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PAPER ABSTRACTS:

“Job-to-Job Mobility and Wage Inequality: A Quantitative Assessmerit
(Job Market Paper)

Within the last three decades the U.S. labor mahleest exhibited a persistent rise in overall as sl
residual wage inequality. Over the same time petingdrate of job-to-job transitions of U.S. workérass
increased too. In the present paper | addressuestign of how much of the observed increase iituas
wage inequality can be associated with increaskdggob mobility. For this purpose | develop aresa
model with on-the-job search, anticipated job deston, and costs to workers when leaving a jols Th
framework not only features various determinantgotfto-job mobility, but also allows for job-tojo
transitions involving wage loss when workers sedocmew job opportunities during a notice peribdst, |
calibrate the model so as to match characterisfitise U.S. labor market in the mid-1980s. In aoselcstep
| recalibrate selected parameters so as to matuhgels in worker turnover, in particular, the insesa job-
to-job transitions between the mid-1980s and tha-20000s. | find that within this framework changes
job-to-job mobility have a significant quantitatiimpact on wage inequality. In particular, up tedralf of
the observed increase in residual wage inequaditwéen the first and the second time period is atea
for by the composite effect of changes in determimaf job-to-job mobility.
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“The Effect of Moral Hazard on Wage Inequality withOn-the-Job Search and Employer
Competition” (joint with Arpad Abraham and Fernando Alvarezs@j

We study the impact of moral hazard on wage inéiyuahen employed workers search for alternative jo
opportunities, and firms compete for these workbrsugh outside offers and counteroffers as in étost
Vinay and Robin (2002). In our model, firms entend-term contracts with risk-averse workers in the
presence of moral hazard. The latter arises fromkevooutput depending on unobservable effort, and
introduces the standard trade-off between incendimd insurance provision within the wage contract.
Moreover, employed workers may reveal outside jdfers, thereby triggering Bertrand competition
between incumbent and potential new employer. i;ftamework, the presence of moral hazard impawts
wage inequality through two main channels. On the fvand, the need to provide incentives makes wsrke
wages depend on the history of productivity sho@dading to higher wage inequality. On the othendha
the presence of moral hazard affects the wagedeasdociated with outside job offers, reducingwhage
gains that workers can obtain by triggering firnmpetition. This second indirect channel leads $s l#age
inequality by decreasing the wage differential ety workers who obtained outside offers and thdse w
did not, as well as among workers receiving difié@utside offers. Since the two channels affeetwiage
distribution in opposite directions, we assessoiverall effect of moral hazard on wage inequaliyotigh a
guantitative analysis of the model. Results frooakbration of the model to characteristics of th&. labor
market suggest that the indirect effect domindtes, is, the presence of moral hazard actuallycesiwage
inequality. Moreover, our framework proposes argirmteraction between moral hazard and the dyramic
of wage change through on-the-job search. Thisslaal to evaluate to what extent estimates of the
contribution of search frictions to wage inequahte systematically biased when moral hazard idak@n
into account. For this purpose, we plan to estinthée model without moral hazard of Postel-Vinay and
Robin (2002), using simulated data from our framdwehere moral hazard is present.
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