Togics for Toalag

h) CQMPQ‘HHVQ Seareh E,m‘h'lw'm ("bu'fwf&( $ccrc1")'
- Moen (1997)



Co M[Q‘H"NG SCQ VCL Ezw'h‘y,’um

® LGS‘} 1me WE Saw 'H\G‘f ¢ m'/o'ér/'a, l'n f-/;g M P
mode| are genenlly inefficient , due fo S€arch

ex-l-erne.\.'#cs :

Jhen o3 P (Hosios Conehihion) is the M-F

N\
rlum efheient,

C?\M‘\\.t
. The basic reason For this is thet wages Plae
in the M‘P. medg/,‘dﬂ v

no allocahve rele
are Jekrminu( Q_-F_{'Q_" a Mod'J' 's Foem

o Moen (1997) lets wages play an allocahve role,
b a"owing £irms aclver st Wzéf. He shows

yhet Hhis ¢

alweys efheient

O-F Q‘hedom'c. w',o"ﬁum"‘ 1y markff price
reflects Phe vq’ue ot mderl, :'n; a¥fribuies
reh CN"H),



A swmt-h'on <

\~) Cowhinuous +ime, A continuum of workers ¢ ﬁ"‘ml
Measure of wovkers novmalized Po [, Measure of

Biems Joobs i3 endogen ous,

2.) Workers + Firms ave risK newtral.

3-) T\\e \0501‘ MON‘G"" Con$|'s+5 of G 3;{- g.ﬁ »
"wbmul«.ﬂ". werkers ¢ $irmg @ve free o enter
ket offers the Iu)led- e&pcd-a(

\") Work"; Gve \‘JQ»HCG/. \Tob:/Tc;tho,, Jo‘ffe’u

aceuyy Swbmov Kets

§.) The mwl'cl:as funchon 15 the same across
Sukmwk k

annovnie m;es ¢ workers Know

6.) FFiems LMJ\'“,
Hhe Weye d\'S‘Hfbm‘!.»] _ (whovkers cannof Cnter wort
+han one submarker af & dme).

7)) To optn & Vacane o “F\‘
'S YAen determined 5; 4

cost k. Produch’ o';& » s A
00, ST, '

drow From @ disere

%) Covamon e‘loatm)hs 3“5 JQS“'“"""M M‘f( S,

sy WUSE 1ACUY @ sunk



Basre Tdeq

Wages differ acvoss submevkers olespite the ﬁa.cf-
et workers ave idsahieal. Moricet h;**»ess s

own ¢ vmlgtm’ d'#"‘ﬂ“ or "Com en{m‘m
d.#eé' hal Tight mavleets have 7owe»: wages,
'S mug M‘d, Phat gearch ! Successhn/

'+
- In eyw’ ’obhmn/ tAe MRS between
{ )iged @eress markess

(‘v ¥he W"k")
are
?’S v Score hme GF g& ‘”7‘" A

PTOJ“C"’.W*? ﬁifﬁ*s*co %0 Aave um‘ /!d
)’ wq’g_( fu intluce

I"’ iy wore €O 3 hiy
e hiohs. B of like “efinionsy veger’

Moen's Toper Proceeds /= & steps
r workers ¢ Firms,

1) Compute value Funchons fo

‘\\Rn W‘aﬁs .

2.) Define & "no v lus * compeh e equil, , and vse
. b ':: covmpute 1&& w:qtp st Y

lawner's problew Cwo Weyes | wmarkeh),

\e} planner’s FOC teh
" Sk‘;,m.‘; ‘Conrdch:n;‘% cffﬂi&:c’ ‘

$) Aﬂ‘ue that mes do not have an Incenhve
QU &"'Q %W\ Hhe Comp. e,u, A m;e J'S*'

3) Selve & P



M il P“““ h‘h

KLY o o ruding ke * PO Y

CERAR $ig\ bness

7.(_(--%-}--'\') - vuuw’ NL‘-.‘ ﬂ . ’(0) 1' \

g

Weovkers Bellmey Ezs.
.2 valae Ho’-\’

(l)"u; T P(Q;){E;‘ul] W Uncmployed

‘A Wb, ¢,
C’-)fEi T W, T S(Et"u")

Free +o Choost +“0~m’em’h =) U: = U
Salve L) +L2) e W,

(res) 2 + wi P6:)
tes +p(0) W, oM

rWU =




wi =) leler o
914-57 worse O;;




Eam'\\'\n‘um 'n Mackeb ¢
Wages in wik, ¢ swl-n&o'
V;‘ t Swp V('g.‘,u, 8(w, u))

So +het cgm‘l. ‘o wmkt, ¢ con be visualized/ as,

Mavket E:u il brivm

. To find the squilibrium , we mws$ Fivst olettrming
'H\e t%pn.M velue 'cmm orc.m‘aa -} vacmua_

V(u) = gr‘p: ijv (\3:,% ocw;u))

R ihrastold $ed,

lovieid Vacsnty




T beiuma Condlion s

Eju
W V(u) =R
) w3 ar‘:;w V(v.‘,wle(w;u)) =P W,

U Lras) 2 + PLODYS LR ,
¥ / - p
e ves + PLOY) i ¢

L) 13 .Noh'“ k. 1
in ¢ . sutiht..)

- " L. B
W) u; ) = F, S"",‘)s af =Hw i,
U =) U

Papuiken : T§ g Rmalened e
res
Ehen G0 e,w‘/o‘ln‘um W“H.



‘\We tom visualize the merleet ag £ollows
(4

« There are jush 2 Pivms here, @ hiyh Pnéwh‘w'»%
, and @ low Pfodu')'ivt'“‘a "’j)’ﬂ (W),

Lioms W adverhise Their wise  we

Dv Q“owo'ma
&3«“ '\ se.tanJ-.’na e:u.‘h‘hiu»\, Hu‘l,
WV ‘oms  have & Wish © rv)um.'l? cosh
i‘ awn ulﬂ‘lad v&c‘npa ) $o +)\:; °$£" H\‘}Lw
ce werk Hmes, Ln ezm‘hbn'um,

Pn%‘-l-s 'w al] Subwer efs ave Thi
workers ave ' .'ka-l- as o)



