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ABSTRACT 
 

Search Intensity, Cost of Living and  
Local Labor Markets in Britain∗ 

 
A model is considered in which optimal search intensity is a result of a tradeoff between 
short-run losses due to higher search costs (more interviews, commuting…) and long-run 
gains due to a higher chance of finding a job. We show that this optimal search intensity is 
higher in areas characterized by larger cost of living and/or higher labor market tightness. We 
then test this model using county-level data in England for the period 1991-2000. As 
predicted by the theoretical model, both the (county) cost of living and the (county) labor 
market tightness are found to have a positive and significant effect on the (county) search 
intensity. We also find positive spatial correlation between counties (i.e. clustering of counties 
with similar level of search intensity) and strong spatial spillover effects. 
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& Revhuyh wkdw/ ehfdxvh wkh sur{| xvhg iru +orfdo, olylqj frvwv lv +orfdo, krxvh sulfhv dqg
qrw dq lqgh{ ri doo wkh frqvxpswlrq jrrgv/ wkh h�hfw ri wkh frvw ri olylqj rq vhdufk lqwhqvlw|
vkrxog eh vpdoohu1 Krzhyhu/ vlqfh krxvlqj frqvwlwxwhv dq lpsruwdqw sduw ri wkh krxvhkrog
h{shqvhv/ wkh gl�huhqfh vkrxog qrw eh yhu| elj1' Wr eh vxuh wkdw rxu hvwlpdwhv duh qrw d�hfwhg e| uhyhuvh fdxvdolw| ehwzhhq orfdo vhdufk
udwh dqg orfdo krxvhv sulfhv/ prgho 4 kdv dovr ehhq hvwlpdwhg lqvwuxphqwlqj wkh frvw ri olylqj
e| wdnlqj wkh klvwrulfdo sulfhv1 Wkh Kdolid{ sulfh lqgh{ dw wkh ehjlqqlqj ri 4<;;/ wkh �uvw
shulrg ri wkh dydlodeoh vhulhv/ kdv ehhq xvhg dv lqvwuxphqwv1 Wkh uhdvrqlqj xqghuo|lqj lv wkdw
wrgd|*v krxvh sulfhv duh fruuhodwhg zlwk wkh klvwrulfdo sulfhv exw suredeo| qr ghwhuplqdqwv ri
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� � ì Mi*�i�i |�@| |�i �?@U|���|)
h@|i �t @? �?�ihti 4i@t�hi Lu |�i ti@hU� �?|i?t�|) h@|i t�?Ui ��i? �| �@t @ ��}�
�@*�i �? @ UL�?|) �| �4T*�it |�@| �?_���_�@*t @hi ?L| @U|��i*) ti@hU��?} uLh @
prqwko| qrwl�hg ydfdqflhv dqg xqhpsor|hg rq0�rzv1 Wkh hvwlpdwlrq uhvxowv rewdlqhg duh
vlplodu wr wkh rqhv ri wkh �uvw wzr froxpqv ri Wdeoh 5 dqg duh wkxv qrw uhsruwhg khuh1, Doo wkh OIV gdwd duh dovr dydlodeoh rq olqh lq wkh HVUF gdwd dufklyh1 Revhuyh wkdw
dqrwkhu dgydqwdjh ri xvlqj wkh OIV frpsduhg wr wkh EKSV lv wkdw wkh vxe0vdpsoh uhohydqw
iru rxu dqdo|vlv kdv d odujhu qxpehu ri revhuydwlrqv1

�D



�LM� �t @ hit�*|c �i i TiU| |L LM|@�? hi�ihti t�}?t uLh � @?_ w t�?Ui UL�?|�it
��|� *@h}i ULt| Lu *���?} @?_%Lh ��}� *@MLh 4@h!i| |�}�|?itt t�L�*_ �@�i *L�ih
�?@U|���|) h@|i� ��h hit�*|t E|�@| @hi ?L| hiTLh|i_ �ihi M�| @hi @�@�*@M*i �TL?
hi^�it|� t�L� �?_ii_ |�i it|�4@|i_ ULi�U�i?|t Lu |�i E*LU@*� ULt| Lu *���?} @?_
|�i E*LU@*� *@MLh 4@h!i| |�}�|?itt @hi ?L� ?i}@|��i @?_ t�}?��U@?| uLh ML|�
�@h�@M*it� �-�

D �L?U*�t�L?
W? |��t T@Tihc �i �@�i _i�i*LTi_ @ 4L_i* |�@| t�L�t ��) @hi@t ��|� *@h}i ULt|
Lu *���?} @?_%Lh ��}� *@MLh 4@h!i| |�}�|?itt @hi U�@h@U|ih�3i_ M) ��}� *i�i*t Lu
ti@hU� �?|i?t�|)� A�i �?|��|�L? �t ^��|i t�4T*i� A�i ti@hU� _iU�t�L? �t @ |h@_i
Lg Mi|�ii? |L_@) 4@h}�?@* ULt| E4Lhi ti@hU� igLh| �4T*�it 4Lhi UL44�|�?}c
4Lhi �?|ih��i�tc 4Lhi T�L?i U@**t���� @?_ |L4LhhL� 4@h}�?@* Mi?i�| E4Lhi
ti@hU� igLh| )�i*_t ��}�ih U�@?Ui |L �?_ @ �LM�� 5Lc ��i? |�i ULt| Lu *���?}
Lu @? @hi@ �?Uhi@titc �| h@�tit |�i 4@h}�?@* ULt| Lu ti@hU��?} M�| _Lit ?L|
@giU| |�i 4@h}�?@* Mi?i�|� �t @ hit�*|c �Lh!iht �?Uhi@ti |�i�h ti@hU� igLh| |L
UL4Ti?t@|i uLh |��t �?t|@?|@?iL�t *Ltt Lu �|�*�|) EY � L � Ee � � c � � �*Ye � � Y� � : f��
5�4�*@h*)c ��i? |�i |�}�|?itt Lu |�i *@MLh 4@h!i| Lu @? @hi@ �?Uhi@titc �| h@�tit
|�i 4@h}�?@* Mi?i�| Lu ti@hU��?} M�| _Lit ?L| @giU| |�i 4@h}�?@* ULt|� A��tc
�Lh!iht �?Uhi@ti |�i�h ti@hU� igLh| MiU@�ti |�i�h U�@?Ui |L LM|@�? @ �LM �t
��}�ih EY� E�c w � � *Yw � : f��
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*@?_ uLh |�i Tih�L_ �bb��2fff� ì it|�4@|i @ tT@|�L�|i4TLh@* 4L_i* tTiU��i_
@t @ |)T�U@* _)?@4�U T@?i* _@|@ 4L_i* ��ihi @ tT@|�@**) *@}}i_ _iTi?_i?|
�@h�@M*i �@t Mii? �?U*�_i_� �t Thi_�U|i_ M) |�i |�iLhi|�U@* 4L_i*c ML|� |�i
UL�?|) ULt| Lu *���?} @?_ |�i UL�?|) *@MLh 4@h!i| |�}�|?itt @hi uL�?_ |L �@�i
@ TLt�|��i @?_ t�}?��U@?| igiU| L? |�i UL�?|) ti@hU� �?|i?t�|)� ì @*tL �?_
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