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"Career Uncertainty and Dynamic Incentives"

Career concerns are known to provide incentives even when performance-based
compensation is not feasible. However, empirical importance of career concerns may seem
dubious because in practice individuals can escape bad reputation by changing their
careers. I analyze the setup where careers can be changed and show that career uncertainty
does not necessarily weaken reputational incentives. The chance of changing the career
makes collection of reputational rewards less likely, and dampens incentives. However, 1
show that the wage becomes more sensitive to the reputation: the market anticipates the
workers with good career matches to exert more effort. This effect countervails the direct
incentive-weakening effect of career uncertainty. In fact it may be so strong that the
expected marginal return on the reputation increases and the worker with less certain career
prospects exerts more effort as a result. I also show that the timing of information release
affects incentives: delaying the release of performance data weakens the incentives and can
help avoiding excessive effort supply early in the career.
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