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	Abstract (Document Summary)

	The papers contained in this dissertation examine three aspects of labor market behavior in a dynamic setting. Chapter 1 develops a theoretical model of welfare participation over time. Chapter 2 presents a model of wage growth and estimates of the returns to experience and tenure in Britain. Chapter 3 examines the effects of recall bias and panel attrition on labor market behavior reported in panel surveys.

The first chapter develops a dynamic model of welfare and work behavior which relaxes the usual assumption that the optimization period and program assessment period are identical. The conclusions drawn from the model include the standard results on welfare participation as well as new insights about how optimal behavior depends upon past choices. It also offers an explanation for three empirical puzzles that have arisen in the literature on AFDC participation: the significant number of part-year recipients, the high rates of recidivism and the apparent ability of some recipients to consume more than their income. The essential insight, however, is that assumptions about the length of the optimization period relative to other periods in a theoretical model or to the data period in empirical work can have significant repercussions for expected behavior.

Any evaluation of the recent rise in wage inequality observed in Britain and the U.S. requires an understanding of the wage dynamics experienced by an individual over the working life. The second chapter provides the first estimates of the returns to experience and tenure for different groups of workers in Britain using the British Household Panel Survey. These estimates are used to examine the prevalence and persistence of low pay in the British labour market.

Given the increasing use of panel data in testing hypotheses about labour market behaviour, it is essential that economists have a sound grasp of the problems involved in the collection of this type of data. The third chapter investigates the biases generated by recall errors and panel attrition using the British Household Panel Survey. It then discusses the impact of these biases on conclusions drawn about labour market behaviour from studies using panel data.
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