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		Abstract

		This paper develops an multi-state optimizing model of individual labor supply that concentrates on all-or-nothing employment decisions. This model views individual behavior in the labor market as a process of moving between labor force activities (employed, unemployed, and not-in-the-labor-force). Agents are in a stochastic environment and make decisions whether they want to work or not. When an agent decides they want to work, however, they must search for a job.  Jobs at the going wage cannot be found immediately, and an agent must spend time and (possibly) money looking for a firm with an available job.  The probability of finding an available job in the next instant, if less than unity, acts as a constraint on labor supply; a worker would work at the current wage but is unable to do so because jobs are not instantaneously available.  This is a formal model of frictional unemployment, although one could also label such unemployment involuntary.  This model is closely related to the analysis of the duration of unemployment. (See, e.g. Kaitz, 1970; Salant, 1977; Nickell, 1979; Heckman and Singer, 1984a, 1984b.)  Other models that deal with employment versus non-employment decisions are Lippman and McCall (1976); Toikka (1976); Burdett and Mortensen (1978a, 1978b). 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Three-state model, Labor supply, Unemployment, Aggregation

	
	

	
    

    
	

	
	
		JEL Classification: C61, J21, J22

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Coleman,  Thomas, A Dynamic Model of Labor Supply Under Uncertainty (July 1, 1985).  Available at SSRN: https://ssrn.com/abstract=1114875 or http://dx.doi.org/10.2139/ssrn.1114875 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Thomas Coleman (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Chicago - Harris School of Public Policy  ( email )

			

			
			
				
				
				
					1155 East 60th Street
Chicago, IL  60637
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      111

			

		
		
		
			Abstract Views

			    1,315

		

		
		 
		
			Rank

			  447,070

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       22 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        New Methods for Analyzing Structural Models of Labor Force Dynamics

                        
                            By
                                
                                
                                    
                                    James J. Heckman
                                     and 
                                
                                    
                                    Christopher J. Flinn
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Models for the Analysis of Labor Force Dynamics

                        
                            By
                                
                                
                                    
                                    Christopher J. Flinn
                                     and 
                                
                                    
                                    James J. Heckman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Are Unemployment and Out of the Labor Force Behaviorally Distinct Labor Force States?

                        
                            By
                                
                                
                                    
                                    Christopher J. Flinn
                                     and 
                                
                                    
                                    James J. Heckman
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Dynamics of Youth Unemployment

                            
                                By
                                    
                                    
                                        
                                        Kim B. Clark
                                         and 
                                    
                                        
                                        Lawrence H. Summers
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Asymptotic Efficiency in Parametric Structural Models with Parameter-Dependent Support

                            
                                By
                                    
                                    
                                        
                                        Keisuke Hirano
                                         and 
                                    
                                        
                                        Jack Porter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Is Manufactured Owned Housing a Good Alternative for Low-Income Households? Evidence from the American Housing Survey

                            
                                By
                                    
                                    
                                        
                                        Thomas P. Boehm
                                         and 
                                    
                                        
                                        Alan M. Schlottmann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Testing Optimality in Job Search Models

                            
                                By
                                    
                                    
                                        
                                        John W. Schindler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Economic Factors Determine the End of a Conjugal Relationship? An Econometric Investigation

                            
                                By
                                    
                                    
                                        
                                        Paulo R. A. Loureiro, 
                                        
                                    
                                        
                                        Mario Jorge Cardoso Mendonca, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
