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Abstract

We study a labor market where employers post wages and workers simultaneously choose the

number of applications they send out. Firms offer the job to a worker at random; workers with

multiple offers pick the best one. If the application costs are sufficiently low, workers contact

multiple firms and there is wage dispersion in equilibrium. The number of applications workers

send out is excessive from a welfare perspective due to a rent seeking externality. A mandatory

minimum wage increases the mean and reduces the variance of the wage distribution. The net

effect on welfare is ambiguous.
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j.l.moragagonzalez@vu.nl. Moraga-González is also affiliated with the University of Groningen, CESifo, CEPR,
and the Public-Private Sector Research Center at IESE (Barcelona).

1



https://isiarticles.com/article/102258

