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Wage Indeterminacy in Occupational Choice

BH BT

Kei Tomita™

Abstract

This paper studies a model of occupational choice in which borrowing limits are endogenously
determined due to moral hazard problem. We show the conditions under which the widening wealth
gap between entrepreneurs and workers makes subsequent wages indeterminate caused by the
multiple equilibrium. The model suggests that wealth polarization may make wages indeterminate.
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