers only use worker observables to form beliefs about worker abilities. We compare the
equilibrium market outcomes of this counterfactual to that of the “status-quo” (SQ) equilibrium
we have estimated in the data, in which workers signal with costly effort.

As a benchmark for our welfare estimates, we also simulate a “full-information” (FI) equi-
librium, in which employers have perfect information about worker abilities, and thus workers
again only choose bids. This counterfactual helps us put the welfare differences between the
no-signaling equilibrium and the equilibrium we estimate in the data into context.

In the NS counterfactual, workers choose bids b only according to their costs ¢, and employers

only use a worker’s observables x to predict their ability a according to group means E[a|x].

“'Note that we maintain the assumption used in our estimation procedure that prices are not used as signals to
help us compare “apples to apples” when comparing the no-signaling equilibrium to the equilibrium we estimate in
the data.
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In the FI counterfactual, workers submit bids b according to their costs c and abilities a, and
employers observe each worker’s true ability 4. In both counterfactuals, there is no signaling, and
thus no cost of effort.

We solve for the equilibrium of each of the NS and FI counterfactuals using bootstrapped
job posts, worker observables, consideration sets, and worker types from our data and from our
supply estimates.” For the simulated SQ equilibrium, we similarly use bootstrapped job posts,
worker observables, consideration sets, and worker types, and we additionally bootstrap bids
and efforts from our estimated equilibrium strategies that map worker types to bids and efforts.
We then simulate signals according to our estimated signal production functions and our boot-
strapped efforts. In all three equilibria, we simulate employer choices according to our estimated

demand parameters, using our estimated employer belief functions for the SQ equilibrium.

8.1. Hiring Patterns

In this subsection, we compare the hiring patterns of the NS and SQ equilibria to shed light on
how losing access to signaling changes both hiring rates and the composition of hired workers.
Broadly, we find that without signaling, as compared to the status quo, employers hire fewer
high-ability workers and more low-ability workers, and they hire slightly fewer high-cost workers
and slightly more low-cost workers. Accordingly, the market becomes more price-competitive.
The average winning bid in the NS equilibrium is $102.68 as compared to $108.02 in the SQ
equilibrium, a decrease of 4.94%. Figure 12 presents the distribution of winning bids in both the
SQ and NS equilibria, showing that the distribution of winning bids in the NS equilibrium is

shifted to the left, with a higher mass of winning bids at lower levels.

8.1.1. Extensive Margin Changes

Firstly, we find a very modest extensive margin response. The hiring rate—the probability that
a posted job hires a worker—decreases from 40.86% in the SQ equilibrium to 40.23% in the NS
equilibrium. This small decrease of 0.63 percentage points is somewhat driven by the fact that
we estimate that 42.51% (i.e., 1 — 7T) of job posts are exogenously abandoned. Conditional on an

employer not abandoning the job post, we find that the hiring rate decreases from 71.08% in the

50We do not prove the uniqueness of these counterfactual equilibria, but we do note that the scope for multiplicity is
far more limited than in our full model, given that workers only choose one-dimensional bids and there is no signaling,
and thus no equilibrium belief formation.
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Notes: This figure plots histogram estimates of the distribution of winning bids in both the status-quo (5Q) and no-
signaling (NS) equilibria

SQ equilibrium to 69.98% in the NS equilibrium, a decrease of 1.10 percentage points, or a 1.5%
drop. Given how small this change in even the conditional hiring rate is, we focus the rest of our

analysis on the intensive margin.

8.1.2. Changes in Hiring by Ability and Cost Quantiles

The impact of workers losing the signaling mechanism is clearest when examining the changes to
the hiring rates by worker type of the form IP(Hired|worker type). Figure 13 presents a heatmap
of the percentage change in hiring rates for each combination of worker ability and cost quintiles
when moving from the SQ equilibrium to the NS equilibrium. One clear pattern from this figure
is that as it moves from high-ability workers to low-ability workers-moving down the rows of the
figure-the percentage changes in hiring rates start very negative and eventually become positive
for second quintile ability workers and very positive for the lowest ability quintile.

This pattern shows that higher-ability workers relied on signals to distinguish themselves
from lower-ability workers, and thus when signaling is removed, their hiring rates drop. This

shift in hiring towards lower-ability workers is also consistent with the fact that there is far more
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Figure 13: Percentage Changes in Hiring Rates by Ability and Cost Quintiles:
No-Signaling vs. Status-Quo

Notes: This figure plots a heatmap of the percentage change in hiring rates for each combination of worker ability and
cost quintiles when moving from the status-quo (SQ) equilibrium to the no-signaling (NS) equilibrium. The color of
each cell represents the percentage change in hiring rates for workers in that ability-cost quintile cell when moving
from the SQ to the NS equilibrium. Purple shades represent decreases in hiring rates, while green shades represent
increases. The numbers in each cell present the exact percentage change in hiring rates for that cell. The top left cell
represents the highest ability, lowest cost quintile, while the bottom right cell represents the lowest ability, highest
cost quintile.

variation in ability within observable groups than across them. In other words, high-ability
workers cannot simply rely on their observable characteristics to distinguish themselves from
lower-ability workers, and thus signaling is key for these workers to be hired.

Another instructive finding that emerges from Figure 13 is the change in hiring rates for

workers in the corners of the figure.

High-Ability, Low-Cost Workers. First, consider the top left corner, which contains workers in
the top 20% of the ability distribution and the bottom 20% of the cost distribution, i.e., the “best”
type of workers for welfare. The hiring rate for these workers drops by 14.9%. Although these
workers can compete on price, they no longer receive the large boost to their hiring rates that

they received from being able to signal their ability in the SQ equilibrium.
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High-Ability, High-Cost Workers. Second, consider the top right corner, which contains work-
ers in the top 20% of the ability distribution and the top 20% of the cost distribution, i.e., high-
ability and high-cost workers. The hiring rate for these workers falls by 24.1%—a larger decrease
than any of the 24 other quantile-by-quantile groups. These workers are among the least compet-
itive on price, but being able to signal their ability allows them to overcome this deficit in the SQ
equilibrium. However, in the NS equilibrium, without the ability to signal, these workers have
similar hiring rates to the rest of the highest-cost workers, which in combination with their ability

to signal in the SQ equilibrium, leads to the largest percentage drop in hiring rates.

Low-Ability, Low-Cost Workers. Third, consider the bottom left corner, which contains workers
in the bottom 20% of the ability distribution and the bottom 20% of the cost distribution, i.e., low-
ability and low-cost workers. The hiring rate for these workers increases by 13.8%. These workers
can compete well on price in both equilibria, but in the SQ equilibrium, they are heavily penalized
for being low ability and thus struggle to get hired relative to workers with similarly low costs
and higher abilities. However, in the NS equilibrium, these workers can blend in with high-ability
workers and thus shed their penalty for being low ability, leading to a large percentage increase

in their hiring rates.

Low-Ability, High-Cost Workers. Finally, consider the bottom right corner, which contains
workers in the bottom 20% of the ability distribution and the top 20% of the cost distribution, i.e.,
the “worst” type of workers for welfare. The hiring rate for these workers increases by 38.6%—a
larger increase than any of the 24 other quantile-by-quantile groups. These workers are among
the least competitive on price, and they also get heavily penalized for being low ability in the SQ
equilibrium. However, in the NS equilibrium, these workers can also blend in with high-ability
workers and thus shed their penalty for being low ability, leading to the largest percentage in-
crease in their hiring rates, even if their hiring rates remain low in absolute terms. See Figure
for the levels of hiring rates by ability and cost quintiles in both equilibria.

While these changes in hiring rates by ability and cost quintiles are stark, the changes in
hiring rates by observable groups are far more muted. See Table B4 for results on the changes in
hiring rates by observable groups.

We also investigate the changes in the composition of hired workers by ability and cost
quantiles, i.e., IP(worker type|Hired). Figure 14 presents histograms of the distribution of hired
workers by ability and cost quantiles in both the SQ and NS equilibria, which both helps us

visualize the changes in hired worker composition and how the joint distribution of changes in
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Notes: This figure plots histogram estimates of the distribution of quantiles of the abilities of hired workers in both
the status-quo (SQ) and no-signaling (NS) equilibria

hiring rates averages out in the marginal distributions.

The most striking change is that the share of hired workers in the bottom half of the ability
distribution increases sharply, while the share of hired workers in the top half of the ability
distribution correspondingly decreases. In particular, the share of hired workers coming from the
bottom 20% of the ability distribution, whose ability is valued on average by employers at $-38.67,
increases by 14.06% in the NS equilibrium compared to the SQ equilibrium. In contrast, the share
of hired workers coming from the top 20% of the ability distribution, whose ability is valued on
average by employers at $107.75, decreases by 18.74% in the NS equilibrium compared to the SQ
equilibrium.

Note that the changes in the composition of hired workers by cost quantiles are far more
muted when looking at the marginal distribution of hired worker costs, masking the heterogene-
ity in changes in hiring we saw by ability and cost quintiles in Figure 13.

Figure B& presents kernel density and histogram estimates of the distributions of ability and

cost levels, respectively, of hired workers in both the SQ and NS equilibria.

Discussion. Opverall, these patterns show that when workers cannot signal their ability, employ-
ers hire far fewer high-ability workers in favor of low-ability workers. While the direction of this

change may have been a predictable consequence of our model, the magnitude is not. Because
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abilities and costs are positively correlated, once the market relies more on bids to determine
hiring, the composition of hired workers naturally shifts towards lower-ability workers. If, for
example, we had found from our supply estimation that costs and abilities were negatively corre-
lated, then the losses due to losing signaling could have been largely mitigated. In other words, in
any equilibrium in which workers cannot signal their ability, workers with lower bids, and thus
lower costs, are hired more often. The implications of this change on the distribution of hired
ability then depends heavily on who those workers with the lowest bids are. In our case, they
tend to be workers with lower abilities, exacerbating the welfare losses from LLMs disrupting

labor market signaling.

8.2. Welfare Changes
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Figure 15: Changes in Welfare by Counterfactual

These changes to hiring patterns mostly harm workers and leave employers largely unaf-
fected. As we can see in Figure 15, these changes lead to a 4% reduction in worker surplus, and
a small, less than 1%, increase in employer surplus. Worker welfare losses are driven by both the
modest extensive margin decrease in hiring rates, and the intensive margin decrease in wages.
Their losses are mitigated both by the elimination of writing costs, and by the fact that the lower-
ability workers tend to have lower costs. Employer surplus is virtually unaffected because the

reduction in wages paid to workers roughly balances out the loss of hiring lower-ability work-
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ers. Overall, the market becomes less efficient, as total surplus falls by 1%, and significantly less

meritocratic, as the new equilibrium favors lower-ability workers over higher ability ones.

9. Conclusion

This paper studies how LLMs disrupt labor market signaling, and the implications of this dis-
ruption for hiring patterns and welfare. We develop a novel measure of how customized a given
application is to a given job post. Using this measure and data from a large digital labor plat-
form Freelancer.com, we document new evidence on how LLMs disrupt signaling. We show
that prior to the advent of generative Al, employers on the platform had significant demand for
workers who customized their applications. We then provide suggestive evidence that they do so
because that customization is a noisy signal of a worker’s application-specific effort, which itself
is a predictor of whether workers successfully complete jobs. Having argued that application
customization functions as a Spence-like signal in the pre-LLM period, we then show suggestive
evidence that this signaling equilibrium erodes in the post-LLM market. Employers no longer
demand signals; signals no longer predict job completion; and for applications we know were
written using generative Al tools, signals no longer predict application-specific effort.

With these findings, we built and estimated an equilibrium model of labor market signaling.
In doing so, we find that, in this market, workers” abilities and costs are positively correlated.
Using the estimated model, we simulate a counterfactual in which workers lose their ability to
signal due to LLMs lowering writing costs to zero, while holding fixed everything else in the pre-
LLM market. This counterfactual exercise allows us to isolate the equilibrium effects of losing
labor market signaling via written communication on both hiring patterns and welfare.

Our counterfactual estimates suggest that, in the absence of signals of ability in the form
of written applications, employers divert hiring away from higher-ability workers towards lower-
ability ones. This finding is driven by three key mechanisms. First, and most obviously, employers
can no longer identify high-ability workers, conditional on observables and bids. Second, because
workers’ abilities and costs are positively correlated, when employers rely more on bids to de-
termine hiring, the composition of hired workers naturally shifts towards lower-ability workers.
Third, because there is far more variation in ability within observable groups than across them,
high-ability workers cannot simply rely on their observable characteristics to distinguish them-

selves from lower-ability workers. These patterns, taken together, imply losses in worker welfare
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and overall welfare, but virtually no effect on employer welfare, as employers are compensated
by the lack of hired ability with having to pay lower wages.

These results imply that many markets that rely on costly written communication may
face significant welfare and meritocratic threats from generative Al’s ability to cheaply produce
expertly-written text. Either firms within or designers of these markets may seek to mitigate these
threats by investing in more effective screening technology that cannot be gamed by generative
Al, or by redesigning labor contracts to incentivize more exploratory short-term hiring that allows
employers to learn about workers” abilities on the job, rather than relying on pre-hire signals.

More broadly, these adverse effects of generative Al on the effectiveness communication and
signaling are not exogenous to market conditions. One could imagine that when LLM-based tools
are deployed on digital labor platforms on the employer side to assist in writing job descriptions,
they may be successful in helping employers write more thorough job descriptions that improve
matching. The key difference between this use of generative Al and that which we study in this
paper is the underlying incentives behind the communication task that the LLMs are augmenting.
When a sender sends signals in order to persuade, LLMs can disrupt natural occurring signaling
mechanisms in which the costs of communication provide separation of types, thereby sorting the
market efficiently. When a sender sends information in order to inform, LLMs can help improve
the quality of that information by lowering the costs of producing that information.

Therefore, in a market less congested than the typical digital labor platform, in which workers
can more easily find jobs, LLMs may actually improve the efficiency of labor market signaling
by enhancing sorting on horizontal preferences. Workers can use an LLM to signal what kinds of
jobs they want, rather than just how qualified they are for any job. However, when labor market
competition is fierce, this paper finds that workers are incentivized to use this technology to send
the best signals possible, thus rendering previously costly communication as nothing more than
cheap talk.

We believe fruitful future work would be to understand how we can design markets in order
to incentivize the use of generative Al to enhance communication, horizontal matching, and

ultimately welfare.
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Appendix
A. Additional Descriptive Tables and Figures

Table Al: Tagged Coding Skills in Sample (Top 15)

Pre-LLM Sample Post-LLM Sample

Skill Tag Fraction of Jobs with Tag | Skill Tag Fraction of Jobs with Tag
PHP 49.61% PHP 51.11%
Website Design 14.03% Website Design 14.33%
JavaScript 11.57% JavaScript 10.60%
Python 9.17% Python 8.91%
Mobile App Development 7.60% Mobile App Development 6.72%
Java 4.49% C Programming 4.03%
C Programming 4.22% Java 3.94%
Software Architecture 3.09% Software Architecture 2.48%
C# Programming 1.94% C# Programming 1.67%
.NET 1.65% .NET 1.37%
Web Scraping 1.29% Node.js 1.09%
Node.js 1.21% Web Scraping 1.05%
C++ Programming 0.79% C++ Programming 0.66%
React.js 0.78% React.js 0.76%
Amazon Web Services 0.56% Amazon Web Services 0.57%

Notes: This table shows the top 15 most common skill tags associated with job posts in our pre-LLM and post-LLM
samples. The first column lists the skill tag as they appear on the platform. The second column displays the fraction
of projects in our samples with each skill tag. Note that as projects can have multiple skill tags, these fractions, if
extended to the full list of skill tags, would sum to over 100%. We first classified all tags that appear in the pre-LLM
data as being coding-related or not. We then kept any job post in our sample that had at least one of these pre-LLM
coding-related skill tags. In total, there were 147 tags that merged to the job posts that satisfied all of our other sample
restrictions. Note to make the job posts comparable across the pre-LLM and post-LLM samples, we do not consider
coding-related skill tags that only appear in the post-LLM sample, e.g., anything related to generative Al or LLMs.
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Figure Al: Distributions of Bids and Winning Bids: Pre-LLM vs. Post-LLM

Notes: This figure plots histogram estimates of the distribution of bids and winning bids in both the pre-LLM and
post-LLM samples. The post-LLM sample corresponds to job posts after March 26, 2024.
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Table A2: Consideration Set Summary Statistics

Bid-Level Consideration Set Statistics

Pre-LLM Post-LLM
Consideration Rate 1 0.66
Divided by Pre-LLM Rate
Win Rate | Considered 1 0.68

Divided by Pre-LLM Rate

Job-Level Consideration Set Statistics

Pre-LLM Post-LLM
Mean  Median SD Mean  Median SD
# Apps. Considered per Job 12.13 11.00 6.63 17.38 17.00 8.86
Consideration Rate per Job 1 1.03 0.43 0.70 0.64 0.45

Divided by Pre-LLM Mean Rate

Consideration Set Composition

Pre-LLM Post-LLM
% Rookies | Considered 8.01% 14.97%
% AlI-Written | Considered — 12.53%
Mean  Median SD Mean  Median SD
Bid ($) | Considered 148.36 140.00 65.68 139.80 140.00 65.01
Proposal Length (words) | Considered 86.54 77.00 48.63 109.54 101.00 56.97
Submit Time (mins) | Considered 63.01 2.57 219.77 53.28 1.42 199.47
Modal 5 Worker Countries | Considered Country Share  Country Share
India 36.51%  Pakistan 32.93%
Pakistan 25.36%  India 29.02%
Ukraine 5.06%  United States 6.85%
Russia 473%  Ukraine 5.65%
United States 3.39%  Bangladesh 3.11%

Notes: This table presents summary statistics on our measured consideration sets for the pre-LLM and post-
LLM samples. “Considered” means the application appears in the employer’s consideration set. The statistic
“Consideration Rate per Job” is the share of applications to each job that are considered. All statistics under
“Consideration Set Composition” are calculated across all considered applications, and are not calculated at
the job post level, so for example, the standard deviation of bid across all considered applications in the pre-
LLM sample is $65.68. As per our research agreement with Freelancer.com, we do not disclose considera-
tion rates or win rates conditional on consideration in levels, so we present those rates normalized by their
respective pre-LLM levels. Moreover, they have requested that we do not disclose statistics on consideration
rates per job in levels, so we present the mean, median, and standard deviation of consideration rates per job
normalized by the pre-LLM mean consideration rate per job.
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Table A3: Reduced-Form Demand for Signal (Custom Criteria Only): Pre-LLM vs. Post-LLM

Pre-LLM Post-LLM
(1) (2) (3) (4) ) (6)
All Considered All Considered All Considered
Sum of Custom Criteria 0.1388 0.1490 0.0414 0.0534 0.0267 0.0410
[0.0043] [0.0044] [0.0072] [0.0072] [0.0086] [0.0087]
Bid Amount -0.0102 -0.0104 -0.0101 -0.0103 -0.0100 -0.0102
[0.0002] [0.0002] [0.0004] [0.0004] [0.0004] [0.0004]
Rep. Score 3.3690 2.0227 5.0257 2.9687 5.0524 3.0011
[0.0728]  [0.0728]  [0.1960]  [0.1953]  [0.1956]  [0.1955]
Log(Arrival Time) -0.0797 0.1660 -0.1148 0.2284 -0.1152 0.2278
[0.0032] [0.0040] [0.0083] [0.0107] [0.0083] [0.0107]
Al-Written 0.2655 0.2187
[0.0685] [0.0720]
Country Controls v v v v v v
WTP for 41 SD of Signal in $ 27.4648 26.9244 13.0157 15.9261 8.4912 12.3177
WTP for +1 SD of Rep. Scorein $  49.3732 28.5236 78.1078 46.3952 79.2080 47.2766
SD of Bid 65.9050 65.6786 64.2486 65.3095 64.2486 65.3095
N Projects 33,105 33,109 5,476 5,344 5,476 5,344
N Applications 990,001 434,756 438,736 102,117 438,736 102,117

Notes: This table presents a series of estimated multinomial logit models that predict reduced-form demand for
the sum of custom criteria in both the pre-LLM and post-LLM samples. The post-LLM sample corresponds to the
subsample of post-LLM job posts that were posted after March 26, 2024. Each column represents a different spec-
ification using various controls and sample definitions. All specifications include controls for a worker’s country
of residence, grouped into seven broad categories. Columns (1), (3), and (5) use all applications, while columns
(2), (4), and (6) only use applications that were measured to be in the employer’s consideration set. Columns (1)
and (2) are estimated using the pre-LLM sample, while columns (3)-(6) are estimated using the post-LLM sample.
All standard errors are clustered at the job-post-level and displayed in brackets next to the estimates. In lieu of
elasticities, we compute the increase in an application’s bid, all else equal, needed to achieve the same predicted
increase in demand as a standard deviation increase in the sum of custom criteria and reputation score according

to the following: WTP for +1 SD of variable in $ util = SD(variable) x %.
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Table A4: Reduced-Form Demand for Signal (Generic Criteria Only): Pre-LLM vs. Post-LLM

Pre-LLM Post-LLM
(1) (2) (3) (4) ) (6)
All Considered All Considered All Considered
Generic Criteria 0.0275 0.0503 -0.0035 0.0283 -0.0401 -0.0081
[0.0070] [0.0071] [0.0185] [0.0189] [0.0194] [0.0201]
Bid Amount -0.0102 -0.0105 -0.0099 -0.0101 -0.0098 -0.0100
[0.0002] [0.0002] [0.0004] [0.0004] [0.0004] [0.0004]
Rep. Score 3.5310 2.2230 4.9475 2.8846 5.0288 2.9772
[0.0732]  [0.0730]  [0.1955]  [0.1952]  [0.1950]  [0.1956]
Log(Arrival Time) -0.0689 0.1809 -0.1114 0.2346 -0.1131 0.2314
[0.0031] [0.0039] [0.0082] [0.0107] [0.0082] [0.0107]
Al-Written 0.4152 0.3927
[0.0633] [0.0661]
Country Controls v v v v v v
WTP for 41 SD of Signal in $ 3.7382 6.5842 -0.4823 3.8457 -5.5679 -1.1032
WTP for +1 SD of Rep. Scorein $  51.4391 31.0209 78.5630 46.0948 80.3884 47.9101
SD of Bid 65.9050 65.6786 64.2486 65.3095 64.2486 65.3095
N Projects 33,105 33,109 5,476 5,344 5,476 5,344
N Applications 990,001 434,756 438,736 102,117 438,736 102,117

Notes: This table presents a series of estimated multinomial logit models that predict reduced-form demand for
the sum of generic criteria in both the pre-LLM and post-LLM samples. The post-LLM sample corresponds to the
subsample of post-LLM job posts that were posted after March 26, 2024. Each column represents a different spec-
ification using various controls and sample definitions. All specifications include controls for a worker’s country
of residence, grouped into seven broad categories. Columns (1), (3), and (5) use all applications, while columns
(2), (4), and (6) only use applications that were measured to be in the employer’s consideration set. Columns (1)
and (2) are estimated using the pre-LLM sample, while columns (3)-(6) are estimated using the post-LLM sample.
All standard errors are clustered at the job-post-level and displayed in brackets next to the estimates. In lieu of
elasticities, we compute the increase in an application’s bid, all else equal, needed to achieve the same predicted
increase in demand as a standard deviation increase in the sum of generic criteria and reputation score according

to the following: WTP for +1 SD of variable in $ util = SD(variable) x %.
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Figure A2: Binscatters of 5-Star Completion Rate (i.e., Divided by Pre-LLM Means)
on Signal and Log Effort: Pre-LLM vs. Post-LLM

Notes: This figure plots binscatters of whether the hired worker completes the job with 5 stars on signal and log effort

in the pre-LLM and post-LLM samples. As per our research agreement with Freelancer.com, we do not disclose the

level of completion rates, so we normalize (i.e., divide) the y-axis by the unconditional pre-LLM overall 5-star

completion rate. The post-LLM sample corresponds to the subsample of job posts after March 26, 2024.
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Figure A3: Distribution of Bid Times: Pre-LLM vs. Post-LLM, AI-Written

Notes: This figure plots kernel density estimates of the distributions of bid time, defined as the time between when a
worker first clicks on a job post and when she submits her application, in both the pre-LLM and post-LLM samples,
where the latter is subsetted to only include the applications using the on-platform Al-writing tool. The post-LLM
sample corresponds to the subsample of post-LLM job posts that were posted after March 26, 2024. For both samples,
we only include applications with bid times between 4 seconds and 12 minutes. The pre-LLM sample has a mean
of 1.47 minutes, a median of 0.70 minutes, and a standard deviation of 1.95 minutes, while the post-LLM, Al-written

sample has a mean of 1.00 minutes, a median of 0.37 minutes, and a standard deviation of 1.70 minutes.
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Table A5: 5-Star Completion on Signal and Controls Using Corrected Effort

Dependent Variable: Completed with 5 Stars
@ 2) ) @)

Signal 0.0174  0.0158  0.0039  0.0047
[0.0016] [0.0017] [0.0020] [0.0020]
Reputation Score 0.5336  0.5818  0.6112
[0.0365] [0.0363] [0.0368]
Bid ($) -0.0008 -0.0008 -0.0010
[0.0001] [0.0001] [0.0001]
Log(Arrival Time) 0.0022  -0.0024 -0.0006
[0.0024] [0.0025] [0.0024]
Log(Corrected Effort) 0.0380
[0.0038]
Estimated Ability 0.0188
[0.0020]
Country Controls v v v
Adj. R? 0.013 0.048 0.059 0.058
N 8,185 8,185 8,185 8,185

Notes: This table presents estimates from a regression of whether the
hired worker completes the job with 5 stars on signal and various con-
trols. All columns are estimated on winning applications from the
pre-LLM sample. Column (1) uses only signal as a regressor. Column (2)
includes various controls that were likely to be predictive of demand, in-
cluding reputation score, bid, log arrival time, and country fixed effects.
Column (3) includes the same regressors as column (2), and it addition-
ally includes log corrected effort as a regressor. Column (4) includes the
same regressors as column (2), and it additionally includes estimated abil-
ity as a regressor. This table is identical to Table 4, except that it uses the
corrected effort measure in column (3) instead of the original effort mea-
sure and it includes estimated ability in column (4). The corrected effort
measurement accounts for worker fixed effects in signal production and
is described in Sections and Appendix D.2. Estimated ability comes
from our structural supply estimates, the results of which are reported in
Section 7.1. Since columns (3) and (4) could only be estimated on those
applications with non-missing effort, we apply this sampling restriction
equally to all columns. Heteroskedasticity-robust standard errors are in
brackets. As per our agreement with Freelancer.com, we omit the con-
stant term so that we do not disclose completion rates.
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B. Additional Results

B.1. Additional Model Estimates
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Figure B1: Histogram of Cost Estimates

Notes: This figure plots histogram estimates of the distribution of worker costs estimated from the model.
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Figure B2: Kernel Density Estimate of Worker Abilities

Notes: This figure plots kernel density estimates of the distribution of worker abilities estimated from the model.

Ability estimates are reported in dollars of employer’s WTP, i.e., ]% -4
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Figure B3: Joint Distribution of Worker Abilities and Costs in Ranks

Notes: This figure plots a heatmap estimate of the joint distribution of estimated worker abilities (in ranks) and costs

(in ranks) estimated from the model.
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Table B1: Marginal Supply Estimates by Observable Group

Country Group Arrival Group Reputation Group Mean(Ability) SD(Ability) Mean(Cost) SD(Cost)

English Speaking 0-5 mins. Rookie 30.35 47.26 38.96 66.47
English Speaking 0-5 mins. Low 53.28 48.61 49.66 62.63
English Speaking 0-5 mins. Middle 27.22 49.42 55.38 65.31
English Speaking 0-5 mins. High 10.52 41.82 27.99 92.79
English Speaking 5-45 mins. Rookie 39.81 43.55 35.17 73.61
English Speaking 5-45 mins. Low 24.31 50.45 38.75 73.31
English Speaking 5-45 mins. Middle 28.86 53.30 54.46 66.67
English Speaking 5-45 mins. High 37.75 45.25 58.15 79.23
English Speaking > 45 mins. Rookie 46.77 49.81 28.41 83.85
English Speaking > 45 mins. Low 24.45 56.74 30.22 73.93
English Speaking > 45 mins. Middle 23.56 59.25 54.69 72.96
English Speaking > 45 mins. High 40.41 55.16 53.78 84.86
South Asia Spike Arrivals Rookie 46.28 47.67 41.48 61.59
South Asia Spike Arrivals Low 24.16 51.98 45.95 68.96
South Asia Spike Arrivals Middle 31.78 50.48 50.75 72.82
South Asia Spike Arrivals High 24.21 50.36 45.91 82.97
Europe 0-5 mins. Rookie 26.02 45.92 20.18 64.69
Europe 0-5 mins. Low 29.58 46.74 37.89 56.05
Europe 0-5 mins. Middle 21.25 45.79 47.37 56.94
Europe 0-5 mins. High 1.79 42.45 33.99 62.97
Europe 5-45 mins. Rookie 43.35 45.69 21.17 70.35
Europe 5-45 mins. Low 29.19 48.97 26.91 69.73
Europe 5-45 mins. Middle 29.69 48.62 46.06 63.55
Europe 5-45 mins. High 33.65 51.01 16.03 88.70
Europe > 45 mins. Rookie 41.30 46.65 15.86 80.96
Europe > 45 mins. Low 23.63 52.40 26.56 77.24
Europe > 45 mins. Middle 27.60 51.69 44.01 68.44
Europe > 45 mins. High -11.85 56.35 -41.34 152.09
Not South Asia  Spike Arrivals Rookie 34.80 47.07 26.95 67.25
Not South Asia  Spike Arrivals Low 23.53 48.27 44.24 65.69
Not South Asia  Spike Arrivals Middle 27.25 48.67 45.18 64.53
Not South Asia  Spike Arrivals High 9.60 45.56 39.58 84.01
Other 0-5 mins. Rookie 4091 42.49 29.14 64.54
Other 0-5 mins. Low 20.16 49.40 21.75 65.03
Other 0-5 mins. Middle 15.47 50.46 28.66 64.79
Other 0-5 mins. High 27.05 46.81 26.66 72.63
Other 5-45 mins. Rookie 66.07 41.55 35.08 62.94
Other 5-45 mins. Low 27.51 49.35 20.18 74.65
Other 5-45 mins. Middle 23.64 52.32 25.94 7517
Other 5-45 mins. High 11.34 52.25 21.34 79.68
Other > 45 mins. Rookie 49.92 45.01 31.22 71.24
Other > 45 mins. Low 30.49 50.54 36.30 81.15
Other > 45 mins. Middle 24.88 54.66 33.08 77.41
Other > 45 mins. High 19.77 56.09 40.46 78.56
South Asia 0-5 mins. Rookie 42.22 44.84 38.33 63.19
South Asia 0-5 mins. Low 40.86 52.88 48.16 65.63
South Asia 0-5 mins. Middle 33.16 50.79 52.12 71.44
South Asia 0-5 mins. High 23.11 4991 36.01 81.57
South Asia 5-45 mins. Rookie 48.29 47.14 37.09 62.22
South Asia 5-45 mins. Low 42.35 56.12 51.14 68.55
South Asia 5-45 mins. Middle 38.59 55.09 51.87 7417
South Asia 5-45 mins. High 34.16 53.35 43.60 81.54
South Asia > 45 mins. Rookie 48.88 47.93 39.55 66.11
South Asia > 45 mins. Low 43.95 57.66 55.86 70.47
South Asia > 45 mins. Middle 40.13 56.76 65.88 74.53
South Asia > 45 mins. High 3245 56.42 52.28 83.81

Notes: This table presents summary statistics (mean and standard deviation) of the estimated cost
and ability distributions by observable worker groups. Mean and standard deviation of ability are

=)

-~

reported in dollars of employers” WTP, i.e., a

o
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Figure B4: Estimated Equilibrium Strategy: Bid vs. Cost

Notes: This figure plots a binscatter of equilibrium (i.e., observed) bids on estimated costs. Also plotted are 25th and
75th percentile bands of equilibrium bid within each cost bin.
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Figure B5: Estimated Equilibrium Strategy: Log Effort vs. Ability

Notes: This figure plots a binscatter of equilibrium (i.e., observed) log efforts on estimated abilities. Also plotted are
25th and 75th percentile bands of log effort within each ability bin. Ability is reported in dollars of employers” WTP,
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Figure B6: Histogram of Equilibrium Writing Cost Estimates

Notes: This figure plots histogram estimates of the distribution of worker writing costs of the observed effort choices,

with abilities estimated from the model, i.e., % - exp ( —ﬁij) . efj.
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Table B2: Signal-Production Estimates

Country Group  Arrival Group Reputation Group 73 K Ves

English Speaking 0 — 5 mins. Rookie 1.1717 5.2111 4.9692
English Speaking 0 — 5 mins. Low 0.9535 5.1805 5.1008
English Speaking 0 — 5 mins. Middle 0.9063 5.5999 5.4669
English Speaking 0 — 5 mins. High 0.9294 6.2544 6.7678
English Speaking 5—45 mins.  Rookie 1.4194 5.1873 5.0741
English Speaking 5 —45 mins.  Low 0.9935 5.3489 5.4480
English Speaking 5 —45mins.  Middle 1.0186 5.7269 6.2796
English Speaking 5 — 45 mins. High 0.8755 6.1702 7.2451
English Speaking > 45 mins. Rookie 1.4663 5.4206 5.4354
English Speaking > 45 mins. Low 1.1272 5.5169 6.3270
English Speaking > 45 mins. Middle 1.1176 6.0147 5.6003
English Speaking > 45 mins. High 1.0451 6.3107 5.8462
South Asia Spike Arrivals Rookie 0.9846 4.7802 5.2454
South Asia Spike Arrivals Low 0.9931 5.3942 4.4702
South Asia Spike Arrivals Middle 0.9086 5.7699 5.3539
South Asia Spike Arrivals High 0.9307 6.2295 6.1613
Europe 0 — 5 mins. Rookie 0.8225 4.5927 5.2863
Europe 0 — 5 mins. Low 0.7020 4.6897 4.4453
Europe 0 — 5 mins. Middle 0.7308 5.0208 4.6880
Europe 0 — 5 mins. High 1.0247 6.0213 5.1050
Europe 5 — 45 mins. Rookie 1.1618 4.5472 5.6753
Europe 5—45mins.  Low 0.8154 4.9199 5.4259
Europe 5—45mins.  Middle 0.8330 5.3074 6.1675
Europe 5 — 45 mins. High 1.1756 6.3297 6.9104
Europe > 45 mins. Rookie 1.1846 4.6517 6.0705
Europe > 45 mins. Low 1.0470 5.0596 5.6789
Europe > 45 mins. Middle 0.9554 5.5739 6.1728
Europe > 45 mins. High 1.1701 6.6537 6.9725
Not South Asia  Spike Arrivals Rookie 1.0477 4.6156 5.0425
Not South Asia  Spike Arrivals Low 0.8346 4.9764 4.2831
Not South Asia  Spike Arrivals Middle 0.8055 5.2227 5.0128
Not South Asia  Spike Arrivals High 1.0559 6.0927 6.4536
Other 0 — 5 mins. Rookie 1.1871 4.0601 4.1066
Other 0 — 5 mins. Low 0.9304 4.7517 4.1335
Other 0 — 5 mins. Middle 0.9032 5.2746 4.8462
Other 0 — 5 mins. High 0.9233 5.5763 5.3316
Other 5—45mins.  Rookie 1.1601 3.7847 5.6961
Other 5—45mins.  Low 1.0965 4.9349 4.8759
Other 5—45mins.  Middle 1.0151 5.4756 6.0390
Other 5—45mins.  High 1.0250 5.8741 6.1553
Other > 45 mins. Rookie 1.3188 4.3500 4.7674
Other > 45 mins. Low 1.2021 5.3846 5.6008
Other > 45 mins. Middle 1.0618 5.7417 6.0590
Other > 45 mins. High 0.9856 5.8750 6.5123
South Asia 0 — 5 mins. Rookie 1.0540 4.5308 4.7143
South Asia 0 — 5 mins. Low 0.9807 5.2677 4.7612
South Asia 0 — 5 mins. Middle 0.9227 5.7227 5.3834
South Asia 0 — 5 mins. High 0.9298 6.2374 6.1692
South Asia 5—45mins.  Rookie 1.0218 4.5044 5.3035
South Asia 5—45mins.  Low 1.0102 5.2615 5.4920
South Asia 5—45mins.  Middle 0.9759 5.7368 6.1759
South Asia 5—45mins.  High 0.9683 6.2108 6.8218
South Asia > 45 mins. Rookie 1.1185 4.7418 5.4906
South Asia > 45 mins. Low 1.0629 5.4996 5.4358
South Asia > 45 mins. Middle 1.0001 5.8716 6.0273
South Asia > 45 mins. High 1.0000 6.3032 7.1680

Notes: presents the estimates of the constant K*(x), slope 9°(x), and
variance of the error term Vs (x) for each observable group. All esti-
mates across all groups are statistically significant at the 0.1% level.
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Table B3: Estimated T(X) by Observable Group

Country Group  Arrival Group Reputation Group  T(X)

English Speaking 0-5 mins. Rookie $-73.99
English Speaking 0-5 mins. Low $-87.66
English Speaking 0-5 mins. Middle $-73.06
English Speaking 0-5 mins. High $-19.41
English Speaking 5-45 mins. Rookie $-23.21
English Speaking 5-45 mins. Low $-24.24
English Speaking 5-45 mins. Middle $2.82
English Speaking 5-45 mins. High $-1.06
English Speaking > 45 mins. Rookie $58.77
English Speaking > 45 mins. Low $33.54
English Speaking > 45 mins. Middle $68.97
English Speaking > 45 mins. High $83.59
South Asia Spike Arrivals Rookie $-126.09
South Asia Spike Arrivals Low $-60.88
South Asia Spike Arrivals Middle $-48.29
South Asia Spike Arrivals High $20.15
Europe 0-5 mins. Rookie $-14.62
Europe 0-5 mins. Low $-75.50
Europe 0-5 mins. Middle $-36.90
Europe 0-5 mins. High $55.94
Europe 5-45 mins. Rookie $-5.62
Europe 5-45 mins. Low $21.38
Europe 5-45 mins. Middle $10.27
Europe 5-45 mins. High $81.96
Europe > 45 mins. Rookie $62.89
Europe > 45 mins. Low $61.66
Europe > 45 mins. Middle $49.60
Europe > 45 mins. High $143.48
Not South Asia  Spike Arrivals Rookie $6.32
Not South Asia  Spike Arrivals Low $-19.90
Not South Asia  Spike Arrivals Middle $-5.19
Not South Asia  Spike Arrivals High $84.40
Other 0-5 mins. Rookie $-88.45
Other 0-5 mins. Low $-73.61
Other 0-5 mins. Middle $-28.97
Other 0-5 mins. High $53.60
Other 5-45 mins. Rookie $-91.33
Other 5-45 mins. Low $4.41
Other 5-45 mins. Middle $22.95
Other 5-45 mins. High $68.22
Other > 45 mins. Rookie $3.21
Other > 45 mins. Low $37.16
Other > 45 mins. Middle $48.95
Other > 45 mins. High $65.25
South Asia 0-5 mins. Rookie $-125.28
South Asia 0-5 mins. Low $-140.86
South Asia 0-5 mins. Middle $-104.72
South Asia 0-5 mins. High $-8.22
South Asia 5-45 mins. Rookie $-92.83
South Asia 5-45 mins. Low $-64.94
South Asia 5-45 mins. Middle $-16.79
South Asia 5-45 mins. High $14.69
South Asia > 45 mins. Rookie $-39.64
South Asia > 45 mins. Low $-32.78
South Asia > 45 mins. Middle $-1.58
South Asia > 45 mins. High $47.60

Notes: This table presents estimates of the demand pref-
erence for each observable worker group, i.e., T(x). The
estimates are reported in dollars of employers” WTP, i.e.,

—

T(x)/||.
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B.2. Additional Counterfactual Results
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Figure B7: Normalized Hiring Rates by Ability and Cost Quintiles:
No-Signaling vs. Status-Quo

Notes: This figure plots heatmaps of the normalized win rates for each combination of worker ability and cost
quintiles in both the status-quo (SQ) and no-signaling (NS) equilibria. The color of each cell represents the
normalized win rate for workers in that ability-cost quintile cell. The numbers in each cell present the exact
normalized win rate for that cell. Win rates are normalized (i.e., divided) by the overall win rate in the SQ
equilibrium, so for example, the number reported in the top left corner of the heatmap on the right should be
interpreted as workers in the bottom quintile of the cost distribution and the top quintile of the ability distribution

are hired 1.88 times more in the NS equilibrium than the average worker is hired in the SQ equilibrium.
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Figure B8: Histograms of Hired Workers” Ability and Cost Quantiles:
No-Signaling vs. Status-Quo

Notes: This figure plots histogram estimates of the distribution of quantiles of the abilities and costs of hired workers

in both the status-quo (SQ) and no-signaling (NS) equilibria.
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Table B4: Percent Changes in Hiring Rates by Reputation, Arrival, and Country:
No-Signaling vs. Status-Quo

Percentage Difference

Reputation Groups

Rookie —6.66%
Low —7.46%
Middle —2.58%
High +2.16%
Arrival Groups

0-5 mins. —0.98%
5-45 mins. —3.67%
Spike Arrivals —0.06%
> 55 mins. —0.73%
Country Groups

South Asia —2.50%
English Speaking +4.50%
Europe +0.30%
Other —3.07%

Notes: This table presents percent changes in hiring rates
by reputation, arrival, and country groups going from
the status-quo equilibrium to the no-signaling
equilibrium.
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C. Measurement Details

C.1. Signal Measurement Details

In this subsection, we describe our procedure for measuring signals. We begin with an overview
of the measurement procedure, then provide excerpts of the exact prompt we used, and finally
we provide four examples of applications and job posts along with their measured efforts and

signals.

C.1.1. Signal Measurement Overview

Our general procedure was to process each application job post (including job name) pair one at a
time, clearing the LLM’s context between each pair. We used Meta’s Llama 4 Maverick 17B model
to assess each pair on nine different criteria, five of which we characterize as directly concerning
customization, and four of which we characterize as concerning relevance and generic writing
quality. For each criterion, we prompt the LLM to output a 0, 1, or 2, each defined according to a
specific rubric detailed in Section

We prompt the LLM to provide reasoning for its answers by citing direct evidence or lack
thereof for why it chose the response it did. This “reasoning-step” is useful to enhance the model’s
internal logic and also allows us to audit the model’s responses for a small sample of applications
to ensure that the model is following the intended rubric. We do not use the text of the reasoning
in constructing our measure of signal. We also provide the model with a few examples for each
call of how to apply the rubric before asking it to evaluate the actual application job post pair.

After scoring each application on the nine criteria above, we compute our copy-pasting cor-
rection. In particular, we compute a normalized Levenshtein (i.e., “edit”) distance between an
application and all other applications sent by the same freelancer in our sample. This normalized
edit distance can be interpreted as the percent an application would need to change to make it
equal to the other. We then take the minimum normalized edit distance across all other appli-
cations by the same freelancer. If that minimum distance is below 4 percent, we argue that the
worker cannot have customized the application to the associated job post. Thus, we reasonably
conclude that if the LLM assigned any of the custom criteria to be above 0, then those scores are
incorrect, and we adjust them to zero.

After applying the copy-pasting correction, we sum all nine criteria scores, placing twice the
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weight on the five custom criteria, and we normalize the resulting sum to be between 0 and 18.
This normalized sum is our final measure of signal.

Figures C1, C2, C3, and C4 plot histogram estimates of the distributions of the sum of generic
and copy-paste adjusted custom criteria scores in both the pre-LLM and post-LLM samples, as
well as the post-LLM sample subsetted to only include the applications using the on-platform

Al-writing tool.
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Figure C1: Distribution of Sum of Custom Criteria Scores: Pre-LLM vs. Post-LLM

Notes: This figure plots histogram estimates of the distributions of the sum of copy-paste adjusted custom criteria
scores in both the pre-LLM and post-LLM samples. The post-LLM sample corresponds to the subsample of post-LLM
job posts that were posted after March 26, 2024.
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Figure C2: Distribution of Sum of Custom Criteria Scores: Pre-LLM vs. Al-Written Post-LLM

Notes: This figure plots histogram estimates of the distributions of the sum of copy-paste adjusted custom criteria
scores in both the pre-LLM and post-LLM samples, where the latter is subsetted to only include the applications using
the on-platform Al-writing tool. The post-LLM sample corresponds to the subsample of post-LLM job posts that were
posted after March 26, 2024.
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Figure C3: Distribution of Sum of Generic Criteria Scores: Pre-LLM vs. Post-LLM

Notes: This figure plots histogram estimates of the distributions of the sum of generic criteria scores in both the pre-
LLM and post-LLM samples. The post-LLM sample corresponds to the subsample of post-LLM job posts that were
posted after March 26, 2024.
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Figure C4: Distribution of Sum of Generic Criteria Scores: Pre-LLM vs. Al-Written Post-LLM

Notes: This figure plots histogram estimates of the distributions of the sum of generic criteria scores in both the pre-
LLM and post-LLM samples, where the latter is subsetted to only include the applications using the on-platform
Al-writing tool. The post-LLM sample corresponds to the subsample of post-LLM job posts that were posted after
March 26, 2024.
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C.1.2. Signal Measurement LLM Prompt

In this subsection, we provide the exact prompt we used, broken up by sections for readability,
only missing some technical lines that request the LLM to output in JSON format and the scored
examples we provided to the model along with each application job post pair.

Prompt Setup

You are evaluating a freelancer application against a job posting. You will assess the application across multiple criteria
using a two-step process for each: first identify evidence, then assign scores.

Process Overview

1. For each evaluation criterion, systematically identify relevant evidence from both documents. Note both supporting evi-
dence (what the applicant did demonstrate) and missing evidence (what they should have but didn’t demonstrate based on
the job posting and the rubric).

2. Based on the evidence, assign a score of 0, 1, or 2 according to the provided rubric.

3. Evaluate each criterion separately, without taking the other criteria into account.

Instructions

You are evaluating a freelancer application against a job posting. You will assess the application across multiple criteria

using a two-step process for each: first identify evidence, then assign scores.

Instructions

For each criterion:

1. Evidence Analysis: Identify specific supporting evidence, missing evidence, and any ambiguous areas from the docu-
ments.

2. Scoring: Apply the rubric to assign a score (0, 1, or 2).

Do not let the score for one question inform your score for another question! Each criterion should be scored on its own

merits, not in the context of the rest of the assessment.

Evaluation Criteria and Rubrics: Relevant Skills

Evaluation Criteria

Does the application explicitly mention skills that are relevant and necessary for successfully completing the task described

in the job post, even if these skills are not explicitly listed in the job post itself? Keep in mind that the job posts are tagged

with skill tags like “JavaScript”, or “Web Scraping”. Simply copy and pasting those tags into the application should not

contribute to a higher score. A telltale sign of copy-and-pasting these tags is when applicants list multiple skills in a way

that mirrors the job post’s skill tags (e.g., ”I have tons of experience in Web Scraping, Java, Python, Web Crawling, Website

Design”), particularly when the skills maintain the title casing or capitalization from the original tags and are mentioned in

the application but were not mentioned in the job post description itself. Simply sharing portfolio links or links to previous

projects with no further context on how these examples demonstrate the relevant skills should not contribute the highest

score. Natural mentions of relevant skills with basic context (e.g., “I have 5 years of experience coding in Python”) should

contribute to the score when relevant to the job, even without detailed evidence. However, obvious copy-pasting of skill tag

lists with no genuine integration into the applicant’s experience should not contribute to a higher score.

Rubric

e Score 2: Application includes multiple specific and clearly relevant skills, commensurate with the complexity of the job
ost.

. gcore 1: At least one relevant skill, but vague or incomplete or missing context.

e Score 0: No relevant skills, or a list of relevant skills that is lifted verbatim from the job posting.
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Evaluation Criteria and Rubrics: Relevant Experience

Evaluation Criteria

Does the applicant provide concrete evidence of having done similar work to that of the job post? Example evidence are

portfolio links, project examples, demonstrated years of work experience. Demonstrated previous work should relate directly

to the skills the poster specifically asked for. Make note of whether the evidence is provided with no further context on how

it relates to the job post.

Rubric

e Score 2: Provides evidence (links or explicit descriptions of past projects) of previous work AND makes explicit that that
work is relevant to job post.

e Score 1: Mentions years of experience in relevant work/skill but does not provide evidence AND/OR provides links with
no context as to why they are relevant.

e Score 0: No mention of relevant experience.

Evaluation Criteria and Rubrics: English Proficiency

Evaluation Criteria

Does the application use well-written, natural English? Is the application written clearly using standard syntax suitable for

a business environment? Focus on clarity and comprehensibility, accepting minor grammar issues if meaning is clear and

structure is coherent.

Rubric

e Score 2: Clear, standard English. Grammatical errors do not go beyond missing punctuation or the occasional misspelling.

e Score 1: Mostly correct English. May include a few instances of non-standard phrasing or syntax or grammatical errors
that do not impede understanding.

e Score 0: Uses non-standard syntax or phrasing heavily. May include many grammatical errors.

Evaluation Criteria and Rubrics: Professional Tone

Evaluation Criteria

Is the application respectful, business-like, well-organized, and credible, with realistic claims and no exaggerated guarantees?

Minor grammar slips are fine if the message is clear, but language so poor that the meaning is hard to follow should lower

the score.

Rubric

e Score 2: Highly professional and credible. Polite, organized, no slang or emojis. Demonstrates appropriate enthusiasm,
makes only realistic claims, and errors (if any) do not impede comprehension.

e Score 1: Moderately professional. Generally respectful but may include mild slang, emojis, excessive punctuation, or
minor exaggerated wording; message remains clear and mostly believable.

e Score 0: Unprofessional or not credible. Disrespectful, pushy, heavy use of slang or emojis. May make unrealistic promises
of “perfect results” or use English so poor the core message is hard to understand.

Evaluation Criteria and Rubrics: Customization

Evaluation Criteria

Is this application customized for this specific job post, or could it be submitted to a similar job without any changes? In other

words, how much of the application’s content and structure is purpose-built for this job vs. reusable boiler-plate? Evidence

of customization can include job-specific greetings or introductions, bespoke plans or timelines, and/or skills rephrased

around a client’s needs (e.g. if a client says “I need to collect data from websites”, the applicant might say “I have experience

building web scrapers using Python”) Note that directly copy-pasted phrases and sentences from the job post do not count

towards customization.

Rubric

e Score 2: Application is highly customized. May include some generic language, but includes substantial evidence of
customization.

e Score 1: Application shows modest evidence of customization, such as 1 or 2 sentences that mention things specific to
this job post and not the type of task generally, but is otherwise generic.

e Score 0: Application is completely generic — application could be sent to any job of the same general type, no evidence
of customizing or tailoring to the job post whatsoever. If the only customized part of the application is copy pasted, the
score should be 0.
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Evaluation Criteria and Rubrics: Read Through

Evaluation Criteria

Does the applicant specifically reference requirements or core details from the job post (not just the title)? Saying that they

have gone through/read the requirements does not count. Content copied directly from the job description or job name

should not be considered as evidence of having read the post. If an attention check is present (e.g. “if you read this through,

please include the word X in your response”), and the bid fails it, then the score cannot be 2, but could be 1 if there are other

indications of the applicant having read the job post. If an attention check is present and the bid passes it, then the score

should not be 0, but could still be 1 if there are other signs the applicant did not read the job post in detail. A telltale sign

of copy-pasting is identical phrasing and capitalization, potentially even including typos. A higher score requires specific

mentions or callouts of what is involved in the task (e.g., “Integrate a payment system onto our website using PHP Laravel,

“Build a website for our online marketing company, using the existing logo”, or “Deliverables should include a zipped

package of all your code with a detailed readme”) with no generic language that could apply broadly to all projects of the

same general nature Score this with consideration of the amount of details in the job post: If the job post contains few details

to begin with, the applicant cannot reference as many details and should not be penalized because of it.

Rubric

e Score 2: Applicant specifically and clearly addresses the project goals, including the majority of the unique specifications
(e.g. deliverables, technology, budget, or similar) of the job posting.

e Score 1: Applicant obliquely or by inference addresses the project goals. Some of the unique specifications (e.g. deliver-
ables, technology, budget, or similar) of the job posting are omitted.

e Score 0: Applicant does not address the stated project goals at all. No major details or required features are included in
the application.

Evaluation Criteria and Rubrics: Understood Goal

Evaluation Criteria

Does the application restate or rephrase the job post’s main goal accurately? Text copied verbatim from the job post is not evi-

dence of understanding. When evaluating goal restatement, do not award points (1s or 2s) for generic acknowledgments that

merely identify the job type (e.g., I can build websites’), but do award points when applicants demonstrate understanding

of specific project details or context (e.g., ‘I can build the payment page for your car company website’).

Rubric

e Score 2: Clearly and accurately restates or paraphrases the main goal of the job.

e Score 1: Mentions or implies the goal, but does so at a very high level, vaguely, incompletely, or with partial misunder-
standing.

e Score 0: Does not mention the goal at all, or clearly misunderstands it.

Evaluation Criteria and Rubrics: Understood Complexity

Evaluation Criteria

Does the application indicate awareness of the complexity or difficulty level of the described task in the job post? When
evaluating complexity understanding, distinguish between basic task comprehension and awareness of implementation
challenges—for example, an applicant saying 'I can create a payment page that accepts credit cards’ shows they understand
the goal but may receive a lower complexity comprehension score if they don’t acknowledge factors like PCI compliance,
system integration, or error handling requirements.

Rubric

e Score 2: Clearly demonstrates understanding of complexity.

e Score 1: Vague or implied understanding of complexity.

e Score 0: No indication of understanding or clear misunderstanding of complexity.

Evaluation Criteria and Rubrics: Initiative

Evaluation Criteria

Does the application demonstrate a clear initiative or plan to complete the task in the job post (e.g. concise plan, roadmap,
or specific clarifying questions grounded in the job posting)? Any plan, roadmap, or question should only count towards
this criterion if the applicant is directly referencing this specific job post. Many applications that are completely generic
say something like “Can I have more details?” or “I will start work right away and can return the product to you in 24
hours” or “You can have unlimited revisions, so satisfaction guaranteed”. None of these should count as evidence towards
an application showing initiative, since they are all completely generic. Clarifying questions may be evidence of initiative
only if they are specific to the project and address genuine ambiguity, as opposed to a general request for more details.
Rubric

e Score 2: Features a clear concise plan, detailed roadmap, or key clarifying questions.

o Score 1: Poses some vague plan, roadmap, or asks specific clarifying questions.

e Score 0: Does not include any plan, roadmap, or clarifying question.
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C.1.3. Signal Measurement Examples

In this subsection, we provide four examples of application and job post pairs along with their

measured efforts and signals. We include one example job post from the pre-LLM period along

with two applications (one high-effort, one low-effort) and one example job post from the post-

LLM period along with two applications (one high-effort and not using the on-platform Al-

writing tool, one low-effort and using the on-platform Al-writing tool).

Build me an optimized shopify store

Already have the store need someone to build the back end which will allow customers to choose
colors of blanket, text color of blanket, designs are step and repeat pattern as well as adding multiple
names. Also need an option for customers to be able to upload their own photos or logos for total
customization sample for what I am looking for: _______. com

7
\.

Hi, I am clear about your details that you need to customize your Shopify store. I will build the
website exactly with the functionality that you need. I am expert Web developer with command on
HTML/CSS Wix, WordPress, Shopify, Magento and PHP/MySQL. Here are some websites that I

have made: ________ Looking forward to working with you. ____.
Effort = 0.55 minutes
Signal = 6.00

| r

Hello, Yes I can do this customization work where customer can choose variants like color , choose
blanket , add text , upload their own photos or logos etc. I need to discuss this project in detail after
that I will suggest you we do this help of theme or we need to create private app . I am waiting for
your response . Thanks, ____

Effort = 2.18 minutes

Signal = 14.79

~
\.

Modern Car Finance Company Website

I'm in need of a website for my Car Finance Company. This website should be designed with a
modern and sleek aesthetic. Important functionalities I want to see implemented include a loan
calculator for user ease and an online application form. This form should be carefully designed to
collect personal, employment, and financial information from potential clients. I believe freelancers
with creativity and experience in finance industry web design will be the perfect match for this
project.




—__ here, ready to create your dream Car Finance Company website! With over 15 years of expe-
rience, my web development skills cut across various platforms, from PHP, Laravel, Livewire to
Bootstrap. This means I'm well-equipped to incorporate important functionalities that you require
like a sleek loan calculator or a user-friendly online application form that will effectively gather
all the personal and financial information of your potential clients. My background in managing
and maintaining websites has given me a unique perspective on design and user experience. Your
website will not just be a beautiful design but a functional money-spinning asset. I'm not only flu-
ent in technical codes and frameworks but also knowledgeable in optimizing search engines which
increases your chances to get found by more customers. Lastly, my awareness of emerging trends is
an added bonus for your project. My proficiency in Adobe Photoshop, Figma, Adobe XD ensures
that I translate a modern and sleek aesthetic to your website. Let me convert this vision you have
about a modern car finance company into a reality. You'll certainly appreciate the ____ touch on your
project! Looking forward to collaborating with you!

Effort = 0.52 minutes

Signal = 14.79

\

Dear ____, This is ____, Full stack developer for Car Finance Company. I can make modern and sleek
websites include loan calculator for user ease and Thanks for your post job . I'm confident that I
can make best modern car finance company Thanks Best regards! ____

Effort = 2.28 minutes

Signal = 10.93

C.2. Consideration Set Measurement Details

In this subsection, we describe our procedure for constructing consideration sets. Since we do not

have direct data on which applications were considered by employers, we develop an algorithm

that constructs a proxy for consideration based on click and timestamp data.

Step 1: Assign each application a consideration score An application is given one point for each

of the following conditions:

1.

The applicant was hired, exchanged at least two messages with the employer, or the em-

ployer clicked on the application.

. The application was among the first 8 and was submitted within 2 hours of the job being

posted.
The application appeared on the first page’’ by the end of bidding and was submitted
within 2 hours of the job being posted.

51Each page contains 8 applications.

95



4. The application was submitted within 5 minutes of the job being posted, provided less than
30 applications were submitted within 5 minutes.
5. The application was ranked higher on the bid list than the latest-submitted application with
which the employer interacted at the time of that interaction.
At this stage, we mark applications with at least one point as considered, and we record the point

total of each application as the “consideration score.”

Step 2: Trim excessively large consideration sets. We count the number of considered ap-
plications per job according to the definition from Step 1. We record the 75th percentile of
considered-set sizes across all jobs for each of the pre- and post-LLM samples separately. If a
job’s consideration set size exceeds the 75th percentile for its sample, we set consideration status
to zero for all applications with a consideration score of one, provided their only point came from

conditions (2)—(5) above.

Step 3a: Add to excessively small consideration sets: first pass. We recount the number of
considered applications per job after Step 2. For jobs with fewer than 5 considered applications
and more than 15 total applications, we set consideration status to one for all applications on the

first two pages of the bid list at the end of bidding.

Step 3b: Add to excessively small consideration sets: second pass. We recount the number of
considered applications per job after Step 3a. For jobs with fewer than 5 considered applications
and fewer than 9 total applications, we set consideration status to one for all applications that

were submitted within 12 hours of the job being posted.

Step 3c: Add to excessively small consideration sets: third pass. We recount the number of
considered applications per job after Step 3b. For jobs with fewer than 3 considered applications,
we set consideration status to one for all applications that were on the first page of the bid list by

the end of bidding and were submitted within 12 hours of the job being posted.

Step 3d: Add to excessively small consideration sets: fourth pass. We recount the number of
considered applications per job after Step 3c. For jobs with fewer than 3 considered applications

and fewer than 8 total applications, we set consideration status to one for all applications.

Step 3e: Add to excessively small consideration sets: final pass. We recount the number of
considered applications per job after Step 3d. For jobs with fewer than 3 considered applications,

we set consideration status to one for all applications that were among the first 5 to be submitted.

52Interactions correspond to the actions that award a point in condition (1).
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Step 4a: Do final trim of excessively large consideration sets: first pass. We recount the number
of considered applications per job after Step 3e. For jobs with more than 32 considered applica-
tions, we set consideration status to zero for all applications with a consideration score of one,

provided their only point came from conditions (2)—(5) above.

Step 4b: Do final trim of excessively large consideration sets: second pass. We recount the
number of considered applications per job after Step 4a. For jobs with more than 32 considered
applications, we set consideration status to zero for all applications with a consideration score of

two, provided neither of their points came from condition (1) above.

Step 4c: Do final trim of excessively large consideration sets: third pass. We recount the
number of considered applications per job after Step 4b. For jobs with more than 32 considered
applications, we set consideration status to zero for all applications with a consideration score of

three, provided none of their points came from condition (1) above.

Step 4d: Do final trim of excessively large consideration sets: fourth pass. We recount the
number of considered applications per job after Step 4c. For jobs with more than 32 considered
applications, we set consideration status to zero for all applications with a consideration score of

four, provided none of their points came from condition (1) above.

Step 4e: Do final trim of excessively large consideration sets: final pass. We recount the number
of considered applications per job after Step 4d. For jobs with more than 32 considered applica-
tions, we set consideration status to zero for all applications with a consideration score of four,

unless the applicant exchanged at least five messages with the employer.

Step 5: Drop Job Posts with Implausibly Large Consideration Sets. We recount the number of
considered applications per job after Step 4e. We drop any jobs with more than 32 considered

applications that did result in the employer hiring an applicant.

D. Estimation Details

This appendix provides various implementation details of our empirical analysis and then out-
lines our estimation procedure in detail. We begin by discussing how we stratify our data by
observable characteristics and how we implement our effort correction. Then, we provide details

on each step of our estimation procedure.

53This last step only drops 16 job posts from the pre-LLM sample and 69 job posts from the post-LLM sample.
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D.1. Stratifying Data by Observables

To maintain nonparametric flexibility, we stratify our data by observable characteristics. We
construct 56 groups using workers’ country, arrival times, and reputations: country is defined as
the worker’s country of residence; arrival time is defined as time elapsed between the job being
posted and the worker first clicking on the job post; reputation is defined as the one-dimensional
“reputation score” that the platform assigns to each worker in order to rank them in the bid list.

To avoid estimating our model using bins that are too sparse, we partition countries into four
coarse country groups: English Speaking, Europe, South Asia, and Other. Countries in the English
Speaking group include Australia, Canada, Ireland, New Zealand, the United Kingdom, and the
United States. Countries in the South Asia group include Bangladesh, Bhutan, India, Maldives,
Nepal, Pakistan, and Sri Lanka. Countries in the Europe group includes all countries in the
European continent, including Russia, Turkey, and Ukraine. All other countries are grouped into
the Other category.

We partition arrival times into four groups: 0-5 Minutes, 5-45 Minutes, spike arrivals, and Over
45 Minutes (no spikes). We observe that there are three major worker arrival spikes—45 minutes,
6 hours, and 12 hours—after the initial spike of attention when a job is posted. In particular,
we find that workers that arrive within 10-15 minutes of these spikes behave differently when
applying for jobs and are treated differently by employers. Thus, we define spike arrivals to be
workers that arrive between 45-55 minutes, 360-370, or 720-735 after a job is posted. We can
see how spike arrivals observably differ from other arrival groups in Figure D1. Furthermore, we
impute arrival time as the time elapsed between the job being posted and the worker’s application
being submitted for each worker whose first click is measured to be after their application was
submitted.

Finally, we partition reputation scores and rookie-status into four groups: Rookies, Low, Mid-
dle, and High, where the latter three only contain workers who have received work on the plat-
form. Note that these are dynamic variables that we measure at the time a worker applies to a
job.

Due to some sparse bins, we combine all non-South Asian countries who are also spike
arrivals into a single group.

Summary statistics of each group is presented in Table
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Table D1: Summary Statistics by Observable Group in Estimation Sample

Country Group Arrival Group Reputation Group # Apps. # with Valid Effort Mean Signal Mean Effort Mean Bid
English Speaking 0 — 5 mins. Rookie 1956 1227 4.61 1.80 139.86
English Speaking 0 — 5 mins. Low 6378 3647 4.38 1.07 150.21
English Speaking 0 — 5 mins. Middle 20423 11961 491 1.09 145.88
English Speaking 0 — 5 mins. High 6383 2794 5.73 0.95 127.65
English Speaking 5—45 mins.  Rookie 1562 854 5.60 2.99 141.35
English Speaking 5 — 45 mins. Low 2877 1347 5.05 1.93 144.87
English Speaking 5—45 mins.  Middle 8028 4558 5.70 1.81 158.30
English Speaking 5 —45mins.  High 1719 913 6.26 1.60 155.18
English Speaking > 45 mins. Rookie 2265 1285 6.25 2.99 148.61
English Speaking > 45 mins. Low 2817 1485 5.43 1.92 148.37
English Speaking > 45 mins. Middle 7932 5065 5.78 1.88 165.04
English Speaking > 45 mins. High 1553 934 6.17 1.81 167.41
South Asia Spike Arrivals Rookie 4522 3103 4.30 1.95 137.85
South Asia Spike Arrivals Low 5580 3605 4.43 1.14 144.21
South Asia Spike Arrivals Middle 38681 25826 491 0.99 150.74
South Asia Spike Arrivals High 20931 14083 5.50 0.96 151.02
Europe 0 — 5 mins. Rookie 4006 2789 4.40 1.86 128.44
Europe 0 — 5 mins. Low 8502 6254 4.20 1.20 136.77
Europe 0 — 5 mins. Middle 47506 32269 4.49 1.15 147.76
Europe 0 — 5 mins. High 5212 3682 5.04 0.86 146.54
Europe 5—45mins.  Rookie 3071 1643 4.96 2.73 129.24
Europe 5 — 45 mins. Low 3567 2240 4.86 1.96 138.40
Europe 5—45mins.  Middle 21226 13088 5.12 1.64 152.10
Europe 5—45mins.  High 2146 1315 5.90 1.36 145.12
Europe > 45 mins. Rookie 3948 2085 5.36 2.94 140.84
Europe > 45 mins. Low 3352 2139 5.19 2.04 143.54
Europe > 45 mins. Middle 17134 9722 5.46 1.67 159.11
Europe > 45 mins. High 2666 1665 5.97 1.45 157.34
Not South Asia  Spike Arrivals Rookie 3176 2141 4.50 2.25 136.29
Not South Asia  Spike Arrivals Low 4875 3136 417 1.17 148.29
Not South Asia  Spike Arrivals Middle 22291 15231 4.54 1.15 147.76
Not South Asia  Spike Arrivals High 2537 1720 5.52 1.12 154.20
Other 0 — 5 mins. Rookie 3813 2660 4.13 2.63 131.56
Other 0 — 5 mins. Low 3547 2305 413 1.45 128.86
Other 0 — 5 mins. Middle 16899 10486 4.63 1.16 129.77
Other 0 — 5 mins. High 4736 3089 5.00 1.24 144.33
Other 5—45mins.  Rookie 5617 3024 4.59 3.38 135.45
Other 5—45mins.  Low 2529 1379 5.11 2.20 134.34
Other 5—45mins.  Middle 9723 5585 5.40 1.84 140.38
Other 5—45mins.  High 2570 1456 5.60 1.45 146.10
Other > 45 mins. Rookie 7808 4354 5.15 3.22 142.09
Other > 45 mins. Low 3419 1885 5.58 2.51 150.06
Other > 45 mins. Middle 12539 6674 5.56 1.94 148.14
Other > 45 mins. High 3904 2015 5.35 1.45 160.83
South Asia 0 — 5 mins. Rookie 13835 9271 4.20 2.09 135.12
South Asia 0 — 5 mins. Low 22222 12995 4.40 1.23 141.55
South Asia 0 — 5 mins. Middle 161046 92375 4.89 1.08 148.09
South Asia 0 — 5 mins. High 93314 56324 5.54 0.99 139.48
South Asia 5—45mins.  Rookie 16293 8953 4.49 2.70 136.49
South Asia 5—45mins.  Low 12267 6572 5.05 2.04 150.19
South Asia 5—45mins.  Middle 66189 36421 5.50 1.79 154.40
South Asia 5—45mins.  High 38167 21619 5.93 1.55 151.30
South Asia > 45 mins. Rookie 18007 10321 4.88 2.85 142.37
South Asia > 45 mins. Low 14783 8392 5.34 2.13 157.23
South Asia > 45 mins. Middle 83127 49072 5.55 1.74 167.88
South Asia > 45 mins. High 51865 30886 5.88 1.55 165.46
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Figure D1: Distributions of Key Variables by Arrival Group

Notes: This figure plots both a histogram estimate of the distribution of arrival times (top left) and binscatters of
winning the job (top right), being considered (middle left), signal (middle right), effort (bottom left), and bid (bottom
right) on arrival time, all of which separate the binscatters by our definitions of arrival group. Arrival groups are
defined as follows: 0-5 Minutes, 5-45 Minutes, Spike Arrivals (45-55 minutes, 360-370 minutes, or 720-735 minutes),
and Over 45 Minutes (no spikes).
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D.2. Effort Correction

Before using our raw effort measurements, we implement a correction that accounts for hetero-
geneity in workers’ time efficiency. Some workers convert a given amount of time into higher-
quality signals than others; thus two workers with the same measured time t;; may not expend
the same true effort. Our correction uses an empirical Bayes estimator to recover worker-specific

efficiency multipliers and then re-scales measured time accordingly.

Measurement and microfoundation. Let t;; > 0 denote the measured time worker j spends

reading and writing when applying to job post i. True effort is

eij = 1j-tij, ¢; = log(1;),
where 7; is a worker-j efficiency multiplier. Signals are produced according to
sij = K*(xij) + 7°(x;) -log(eij) + € (16)
with &}, mean-zero noise. Substituting e;; = 7;t;; yields

sij = K*(xij) + 9°(xy) -log(ty) + 7°(xij) - ¢ + €. (17)

worker effect

iid.

Assumptions. (i) ¢; = logn; ~ N(0,V;) and is independent of (a;;, cij, x;;) and of g;;- (i) Within

each x-group, sij is homoskedastic with variance Vs (x) and mean zero conditional on t;; and j.
The estimator proceeds in five steps.
Step 1: Estimate K*(x), 7°(x), and Vs (x)

Separately for each observable group x, run a regression of s;; on log(t;) with worker fixed
effects:

Sij = Ks(x) -+ 'ys(x) -log(tij) + RE]' + Ujj.

With this regression, we obtain estimates of K*(x), 3°(x), and V,s(x). Define the residual
rij = Sij — I?S(xi]-) — ’/)/\S (xz-]-) . log(ti]-) ~ ’)/S (xz-]-) : 4)] + 8;
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Step 2: Normalization and sufficient statistics by worker

Normalize by the estimated slope and attach precision weights:

. 2
rij £ (7 (x))

= U 4 , Wi = e (18)

Vi ¥ (xi5) # 7°(xi7) ! Vies (xif)

For worker j, define total precision S; = }; w;; and the precision-weighted mean

L LiWijYij

Given (18), ; | ¢ ~ N(¢j, 1/5)).

Step 3: Method-of-moments estimate of V;,

Let J>+ be workers with at least two observations. The precision-weighted variance across

{¢i}icg,, satisfies

~ 1
E|[Var,(§)] = V, + Ey [S] ,
]
so we estimate
‘7,1 = max{Varw(Jb) — @, 0}. (19)
2j672+ S]

Step 4: Empirical Bayes posterior mean of ¢;

Under the normal prior ¢; ~ N (0, V) and sampling variance 1/5;,

. - VoS ) .
¢ = Elg; | ;.5 V)] = (%) ;- (20)
]
Low-precision workers (small S;) are shrunk toward 0; high-precision workers are barely shrunk.

Step 5: Capping and corrected effort

We translate posterior means into a worker-level shift in log effort and cap extremes:

Alog(ej) = clip(¢/®, —cap, +-cap),  cap =1.25.
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The corrected effort used in estimation is
log (efj"rr) = log(t;j) +Alog(ej), €™ = tij-exp(Alog(e;)). (21)
Equivalently, defining a worker effect in signal units I@ij =7 (x) - $jEB,

corr __ t 1 I@ZJ 22
i = tij exp| clip ’Ys(x”),—cap,—kcap . (22)

1]

e

Discussion and use. By construction, Xij is purely a vector of observables; we estimate Ks(x),
7(x), and Vs (x) separately by observable group, but the latent efficiency ¢; is worker-level and
independent of x. Because ¢; is assumed independent of (aij, Cij, xij), this correction does not
affect our identification arguments. In all downstream steps, we replace the raw effort with efj"“

from (21).

D.3. Estimation Procedure

In this subsection, we outline the details of our estimation procedure.

Step 1.1: Estimating Signal Production Functions

For each observable group defined in Appendix .1, we separately estimate the signal production

function using OLS and a linear-log specification of the form:
sij = K*(xi) + 7 (xij) - log(ei) + &3, (23)

where ¢;; is the effort measure corrected as in Appendix D.2. (For all future mentions of effort,
we refer to this corrected measure.)
Step 1.2: Estimating Reduced-Form Demand

In this step, we estimate the reduced-form demand for workers at the pre-LLM signaling equil-
brium. The demand we are estimating in this step can be interpreted as the predicted equilibrium

demand from the workers’ perspective.
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First, we define the following notation:

W;; = 1{j wins i};
Wip = 1{i chooses outside option};
q;j = 1{j is considered by i} (Note, we set g;o = 1.);
h(s;x) =T(x) + B - Ela|s; x];
0= (ah,m);

(b);, 5
(i )] 1/
(i)
(i €{01,.,Ni} | g5 =1};

D; = (N;, b, s;, xi, Qi) to be the non-outcome data for job i;

6ij(Di; 0) = h(sij; xij) + a - bj;
51‘0 =0.

Note that we write that the bid component of utility enters positively instead of negatively. This
choice is obviously without loss and is for notational convenience when coding our estimator.
Thus, we expect to estimate negative values of a.

We can now write down the probability that worker j wins job i, conditional on the non-

outcome data D; and parameters 6 as:

exp (51](D1,9))

P(W; =1]|D;0) = 7-q; - '
(Wi =1 Di;0) = 7 -q4 1+ Ykeq (o) exp (9i(Di;0))

(24)

And we write down the probability that job poster i chooses the outside option, conditional

on the non-outcome data D; and the parameters 6 as:

7T
T+ Y kegy\ {0} €XP (6i(D;;0))

P(Wip=1]| D;6) = +(1-m). (25)

Next define the linear function A(s; x, K*, 4*) used to approximate h(s; x) in the reduced-form
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demand estimation step:
A(s;x, KM, ) = KMx) + 9 (x) -5, (26)

where K* = (K*(x))rex, and 7* = (v*(x))xex. Note that we estimate separate A functions, i.e.,
slopes and intercepts, for each value of x, and thus we index those parameters accordingly.

Using this A approximation, now define:

0= (a, KA,')/)‘, 7);

5z‘j(Di}é) E/\(Sij;xij,K ;Y )—1—0( bl]

We can thus define the pseudo-probability that job poster i chooses worker j conditional on

the non-outcome data D; and the parameters 0 as:

F j 5(Dis8
]P(Wi]'zlyDi}G)Eﬂ-qij- exp(lj( : )) _—
1+ e\ {0y P (9 (Di;0))

(27)

Similarly, we can define the pseudo-probability that job poster i chooses the outside option as:

7T
1+ Yieq (o) exp (0x(D;; 0))

P(Wip=1|D;0) = + (1 - ). (28)
Define D = (D;)_,, W;= (W,]) ,and W = (W;)/_,, where I is the number of jobs in the data.

In preparation for writing down the pseudo-likelihood function, we define P;;(8 | D;) =
P(Wij = 1| D;;0) and Py(0 | D;) = P(Wjp = 1| D;;6). We can then write down the pseudo-

likelihood function as:
I ~
L@|DwW)=[TITP;@]D)" (29)
:] Q

Note that W;; =1 = g;; = 1, and thus we can drop the g;; term from the pseudo-likelihood
function, as long as we sum over considered workers for each job, allowing us to avoid a 0° term

in the pseudo-likelihood function.
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Thus, the pseudo-log-likelihood function is:

G\DW) ZZWI} log( G\D)) (30)
i=1jeQ;
where, for j # 0:
log (151-]-(9 | D;)) = 5ij(Di;5) log (1 + Z exp (Sik(Di;é))) +log(m), (31)
keQ;\{0}

and for j = 0:

-1
log (Po(6 | D;)) = log (1+ ((1 + Z exp (gik(Di;é))) - 1) -7'[) ) (32)
keQ;\{0}

This step of the estimation procedure consists of maximizing the above pseudo-log-likelihood

function with respect to the parameters 6.

Step 1.3: Simulating Job Posts

To simulate the reduced-form win-probability function, P*(b,s; x), which is needed to invert
workers” FOCs, we need to simulate many job posts and the bids and signals of the workers
applying to those job posts. First, we simulate the observable types of workers applying to each
job post and employer consideration sets by simply bootstrapping with replacement from the
empirical distribution of job posts and consideration sets.

Next, we need to estimate the joint distribution of bids and signals within each x-group,
which we will use to simulate bids and signals in the next step. We do so by estimating the
marginal distributions of bids and signals nonparametrically, and then we estimate a parametric
copula to capture their joint distribution. This approach allows us to capture the non-standard
shapes of the empirical marginal distributions and capture the main features of the dependence
structure between bids and signals, while not falling prey to the curse of dimensionality of esti-
mating a joint distribution nonparametrically.

Probably since workers do not only compete on bids, workers tend to choose discrete bid
levels that are multiples of $5, $10, or $50, with some workers choosing bids in a more continuous
manner. To accurately capture this feature of the marginal bid distributions, we group bids into

discrete bins, estimate a nonparametric discrete marginal distribution for each x-group, and then

106



we build a second layer of the empirical model that explains the deviations from those discrete
bid levels. First, we define these bid bins within x-group to be bid levels that either are an end
point, i.e., $30 or $250, or have a mass of workers equal to at least the maximum of 20 and 0.5%
of the x-group’s total workers. Second, once we have defined the modal set of discrete bid levels,
we categorize every bid not exactly equal to one of those discrete bid levels into its nearest bid
level, and then we compute the fraction of each bid bin that deviates from the exact value of the
bin. One assumption that we make in this estimation step is that the deviation from the exact
bid bin value is independent of the signal conditional on the bid bin. This assumption allows us
to model the joint distribution of bids and signals with a copula between the marginal bid bin
distribution and the marginal signal distribution.

In particular, we fit a Student-t copula via MLE separately for each x-group. We use the
Student-t copula rather than a Gaussian copula, for example, because we know that in the em-
pirical joint distributions of bids and signals, correlated outliers in both variables are somewhat
common.

Once we have estimated this empirical model of bids and signals, we draw from it via the
following process: (1) we draw the pseudo-uniform scores of bids and signals from the estimated
Student-t copula; (2) we use the estimated marginal empirical CDFs of bids and signals to map
those ranks to the actual values of discrete bid bins and signals; (3) we use the estimated frequency
of deviations for each bid bin and x-group to simulate whether the bid deviates from the exact
value of the bin; (4) If the bid deviates, we draw the deviation from U(a,b), where a = lower-
midpoint between this bid bin and the next lowest bid bin, and b = upper-midpoint between this
bid bin and the next highest bid bin (the $30 bid bin uses a = 30; the $250 bid bin uses b = 250).

Step 1.4: Computing Simulated Job Poster Mean Utilities

Before continuing, we define some notation for our simulations. We index each simulated job
post by m, with there being M total simulated job posts. For each simulated job post m, we
index workers by j, with there being N, total simulated workers applying to job post m. We also
denote the x-group-specific count of workers applying to job post m by N;,x, where ) cx Nyx =
Ny, and we denote the set of considered workers for simulated job post m by Q,,. We denote
simulated bids by b,,j, simulated signals by s,,;, simulated observable types by x,,;, and simulated
consideration status indicator g,,;.

Once we have simulated bids b,,; and signals s, for each worker j in each simulated job

107



post m, we can compute the mean reduced-form expected utility of each simulated application.
In particular, we plug the simulated bids and signals into the estimated reduced-form employer

indirect expected utility function from Step 1.2:

~ ~

mj = KA(xmj) + ’?A(xmj) " Smj +u- bmj (33)

oY)

Step 1.5: Computing Simulated Win-Probability Functions and Their Derivatives

Having a simulated set of job posts with consideration sets and sets of indirect expected utili-
ties ﬁ[m]-, we can now compute the simulated ex-ante win-probability function for each worker
observable type x.

First, we define some more notation:

ij = k\)\(xmﬁ + '/)’\A(xmj> " Smj (34)

W) = exp (gm]) (35)

Ap-j= Y Om (36)
keQm\{0,}

To compute the simulated ex-ante win-probability function for each worker of type x, we need
to integrate over two distributions. First, we need to numerically integrate over the hypothetical
worker’s signaling noise. We draw the signaling noise ¢;,; for each worker j applying to job
post m from the estimated x-group-specific distribution of signaling noise (N (0, Vis(x))), which
we estimated in Step 1.1 above. Note that this signaling noise does not affect any of the above
defined objects, but instead only affects the signal that would be produced by the hypothetical
worker from whose perspective we are computing the simulated win-probability function.

Second, we need to numerically integrate over all simulated workers of type x, even when
multiple x-type workers apply to the same job post. We operationalize this sum by letting the
hypothetical worker replace, one at a time, each simulated worker of type x, meaning they use
that worker’s consideration status, and they use that worker’s simulated signaling noise to com-
pute their signal, and we replace that worker’s simulated expected mean utility with a newly
computed one based on their choice of bid b and effort e.

We now formalize this approach. First, we define the estimated signaling function:
S(e;x,€%) = K°(x) +7°(x) - log(e) + ¢, (37)
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Next, we define three functions that take as input worker actions, worker observable type, and

signaling noise, using previously estimated parameters:

Ale;x,e°) = KMx) +7M(x) -8(e; x, €°); (38)
A(b,e; x, €)= /A\(e; x,€)+u-b; (39)
w(b,ex,e)=exp (3(}), e X, es)) . (40)

Now, we define the ex-interim simulated win-probability function for each worker j applying

to job post m, conditional on m not abandoning, as:

(0 b/; m’/s'
P i(b€) = qu; - ( w( ot ]> ) (41)

1+w<bexm], )+Am ]

Now, we average over all simulated job posts m to compute the ex-ante simulated win-probability

function for a worker of type x:

N
P* (b, e; x) (Z me> Z Z ) - T{xpj = x}. (42)

m=1j=1

Note that the ex-interim simulated win-probability for worker j applying to job post m is only
included in the average if that worker is considered by the job poster, i.e., if g,,j = 1, and if the
worker’s observable type matches x,,; = x. Also note that we do not need to simulate each job
poster abandoning or not, since that rate is equally 7t for all job posts, so we can simply multiply
the entire function by 7.

We can similarly write down the derivatives of the simulated ex-ante win-probability function

as:

-~

~Puj(bre) - L{xwj = x}, (43)

I P (bex) = (f; ) f

Mz
| @

where z € {b,e}.

Step 1.6: Inverting Simulated FOCs

To estimate the joint distribution of cost c, ability 4, and observable type x, we use the simulated

ex-ante win-probability function ﬁ*(b, e;x) and its derivatives to invert simulated worker first
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order conditions (FOCs). This step mirrors the standard approach to estimating auction models,
with the two main deviations being that we have two dimensions of the FOCs, and that we
are simulating the win-probability function rather than computing it directly from the empirical
distribution of bids.

Recall that a worker with cost ¢, ability 4, and observable type x choosing bid b and effort e
solves the following problem:

max P*(b,e;x) - (b—c) — % exp (—a) - € (44)

At each worker optimal choice of bid b* and effort e*, the following FOCs hold:

E;’)bP*(b, e x) - (b* —c)+ P*(b*,e*;x) =0; (45)
(b,e)=(b*,e*)

aaP*(b, e x) (b —c)—exp(—a)-e" =0. (46)
¢ (be)=(b" )

!
We use these two equations to compute a pseudo-data set of ((a]-,ﬁij);\fl) _
—1),_

-1

. o 9~

Cij = bij + P* (byj, eij; xij) - (P (b,e; xi7) ) ; (47)
ob (be)=(bijeif)

) : (13* (bij,ei]-;xi]-))_l) .

(48)

-1
0 ~
. 7P* (b,e,‘ xl-]-)
(bfe)—(bijreij)> (ab

_ 9 s,
a;j = log (—ei]-- (aeijP (b,e;x)

(brg):(bijfeij)

Note that 7 falls out of the first FOC, but is be present in the second FOC, since effort costs are

paid regardless of whether the employer abandons the job post.

Step 2: Estimating Employer Beliefs

Now that we have our pseudo-data set of (@j, ﬁij,sij, xi]'), we can estimate the employer belief
function beyond our initial linear approximation. Recall that we grouped the taste-based shifters
(T(x)) cx, as well as the preference-weighted beliefs about ability g -IE[a | s;x] into a single

function, h(s;x), which we then approximated with a linear function A(s;x). To disentangle

55We abuse notation in the indices, as we only can compute these pseudo-data points for workers for whom we
observe effort e
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the pieces combined into / in the structural demand estimation step, we need to get a separate
estimate of the reduced-form employer belief function, which we denote g(s;x) = E[a | s; x], the
estimate of which we denote g(s; x).

We are aiming to estimate ¢ with more fidelity than our previous linear approximation, so we
use a three-step nonparametric approach. All the following steps are done completely separately
by x-group. First, we bin the data into 50 equally populated bins of the signal s;;, and compute the
mean estimated ability fiij for each bin. Second, we estimate an isotonic regression of the mean
estimated ability ;; on the mean signal within each bin, which allows us to capture the mono-
tonicity of the employer belief function, while also allowing for nonlinearity in the relationship
between the signal and the employer belief. Third, we fit a Piecewise cubic Hermite Interpolating
Polynomial (PCHIP) to the estimated isotonic regression, which allows us to maintain the data-
driven nonlinearity of the previous step, while also ensuring that the estimated employer belief
function is continuous and differentiable.

One important technical note is that the since the PCHIP interpolates from the mean of the
lowest signal bin to the mean of the highest bin, it is undefined for the signals that fall below
the lowest bin’s mean or above the highest bin’s mean. Since we are using 50 bins, and thus
those tail bins are already small, and to reflect the nature of belief formation at those tails, in-
stead of extrapolating the PCHIP to those tails, we simply set g(s; x) = g(mean of lowest bin; x)
for all s < mean of the lowest bin, and g(s;x) = g(mean of highest bin;x) for all s >

mean of the highest bin.

Step 3: Estimating Structural Demand

Now that we have estimated the employer belief function g(s;x) = E[@ | s;x], we can plug
our signal data s;; into it and generate a pseudo-data set of employer beliefs a;; = g’\(sij; xij) for
every observed (i,]) pair. Now, we have everything we need to estimate the structural demand
parameters that we excluded from the reduced-form demand estimation in Step 1.2. Specifically,
we can estimate the structural demand parameters  and T = (T(x)),.y, in addition to re-

estimating the price coefficient « and the non-abandon rate 7.
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Now define:

0= (a,B,T,m); (49)
D; = (N, bi, x;, Qi, @;) ; (50)
51']'(51';@) = T(xi]') +B- ﬁi]' +uo- bi]u (51)

We can thus define the updated pseudo-probability that job poster i chooses worker j condi-

tional on the non-outcome data D; and the parameters 0 as:

exp ((Tij(ﬁ'g))i _
L+ Lreon (o) exp (3 (Di;8))

?(Wl] =1 ‘ 51‘,’6) =7C" ql] . (52)

Similarly, we can define the updated pseudo-probability that job poster i chooses the outside
option as:

Vs
1+ Yeq\ oy exp (0 (Di;0))

P(Wj=1]|D;0) = + (1 —m). (53)
Define D = (51-)5:1, and recall that W; = (WU)] and W = (W;)\_,, where I is the number of
jobs in the data.

In preparation for writing down the updated pseudo-likelihood function, we define
Pij(0 | D;) = P(Wj; = 1| D;;8) and Pjg(0 | D;) = P(Wjp = 1| D;;6). We can then write down
the updated pseudo-likelihood function as:

I
Z (5 | D, W) = H H ﬁl](g ‘ Di)w’j. (54)
i=1jeQ;

Note that W;j =1 = g;; = 1, and thus we can drop the g;; term from the updated pseudo-
likelihood function, as long as we sum over considered workers for each job, allowing us to avoid
a 0° term in the updated pseudo-likelihood function.

Thus, the updated pseudo-log-likelihood function is:

L(6|D,W)= szﬂ%iémmr (55)
i=1jeQ;
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where, for j # 0:

log (sz (g I ﬁz)) = El] (Ei; 6) — log (1 + Z exp (31']((51',' 6))) + 10g(7’[), (56)
keQi\{0}

and for j = 0:

-1
log (PiO (é | 51)) = log 1+ (1 + Z exp (Eik (Ei; 9))) -1 -m7T]. (57)
keQ;\{o}

This step of the estimation procedure consists of maximizing the above pseudo-log-likelihood

function with respect to the parameters 0. With this step, we complete the estimation procedure.

E. Robustness with NLP Measures of Signal

In this section, we present a number of robustness checks of our descriptive findings using alter-
native Natural Language Processing (NLP) measures of textual similarity between job posts and
proposals in lieu of our LLM-based measure of signal. We use three measures of textual simi-
larity to quantify how closely the language of an application matches that of the corresponding
job description, with the general idea that greater textual alignment reflects a higher degree of
customization and effort. One major drawback of these approaches relative to our LLM-based
measure is that simple copy-and-pasting of phrases or even entire sentences from the job post in
a worker’s proposal score highly on NLP similarity metrics, even though the proposals may be
entirely non-customized and generic. In contrast, our LLM-based measure is prompted to disre-
gard such blatant copy-pasting, much like a human reader would. Regardless, these NLP-based

measures provide useful robustness checks for our main descriptive findings.

E.1. NLP Measure Definitions

The three main measures of textual similarity we use—TF-IDF cosine similarity, average word
embeddings, and Sentence-BERT embeddings—differ from each other primarily in the linguistic
information they capture and their computational complexity.

TE-IDF quantifies similarity based on direct word overlap. Each document is represented
as a high-dimensional sparse vector, where each entry corresponds to a term weighted by its

frequency in the document and its rarity in the corpus. Cosine similarity between two such vec-
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tors measures the extent of shared vocabulary, giving more weight to uncommon but informative
terms. TF-IDF thus captures lexical overlap, making it particularly informative when workers
literally reuse text from job postings. However, it cannot recognize paraphrases or synonyms, as
it treats for instance “developer” and “programmer” as distinct terms. Its main advantages are
transparency, speed, and interpretability.

Averaged word embeddings (using GloVe as an embedding matrix) move beyond raw word
counts by embedding each word in a continuous semantic space. Averaging these vectors for
each document yields a dense, low-dimensional representation of overall semantic content. Co-
sine similarity between averaged embeddings can be high even when two texts use different but
related words, allowing this measure to capture semantic proximity rather than literal word over-
lap. The drawback of this measure is that averaging discards word order and contextual nuance,
effectively summarizing each document’s “topic” rather than its detailed phrasing. Nevertheless,
this approach often provides a more robust indicator of whether an application and job posting
are discussing related ideas rather than merely sharing vocabulary.

Sentence-BERT extends this idea by producing contextualized sentence-level embeddings
using a transformer model pre-trained on large text corpora. Unlike averaged embeddings,
Sentence-BERT accounts for word order and syntactic relationships: the meaning of each word is
conditioned on its surrounding context. This often yields more discriminating similarity scores,
distinguishing, for instance, between a worker stating they “led a design project” and one who
“assisted on a design project.” Empirically, Sentence-BERT embeddings have been shown to gen-
erally outperform both TF-IDF and simple averaged embeddings in capturing semantic similarity
across a wide range of natural language tasks. Their main costs are computational—requiring
the evaluation of a deep neural model—and interpretational, since the embedding dimensions
are not human-readable. For the purpose of this paper, we use the “all-MiniLM-L6-v2” variant of
Sentence-BERT (SentenceTransformer model), which balances performance and speed.

In summary, TF-IDF captures literal overlap, averaged embeddings capture broad semantic
similarity, and Sentence-BERT captures contextual semantic alignment. In our setting, where
applicants may paraphrase or adapt postings rather than quote them verbatim, embeddings-
based measures (especially Sentence-BERT) provide a more informative measure of “content fit.”

However, TF-IDF remains useful as a transparent benchmark emphasizing explicit textual reuse.
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Cosine Similarity. Across all text-based representations used in this section—TF-IDF vectors,
averaged word embeddings, and Sentence-BERT embeddings—we measure the alignment be-
tween a job post and a worker’s proposal using the cosine similarity metric. Each document is
represented as a vector in a high-dimensional space, where the specific construction of the vec-
tor depends on the representation method: sparse term-frequency weights for TF-IDF, averaged
semantic vectors for word embeddings, or contextual sentence embeddings for Sentence-BERT.

Cosine similarity between the job posting (A;) and the application (B;) is defined as

imilarity. — A B
I RN VA

where A; - B; denotes the dot product and ||A;|| and ||B;|| are the Euclidean norms of the two
vectors.

This metric measures the angle between the two representations rather than their magnitude,
making it scale-invariant to document length or overall word frequency. Intuitively, a higher co-
sine similarity indicates that the application and the job posting place weight on similar terms
or occupy nearby regions in semantic space. When applied to TF-IDF vectors, it captures lexi-
cal overlap in keywords; when applied to embedding-based representations, it captures semantic
proximity between the ideas expressed in each text.

Cosine similarity is widely used in natural language processing because it provides an inter-
pretable and computationally efficient measure of content alignment. In this context, it serves as
a unified metric for comparing how closely a worker’s proposal reflects the language, topics, or

semantics of the corresponding job post.
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E.2. Distributions of NLP-Based Signal Measures
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Figure E1: Distribution of Signals: Pre-LLM vs. Post-LLM

Notes: Each panel plots histogram estimates of the distribution of the corresponding signal measure for the pre-LLM
and post-LLM samples. The post-LLM sample corresponds to job posts after March 26, 2024.
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E.3. Win vs. Signal: NLP Measures
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Figure E2: Binscatter of Win on Signal
Pre-LLM vs. Post-LLM

Notes: Each panel plots a binscatter of whether the applying worker is hired on the corresponding signal measure in
both the pre-LLM and post-LLM samples. As per our research agreement with Freelancer.com, we do not disclose
the level of hiring rates, so we normalize (i.e., divide) the y-axis by the unconditional pre-LLM overall win rate. The
post-LLM sample corresponds to job posts after March 26, 2024
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E.4. Signal vs. Effort: NLP Measures
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Figure E3: Binscatter of Signal on Effort
Pre-LLM vs. Post-LLM, Not-Al vs. Post-LLM, AI-Written

Notes: Each panel plots a binscatter of the corresponding signal measure on effort in both the pre-LLM and post-LLM

samples, splitting the latter by on-platform Al usage. The post-LLM sample corresponds to job posts after March 26,
2024.
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E.5. Job Completion vs. Signal: NLP Measures

(a) Weighted LLM score (b) Sentence-BERT score
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Figure E4: Binscatter of 5-Star Completion on Signal
Pre-LLM vs. Post-LLM

Notes: Each panel plots a binscatter of whether the hired worker completes the job with 5 stars on the corresponding
signal measure, comparing the pre-LLM and post-LLM samples. As per our research agreement with
Freelancer.com, we do not disclose the level of completion rates, so we normalize (i.e., divide) the y-axis by the
unconditional pre-LLM overall 5-star completion rate. The post-LLM sample corresponds to the subsample of job
posts after March 26, 2024.
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E.6. Pre-LLM vs. AI-Written Signals: NLP Measures
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Figure E5: Distribution of Signals: Pre-LLM vs. Post-LLM

Notes: Each panel plots histogram estimates of the distribution of the corresponding signal measure in both the pre-
LLM and post-LLM samples, where the latter is subsetted to only include the applications using the on-platform
Al-writing tool. The post-LLM sample corresponds to the subsample of post-LLM job posts that were posted after
March 26, 2024.
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F. Platform Details

On Freelancer.com, workers are primarily hired to complete tasks in areas such as software
development, writing, data entry, and design (Figure I'l). Each broad occupation can be further
disaggregated into detailed categories and associated skills. A list of job categories and examples

of their associated skills is provided in Appendix Table I'1.

Websites, IT & Software

Design, Media & Architecture
Writing & Content
Sales & Marketing

Data Entry & Admin

Mobile Phones & Computing
Translation & Languages

Engineering & Science

Business, Accounting, Human Resources & Legal
Jobs for Anyone

Product Sourcing & Manufacturing

Trades & Services

Freight, Shipping & Transportation

I T T T T T T T T T T
0 .05 1 15 2 25 3 .35 4 45 5
Share of Projects

Figure F1: What Types of Jobs Are Posted on the Platform?

Notes: This figure plots the aggregate job categories listed on the platform. Coding, design, and writing skills are most
in demand on the platform. For a detailed list of all possible skills and job categories, see Appendix Table F1

The outsourcing of tasks on Freelancer.com can be generally characterized by a North-South
exchange, with many employers located in the Global North and most workers in the Global
South. Figure I'2 compares the geographical distribution of workers on the platform applying to
and employers on the platform posting jobs in English in 2019 and soliciting bids in USD. The
top panel displays the top 10 countries of employers. 50% of all jobs are posted from employers
located in the United States (25.5%), Australia (11%), the United Kingdom (9.5%) and Canada
(5%). While India also appears to be a large poster of jobs on the platform (8.5%), it is above all
the primary country of origin of workers: 28% of all freelancers are from India. Pakistan (7%),

the Philippines (5%), Indonesia (4%) and Bangladesh (3%) follow.
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Which countries post jobs? (Top 10)
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Figure F2: Who is on the platform?

Notes: These figures plot the listed country of workers (“freelancers,” at the bottom) applying to and employers
(individuals or firms posting jobs, at the top) posting jobs in English in 2019 and soliciting bids in USD. Firms on the
platform are largely from the Global North, while freelancers on the platform are mostly from the Global South
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Table F1: Job Categories and Skills

Job Category

Skill Examples

Websites, IT & Software

Design, Media & Architecture
Mobile Phones & Computing

Data Entry & Admin

Engineering & Science

Freight Shipping & Transportation
Business, Accounting, Human Resources & Legal
Product Sourcing & Manufacturing
Sales & Marketing

Translation & Languages

Writing & Content

Artificial Intelligence

Education & Tutoring

Health & Medicine
Telecommunications

Jobs for Anyone

PHP, HTML, JavaScript, Software Architecture

Graphic Design, Website Design, Photoshop

Mobile App Development, Android, iPhone

Data Entry, Excel, Data Processing

AutoCAD, CAD/CAM, Engineering

Dropshipping, Containerization, Import/Export

Business Analysis, Accounting, Finance

Product Design, Product Sourcing, Supplier Sourcing
Internet Marketing, Social Media Marketing, Sales

English (US) Translator, Spanish Translator, French Translator
Content Writing, Article Writing, Copywriting

Large Language Models (LLMs), Bot Development

English Tutoring, Language Tutoring, Chemistry Tutoring
Food Safety, Counseling Psychology, Public Health

Physical Site Survey, Active Site Survey, Pre-inspection visits

Virtual Assistant, Local Job, Travel Ready

Notes: This table summarizes the main job categories available on Freelancer.com. The second column provides

examples of the type of skills workers can list on their profile and employers can link to projects. See

for a full list of skills.
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https://www.freelancer.com/job/
https://www.freelancer.com/job/

Search Keyword

My recent searches

Filter by:

Budget

[ ] Fixed Price Projects

min to max

["] Hourly Projects

min to max
All Durations

[ ] Contests

min to max

Type

[ ] Local Jobs

[ ] Featured Jobs
[ Recruiter Jobs
[ ] Full Time Jobs

Skills

["] -NET 5.0/6

[]-NET
[] PHP

[] HTML
[]css

Or enter skills

Languages

[] English
[ ] Spanish
["] German
[] French

«

Online Job

Newest first % 5,000 jobs found, pricing in USD 14

E-Commerce Ul Design Across Platforms 6 days left

I'm in need of a Ul designer who is skilled in creating Corporate and professional-looking web and mo-
bile interfaces for an e-commerce platform. Key responsibilities include: - Developing a user interface
compatible with Web, i0S and Android platforms. - Incorporating a sophisticated, corporate and profes-
sional design style. - Ensuring that the design promotes user-friendly navigation for online shopping.
Ideal candidates should: - Have prior experience in creating Ul design across multiple platforms. - Hav..

Graphic Design iPhone Mobile App Development User Interface / IA Website Design

need to made a indicator in esignal charting software 6 days left a VERIFIED

I'm looking for a software developer proficient in eSignal and TradingView applications. You will work on
creating a specific indicator in eSignal charting software using the logic of a tradingview indicator Key
skills and experience: - eSignal charting software - TradingView platform - Understanding of trading and
stock market If you possess these skills, this could be the perfect project for you.

C Programming C++ Programming JavaScript Pine Script Python

Instagram Promotion for Brunch/Workshop Event 23 hours left 5; VERIFIED

I need a savvy Instagram marketer to promote a brunch/workshop I'm hosting. This event is open to
both public and private attendees. Your main goal will be to increase event attendance. Ideal skills in-
clude: - Experience with Instagram marketing - A knack for engaging event promotion - Understanding of
public and private event marketing.

Facebook Marketing Internet Marketing Marketing Social Media Marketing Twitter

URGENT

Bulk Certificate Generation with LaTeX and CSV Integration -- 2 6 days left

| am in need of a talented freelancer who can assist me in automating the bulk generation of certificates
using LaTeX templates and CSV data integration. The project entails developing a streamlined process
to efficiently produce certificates for events, workshops, and academic achievements. Key Require-
ments: 1. LaTeX Proficiency: The freelancer should possess advanced skills in LaTeX typesetting to en-
sure precise formatting and layout consistency across certificates. 2. CSV Data Integration: Ability to.

Data Entry Excel LaTeX

Amazon, eBay and online Dropshipping Expert 6 days left i VERIFIED

| am currently seeking an experienced dropshipping expert well-versed in product research and sourcing
for Amazon and eBay marketplaces. The primary focus of this role will be on electronics. Key Responsi-
bilities: - Research and source high-demand, profitable electronics for the dropshipping business - Ana-
lyze market trends and customer reviews to identify potential products - Stay updated with the latest
trends in the electronics market Ideal Skills and Experience: - Previous experience in dropshipping,...

Figure F3: Looking for Jobs - Platform Overview
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Freelancer Bidding Strategies: | want to interview you! compiete

Details  Proposals  Upgrades  Payments Files  Tasklists Share Reviews

$ Amount * Rating © Deliveryin m Video Bids = More Filters 7 Recommended

Awarded Freelancers

$11.00 USD
% % % % % 50 4 @ 24 (O 100% I I Nigeria in 7 days

Communication, Copywriting, Customer Relations

Replies within a few hours

Chat
®
Other Proposais
$10.00 USD
Yo # # A A 4.8 [ 533 @ 7.2 () 94% [@ Pakistan in 1 day

PhD Writer | Flash Delivery | Pay Less, Get More!
Replies within a few hours
o | R

®

$10.00 USD

Vo & & & Ky 209 @ 6.2 (0 90% Pakistan in 1 day
Fuil-Stack Saa$S 5x Faster—Without Cutting Corners

Replies within a few hours

o [N

®

Figure F4: Bid List

Notes: This figure displays an example of how employers view applications to their job posts on Freelancer.com. This
particular job post was posted by the authors of this paper, when seeking to interview workers about their application

strategies on the platform.
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@ Browse

"
[ Manage 23 Groups a B/ Create a Quote ;";7:;:::‘

W L. @wtestlancer 9 y Contact W L. about your job

developer

Project Name
Project for W L.

Send a private message

[ 3

-

e de 5.0 (4 reviews) = JUNINTHES]

100° Jobs Completed 100%  On Budget e

100% On Time 100%  Repeat Hire Rate

HIW L, I noticed your profile and
would like 1o offer you my project.
We can discuss any details over

chat.

| build websites | build websites] build websites! build websites! build websites! build
websites! build websites

i $25USD /hour Hire for
R Sydney, Austalia

Its currently 10:27 AM here
Jained April 29,2021

0 Recommendations

Portfolio Items
_ =
4

Verifications

Preferred Freelancer

Identity Verified v
) Payment verified v
R, Phone Verified v
. i Email Verified v
Reviews Filter reviews by: |~ View All
Facebook Connected
Showing 1 - 4 out of 4 reviews
1) $250.00 USD Top Skills
Project for W L. -- 2 PHE 4
very good very good very good very good
WordPress. 4
PHP + WordPress s HTML
HTML 4
W Bl wiestcliont @wtestelient + 4 monthe ago Website Design 3
Video Services
* kg Kk 50 $500.00 AUD

Build me a website for my store
Browse Similar Freelancers.

PHP Developers in Australia
W BB wiestclient @wiestclient + 1 year ago PHP Developers
WordPress Developers
* ok ok 5.0 $500.00 AUD
Web Developers

Build me a website - 2
Very good freelancer would work with again

very good job very good job very good job

PHP . Wiebsite Design . Graphic Design . WordPre

oHp Browse Similar Showcases.

site Design « Grap

Design - WordPress = HTML

W Bl wtestclient @wiestclient + 1 year ago

% & % &k 5.0 $250.00 AUD

Build me a website Report User

@wtestlancer
@) Browse  [2] Manage 2, Groups ® D $19,752.90 AUD

good job, would hire again

Projects, Contests and Quotes Rl o

Bids  CurrentWork  PastWork  ContestEntries  PendingPrizes  Prizes Released  Quotes

“ Show: | 10 ~ | View: Al v

Q search¥

Project Name Client Awarded Bid Deadline In Progress Milestones Actions:

) . $1,125.00 AUD
GRU - . Chat
#2 Build me a website (] @wdemoclient $1,125.00 AUD in7 days (2 Milestones) C

$500.00 USD

Build me a simple websnte (EEIEE] pwtestelient 500.00 USD in7days
! v (E=0E) @ § " (1 Milestone)

Figure F5: Worker Profile
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|
Confirm release of payment for W
L.

Build the fronted
$525.00 AUD

Please ensure that you are satisfied with the work W L.
has submitted, as Milestone Payments cannot be
retumed once released.

My freelancer has delivered satisfactory work.

Cancel Release Payment

Milestone Payments

Created Milestones

Date { Description Status $ Amount 2
27 Jun 2022 Build the fronted Release Requested  $525.00 AUD Cancel v
27 Jun 2022 Build the backend In Progress $600.00 AUD Request Release v

Figure F6: Milestone Payment System
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Describe your proposal (minimum 100 characters) ¥* Write my bid

What makes you the best candidate for this project?

Describe your proposal (minimum 100 characters)

As an Economics PhD student at Princeton University, | have honed my research skills to effectively gather and analyze
complex data. My strong background in mathematics and statistics has enabled me to develop a keen eye for detail—
essential when conducting extensive research like data mining. | am adept at using popular statistical packages like
Stata and R to extract meaningful insights from large datasets, and | will utilize these skills for your project.

In terms of resourcefulness, let me assure you that I'm well-versed in leveraging openly available data sources for
comprehensive research. Having completed numerous data-intensive projects, | have gathered actionable information
using public directories, company websites, social media profiles, and similar resources. This experience solidifies my
confidence in meeting your needs for accurate, up-to-date contacts and helps to ensure a more efficient turnaround time

Finally, | pride myself on delivering quality work within the specified deadline. You can rest assured that your data will be
handled professionally, with rigorous attention to detail. My aim is always to provide maximum value to my clients and
enable them to make informed decisions from the data at hand. Choosing me for this project means opting for
excellence in data mining and analysis—and | am confident | won't let you down!

Figure F7: AI-Written Proposal

Notes: This figure presents both how the Al-writing tool is displayed on the platform and an example of an Al-written
proposal. At the top of the figure we see an empty proposal text box with the “Write my bid” button at the top right
corner above the text box. Workers wishing to use the Al-writing tool and with the requisite subscription can click
this button to have their proposal generated automatically by an LLM within seconds. The bottom of the figure shows
an example of a proposal generated by the Al-writing tool. The only information the Al-writing tool is given is the
job title, job description, and information on the worker’s profile. The job post for which this proposal was generated
involved scraping data from public directories. The profile used to generate this proposal belongs to one of the authors

of this paper.
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