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search
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2. High quit rate


3. High vacs./unemp.


4. Low worker welfare

Many do nothing, real 
wage falls

Many do on the job 
search

Firms create vacs. for 
on-the-job searchers

All: either real wage fall 
or search/renegotiation
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2.  Fits unusual separations vs. job finding 
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1. Benefits of search: new hire wage flexibility?


2. Costs of search vs. renegotiation: what pins these down?



Key: Flexible Wage for New Hires 
• Wage flexibility for new hires is crucial in model


• Wages for new hires rises one for one with inflation


• Incumbent wages do not  valuable to search→



Key: Flexible Wage for New Hires 
• Wage flexibility for new hires is crucial in model


• Wages for new hires rises one for one with inflation


• Incumbent wages do not  valuable to search→

• Time series support from average wage for new hires 


• Avg. wage for new hires seems to be flexible



Key: Flexible Wage for New Hires 
• Wage flexibility for new hires is crucial in model


• Wages for new hires rises one for one with inflation


• Incumbent wages do not  valuable to search→

• Time series support from average wage for new hires 


• Avg. wage for new hires seems to be flexible

• Relative consensus: average is hard to interpret


• Apparent wage flexibility is changing composition


• Similar nominal rigidity for incumbents vs. new hires adjusting for composition



Average Wage for New Hires and Job Composition

AER (2021) AER (accepted)

Caveat: Kudlyak (2014)

REStud (2020)
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Key: Cost of Renegotiation vs. Search
• Identifying cost of search


• Heuristically target: job to job flows and elasticity of search effort to wages

• Identifying cost of renegotiation


• Heuristically: choose  to target wage change distribution


• “Calvo-plus-or-minus”:  is renegotiation cost, other params. are Calvo

{βΠ*, β+, β−, λ+, η+}

η+

• Useful to know—is calibration of relative costs correct? E.g.: 


• Plot mapping between moments and params. to support heuristic argument


• Make the case that 5 param. model of wage change distribution works well



Conclusion
• Great paper: 


• Ambitious question about 5 facts of post-Pandemic economy


• Rich quantitative model matched to detailed micro data


• Believable mechanism: inflation causes on the job search 

• Matches unusual behaviour of separations vs. job finding

• Some useful information to add about core mechanism


• How to think about wage flexibility for new hires? 


• What identifies relative cost of negotiation vs. search? 


