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NON TECHNICAL SUMMARY

The conventional wisdom of welfare economics is that free flow of goods

and factors of production (including labor) tend to enhan ce the efficiency

of the allocation of resources within and across countries. Migration, which

typically shifts labor from economies with low productivity to economies

with high productivity, should accordingly raise global output. It is also

well known that a country stands to gain from in-migration which raises

the consumption of the native-born (domestic output minus the wage pay-

ments to the migrants). Even though certain sectors in the labor-receiving

country (e.g., native-born labor which is a substitute for foreign labor) may

lose, there are conceivably some non-distortionary (lump-sum) redistribution

mechanisms which can compensate these sectors.

Nevertheless, in practice, one can find widespread resistance to guest

workers or migrants in the labor-receiving country. This paper highlights, by

means of a stylized model, these two economic considerations, which may

explain the reason behind such resistance.

First, if wages are rigid (due to unionism, search costs, efficiency wage

contracts, etc.), labor migration may well reduce the share of the native-born

population (skilled labor, unskilled labor, and capital) in the migration-

induced domestic income. Furthermore, we find that while with flexible

wages the gain from migration is minuscule, with wage rigidity, migration

may cause substantial losses to the native-born population. Also, with



wage rigidity migration induces investment misallocation between human

and physical capital which exacerbates the losses.

Second, low-income migrants typically increase the economic costs that

are associated with (the non-lumpsurn) income redistribution policies (thereby

imposing an additional burden on a modern welfare state that attracts im-

migration). In the face of immigration, a typical welfare state may find that

it is impossible to redistribute income to the native-born population in a way

which will make all domestic sectors better off.

Consequently, one may conjecture that thf the Western European coun-

tries) than in economies with more labor market flexibility and less com-

prehensive social welfare programs (such as the United States). To be able

to benefit from the standard gains-from-trade benefits, the government may

want to improve the functioning of the labor markets (with possible compen-

sation to wage earners which compete with the unskilled migrants) and to

activate less comprehensive welfare programs.

The paper develops a stylized model in order to articulate these consici-

• erations. The model is then calibrated to assess the magnitude of the gains

and the losses from migration.
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1 Introduction

The conventional wisdom of welfare economics is that a free flow of goods and factors of

production (including labor) enhances the efficiency of the allocation of resources. Migration

which typically shifts workers from economies with low productivity of labor to economies

with high productivity of labor can accordingly raise global output. It is also well known that

generally a country stands to gain from in-migration, which tends to increase its consumption

(output, minus wage payments to migrants). Even though certain sectors in the receiving

country (e.g. native-born workers that are a substitute for migrants) may lose, there are

conceivably some non-distortionary lump-sum redistribution mechanisms that enlarge the

share of every sector in the national pie.

Nevertheless, in practice, one may often find a widespread resistance to guest workers

or migrants in the receiving (destination) country. In this paper we highlight two economic

considerations that may explain the reasons behind such resistance.

First, when wages are rigid (due to unionism, search costs, efficiency wage elements,

etc.), migration may well lower the total share of the native population (skilled labor, un-

skilled labor, capital, etc.) in the domestic output. Furthermore, while with flexible waged

the gain from migration is miniscule, with wage rigidity, migration may inflict a substantial

loss to the native population. Also, with wage rigidity migration induces a misallocation of

investment between human and physical capital.

Second, low-income, migrants increase the economic costs of non lump-sum income

redistribution policies (which are inevitably more common in practice), thereby imposing

a burden on the modern welfare state. For instance, a typical welfare state may find it

impossible to redistribute income in a way that makes all sectors better off. Indeed, the

opposite may be true; all may lose from migration. Thus, one may conjecture that resistance



to migration should be stronger and more widespread in economies with less wage flexibility

and more comprehensive welfare programs (such as many of the countries in Western urope)

than in economies with more wage flexibility and less comprehensive welfare programs (such

as the United States).

The paper is organized as follows. Section 2 analyzes the effects of wage rigidity and

investment in physical and human capital on the potential gains from migration. Section

3 describes the implications of the modern welfare state for the welfare gains (losses) from

migration. We conclude the paper in Section 4.

2 Wage Flexibility and Migration

Following Saint-Paul (1994), we assume a stylized economy in which there are only two

types of labor productivity: "low" and "high". While a high productivity worker provides

one efficiency unit of labor, the low productivity worker provides only p < 1 efficiency =its of

labor. A person can acquire education which makes her a high-productivity worker (denoted

"skilled" worker). If she does not acquire education she remains a low-productivity worker

(denoted "unskilled" worker). There is a continuum of individuals varying in their cost of

acquiring education (due to innate ability). We assume that the distribution of these costs

in the population is uniform over the interval [0, E].

Each individual can either invest in human capital (through education) or in physical

capital (which yields a return r). There exists a cut-off cost level, e, such that all those

with education-cost below c* invest in human capital and become skilled workers while all

the rest remain unskilled. Denoting the wage per efficiency unit by w, the cut-off coot level

is determined by an equality between the marginal return and marginal opportunity cost

(via investment in physical capital) to education:



(1 4- r)e' = [(1 u1) (1 —u2)] w, (1)

• where ui is the unemployment rate among workers of type i (where i = 1 denotes "skilled"

and i = 2 denotes "unskilled") Notice that in calculating the return to education, one must

take into account the differential wage and the probability of attaining employment for skill

level i (namely, 1 — u1).

Thus, the proportion (x) of skilled workers in the total population is given by:

Therefore, a total of

x = ca/e. (2)

j
C 

(clE)dc= (c)212a H (3)

is invested in human capital.

Denoting by I the initial endowment, the endogenously determined stock of physical

capital (K) is given by:

K = I — H. (4)

Finally, we specify a Cobb-Douglas production function for the GDP of this economy

with constant returns to scale:

where

= (5)

x(1 — ui) p(1 x)(1 — u2) Pm (6)



is the input of labor in efficiency units.1 (Notice that the two types of labor are assumed, for

simplicity, to be perfect substitutes in production.) The proportion of =skilled migrants in

the native labor force is denoted by m. Assuming that capital does not depreciate, Y K

is available for consumption at the end of the production process.2 The wage rate (w) and

the return to capital, r, are given by the standard marginal productivity conditions:

and

w = ci)A(K I Li) (7)

r = aA(L1101 (8)

We now explore two market regimes. In the first, the wages are flexible and completely clear

the labor market. In the second regime wages are rigid, which gives rise to unemployment.

We now turn to these two cases.

2.1 Flexible Wage

To set a benchmark case we start with perfect wage flexibility (the market-clearing case), and

no unemployment, that is, u1 = u2 = 0. Given the proportion of migrants (m), equations

(1)-(8) determine the equilibrium levels of wp, rF, c, XF, HF, KF,YF, and LF as functions

of m. (The subscript F stands for the "Flexible" wage model.)

The aggregate consumption of native-born workers (who also own all the stock of

physical capital) is taken as a welfare indicator (W). This measure is equal to GNP (that

1Note that the native-born labor force is normalized to one.

21b sharpen the analysis human capital is assumed to depreciate fully.



is, GDP, minus wage payments to foreign labor), plus the underpreciated stock of physical

capital. Thus, the change of welfare due to migration is given by:

AWF = AYF AKF — IDF(m)Pin (9)

where AZ = ZF(m) ZF(0) and ZF =WF,YF,KF.

Graphically, AW can be illustrated with the help of the marginal product of labor

schedule in Figure 1. Accordingly, let the schedule denoted by MP', describe the marginal

product of labor at the pre-migration stock of capital (that is, KF(0)). Suppose for a moment

that migration does not change the stocks of physical capital (KF) and human capital (xF).

In this case we obtain the standard measure of the gains from migration, which is represented

by the area of the triangle ABC.

Obviously at this stage there is also a change in the functional distribution of income

between capital and labor. The wage rate (w) declines and therefore wage payments to

native-born workers fall by the area of the rectangle EMAC. The return to capital (r) rises

and thus the total return to capital increases by the area of the trapezoid EMAB. The area

of the triangle ABC represents the net gain to the native-born population. This functional -

redistribution of income also changes the size distribution of income. To see this, notice that

the unskilled workers own more physical capital than the skilled workers because all have

the same initial endowment and the unskilled workers retain all of their initial endowment

in the form of physical capital, while the skilled workers invest part of it in human capital.

Also, within the group of skilled workers, the more able workers (those with a lower cost of

eduction, c) own more physical capital than the less able workers. Accordingly, the curve

ABEF in figure 2 depicts the ownership of physical capital as a function of the individual

cost of acquiring education (c). Thus, while the decline in the wage rate (w) affects the labor
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income of all native-born workers in the same proportion, the rise in the return to physical

capital (r) has a differential effect on the native-born workers according to their ownership

of physical capital, as described in figure 2.

Now let the stocks of physical and human capital adjust to the change in factor prices,

Since the wage per efficiency unit falls, the return to human capital falls as well and therefore

investment is shifted from human capital to physical capital. As a result, the MPL curve in

figure 1 rises and the supply of effective labor falls. The additional adjustment must raise the

total gain from migration (over the standard measure of gain), accruing to both native-born

individuals and migrants because the underlying competitive allocation is Pareto-efficient

(for every exogenously given level of migration).

However, the gain to the native-born workers which is the focus of our attention

here (as measured by equation (9)) may actually fall by this adjustment in the stocks of

physical and human capital, because of the familiar terms-of-trade effect. The initial (pre. 

adjustment)decline in w lowers the return to human capital and increases the return to

physical capital. As a result, the induced adjustment in the allocation of investment raises

the stock of physical capital and lowers the stock of human capital. Consequently, the ratio

of physical capital to labor (in efficiency units) rises and w rises as well. Thus, the capital

stock adjustments lead to a deterioration in the terms of the trade of the receiving country;

that is, the wage paid on imports of labor services (of the migrants) increases. This wage

increase may actually more than offset the efficiency gain resulting from the adjustments in

the capital stock. Nevertheless, altogether the destination country must gain from migration

because the classical gains- from-trade argument is still valid.

Table 1 illustrates the magnitude of the gains from migration. It turns out that the

standard gain which accrues to the native-born workers for fixed K,H and x (the familiar

triangle ABC in Figure 1) is quite small: A migration of the size of 10% of the native-



born population generates a gain to the native-born population amounting to 0.045% of

their consumption. The induced shift of investment from human to physical capital actually

reduces this gain in our setup, but not by much, to 0.044%.
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Table 1: Gains from Migration:

Flexible Wages

Percentage of

Migrants in the

Native-Born Population

Standard

Gain

Gain from the

Reallocation of

Investment

between

Human and

Physical Capital

Total

Gain

2 0.0019 -0.0001 0.0018

4 0.0075 -0.0001 0.0074

6 0.0166 -0.0003 0.0163

8 0.0290 -0.0004 0.0286

10 0.0446 _ -0.0006 _ 0.0440

Note:

The gain is measured as a percentage of the aggregate consumption of the native-

born population which is equal to GNP + K.

b The parameter values are: a = 0.33, p = 0.75, = 2, I =1, A = 1.
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2.2 Rigid Wages

Consider now some imperfections in the labor market which prevent wages from fully ad-

justing downward so as to fully clear the market in the wake of migration. Consequently,

migration must create unemployment among the native-born workers. There are quite a few

attempts in the literature to model imperfections in the labor market and the reason for

persistent unemployment (e.g. Layard and Nickel (1990), Pissarides (1990)). To sharpen

the analysis we make the extreme assumption that wages are frozen at their pre-migration

market-clearing levels.

Strictly speaking, it does not matter in in this model whether migrants are skilled or

unskilled since the various labor types are assumed to be perfect substitutes. All that matters

is how much labor in efficiency units has been brought in with migration. Nevertheless, as a

matter of interpretation, we assume that the migrants are all unskilled and that they replace

only unskilled native-born workers, since skilled workers have typically some advantage in

the job market over unskilled workers.

In this case, we have u1 = 0 and wR is fixed at the pre-migration wage level, that is

wR = wF(0). (The subscript R stands for the "Rigid" wage model.) Thus, for any given

level of m, equations (1)-(8) determine u2R, rR,c*R,XR, HR, KR,YR and LR as functions of m.

In essence w and u2 change roles between the flexible and rigid wage models. In the flexible

wage model, u2 = 0 and w is determined by the market-clearing condition in the labor

market. In the rigid wage model, w is fixed (at the pre-migration, flexible wage equilibrium

level) and u2 is equal to the excess supply of labor.

Schedule MC in figure 3 describes the marginal product of labor for the pre-migration
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stock of capital (KR(0)). Pre-migration GNP is thus measured by the area OlvICD. If K and

x were fixed, migration will reduce GNP to an amount represented by the area OMCTA, a

loss which is measured by the area of the rectangle ATCD. However, since =employment

among the unskilled workers rises, the expected return to education must rise as well (see

equation (1)). Hence, a chunk of investment switches from physical to human capital. Thus,

K must fall and x must rise, which leads to an even further increase in unskilled labor

unemployment. The marginal product of labor schedule shifts downward to NB and the

post-adjustment GNP is measured by the area ONBGQ. Thus, the fall in K and the

increase in x induce an additional loss in GNP by an amount which is measured by the sum

of the areas NMCB and QGTA. In addition, aggregate consumption of the native-born

population falls also by the amount in which K falls. (Recall that aggregate consumption of

the native-born population is equal to GNP, plus the undepreciated capital stock owned by

the native-born population.)

It is useful to compare the two cases: the flexible and the rigid wage cases. In the

former case, the migration per se (even before adjustment in the allocation of investment

between human and physical capital) raises the welfare of the native-born population. In

the absence of market-distortions, the induced adjustment in the two forms of capital (i.e.

a shift from human to physical capital resulting from the wage decline) further enhances

• world-wide efficiency. However, the native-born population may not enjoy any part of this

global efficiency gain because it may be more than offset by the deterioration in the terms of

trade (that is, the rise of the wage paid to migrants). In the case of wage rigidity, however,

the migration per se lowered the welfare of the native-born population, since foreign labor

merely drove out domestic labor. The induced reallocation of investment from physical to

human capital further reduces the welfare of the existing population. Indeed, the additional

investment in human capital is a total loss, in the sense that even a penny of the investment
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is not recovered. Nevertheless, the private net yield to the individual making the investment

is positive, thereby producing the (socially wrong) market incentive for such an investment.

It turns out that the extra loss in GNP, due to the reallocation of investment between

human and physical capital, relative to the loss that results from the mere substitution

of native-born workers by migrants is quite substantial. Table 2 illustrates the relative

magnitudes of these two measures of loss. When migrants make up 10 percent of the native-

born population, the loss due to the reallocation of investment is about as much as 1/7th

of the total loss. Our sensitivity analysis suggests that when the share of capital in GDP

(namely, a) is lowered from 1/3 to 1/4, the standard loss rises from 2.98% of consumption

to 3.3% and the total loss rises from 3.43% to 3.97%. Thus, the relative importance of the

loss due to the reallocation of investment rises from 1/7th to 1/6th of the total loss. An

increase in the productivity gap between skilled and unskilled labor (i.e. a decline in p). also

raises the relative importance of the loss due to the reallocation of investment from physical

to human capital: from 14% to 18% of the total loss.

1
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Note:
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• Table 2: Losses from Migration

Rigid Wages

Percentage of

Migrants in the

Native-Born Population

Loss from

Substitution

of Domestic

Labor by

Loss from

Reallocation of

Investment

between Human and

Total

Loss

Foreign Labor Physical Capital .

2 • 0.60 0.07 0.67

4 • 1.19 0.16 1.35

6 1.79 0.25 2.04

8 2.40 0.33 2.73

• 10 a _ 2.98 _ 0.45 3.43

a The loss is measured as a percentage of the aggregate consumption of the native-

born population which is equal to GNP + K.

b The parameter values are: a = 0.33, p = 0.75, = 2, I =1, A = 1.

1
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3 The Welfare State and Migration

Income distribution makes a developed welfare state more attractive to poor migrants from

the less developed countries, even when these migrants do not qualify for all the ingredients

of the entitlement programs. Therefore, migration has a strong implication for the welfare

of the native-born residents in the destination country. A recent study by Borjas (1994)

indicates that foreign-born households in the U.S. accounted for 10 percent of households

• receiving public assistance by 1990 and for 13 percent of total cash assistance distributed,

even though they constituted only 8 percent of all households in the U.S. We now introduce

into the model income distribution policies in order to demonstrate these considerations.3

For the sake of simplicity we consider the flexible wage case only.

Suppose that the government levies an egalitarian income tax. Many studies (e.g.

Mirrlees (1971)) suggest that a best egalitarian income tax may be approximated by a

linear tax. We therefore introduce into our model an income tax with a flat rate (t) and a

lumpsum cash demogrant (f3). If all families are of similar size and age structure, the uniform

demogrant may capture also the free provision of public services such as health, education,

etc.

We continue to assume that the individual labor supply is fixed, so that the in-

come tax does not distort individual labor-supply decisions. However, we endogenize migra-

tion decisions by assuming that migration depends on international net-income differentials.

Specifically, suppose that there is a (given) net wage rate (w*) for unskilled labor in the

3Wildasin (1991) examines similar issues, but he focuses on the functional distribution of income (between

labor and land rent).
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source country which is below the net income of unskilled workers in the destination country

when there is no migration. Unskilled labor then migrates from the source country to the

destination country until this gap is closed:

(1 — t)pw w* . (10)

An income tax (which is levied also on capital income) typically distorts investment

decisions between physical and human capital. The reason for this is because investment in

human capital (i.e. the cost of acquiring education) is not tax-deductible, while investment in

physical capital is deductible via depreciation allowances (see Nerlove, Razin, Sadka and von-

Weizsaecker (1993)). In order to focus on migration and income distribution, we therefore

abstract from this distortion by assuming that the cost of education is tax-deductible. 'nun,

equation (1) which determines the cutoff cost level (cs) now becomes:

[1 + r(1 — t)jc* — tc* = (1 — p)w(1 t),

which can be rewritten as:

c*(1 =w(1 —p),

so that the tax does not affect investment decisions at all, and we are back to equation (1).

The other. equations of the flexible wage model (namely, equations (2)-(8)) remain

also intact (with, obviously, u1 =u2 = 0). However, we have to add now a budget constraint

for the government. Since the income tax is levied on both labor and capital income and on

both native-born and migrant workers, it follows that the entire GDP (namely, Y) is subject

to the tax. As the cost of investing in human capital is tax-deductible and the demogrant is

paid to both native-born individuals and migrants, the government budget constraint is:
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t(17 — p(1 + = o. (11)

The disposable income or consumption of a native-born individual with an education-

cost level of c is given by:4

w(1 — t) t c + (I — c) [1 + r(1 — t)] for c < Cs
v(c) = (12)

pw(1 — t) .1[1 r(1 — t)] for c > c*.

The government is free to set its income redistribution policy variables (t and 13) in

any desirable way which is compatible with its budget constraint. To fix ideas, suppose that

the government wishes to offset the effect of migration on the disposable income of native-

born unskilled individuals. Specifically, suppose that a native-born unskilled worker enjoys a

disposable income (or consumption) of J when migration is not allowed and the government

is inactive (t = = 0). Thus, when migration is allowed, the government chooses t and
so as to maintain: v(c) > '13 for all c > c5.

Employing (12), we thus write:

pw(1 — t) +13+ /[1 -I- r(1 — t)] = Y. (13)

The model is now fully determined. Equations (1)-(8), (10), (11) and (13) can be

solved for the 11 endogenous variables: w,r,c*, x, H, K, Y, L, m,t and 0. Given this policy
that renders unskilled labor indifferent to migration, we simulate the model in order to

examine the effect of migration on skilled labor.

4The reader can verify that total consumption of native-born individuals (i.e. fo6v(c)(1Mdc) is equal to

GNP (i.e., (Y tem)), plus the stock of physical capital (i.e., K). This, of course, follows from Walras's

Law.
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The results are described in figure 4 where w* was taken to be just 0.5% below the pre-

migration and absent-government wage of unskilled labor in the destination country. (The

other parameters in the model are as in Tables 1 and 2). Without migration the cutoff cost-of-

education level is band the curve v(c) is described by ABE. Naturally, given the egalitarian

ownership of initial endowment (I), disposable income monotonically (and linearly) declines

in the cost of acquiring education for those who choose to acquire education, and then

remains flat for the unskilled labor (i.e. for c > c). Allowing free migration and unskilled

labor (low income) compensating policy, the number of migrant workers reaches about 1270

of the number of native-born workers. The cutoff cost-of-education level shifts inward to c*.

(This is because w falls and r rises.) The disposable income curve becomes GPBE. Thus,

all the pre-migration skilled workers lose and some of them (those at the high end of the

distribution of the cost of ed.ucation among the pre-migration skilled labor, i.e. those with

c-level between c* and C*) choose to become unskilled. Thus, with the present redistribution

policy, migration is Pareto-inferior for all the native-born population: the migrants are

net users of the tax system and this is not offset by the traditional gains from trade, shown

in section 2 to be rather minuscule. Certainly one can find no Pareto-improving government

policy with free migration.

4 Conclusion

Just like any trade activity in well-functioning markets, migration tends to generate gains

to all parties involved: the migrants as well as the native population. But typically these

gains tend to be rather low. However, when the labor market is mal-functioning, migration

exacerbates imperfections in the market. Consequently, it may lead to losses to the native-

born population which can be quite sizable.
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Another problem raised by migration is the toll it imposes on the welfare state.

Being unable to perfectly exclude migrants from various entitlement programs and public

services, the modern welfare state finds it more and more costly to run its various programs.

These costs often cannot be offset by the relatively small gains from trade associated with

immigration.

These two economic considerations may help explain why there is strong resistance to

migration. Thus, immigration could be more beneficial to the native-born population when

the labor markets are better-functioning and the welfare programs are less comprehensive.



18

References

[1] Borjas, George (1994), "Immigration and Welfare, 1970-1990," NI3ER Working Paper

No. 4872.

[2] Saint-Paul, Gilles (1994), "Unemployment, Wage Rigidity and Returns to Education,"

European Economic Review, Papers and Proceedings, Volume 38, No. 3/4

(April), pp. 535-544.

[3] Layard, Richard and Steven Nickell (1990), Unemployment, Oxford University Press.

[4] Mirrlees, James, A. (1971), "An Exploration in the Theory of Optimum Income Taxa-

tion," Review of Economic Studies, pp. 175-208.

[5] Nerlove, Marc, Assaf Razin, Efraim Sadka and Robert von Weizaecker (1993), "Compre-

hensive Income Taxation, Investments in Human and Physical Capital, and Productiv-

ity," Journal of Public Economics, Vol. 50, pp. 397-406.

• [6] Pissarides, Christopher (1990), Equilibrium Unemployment Theory, Basil Black-

well.

[7] Wildasin, David, E. (1991), "Income Redistribution and Migration," Working Paper No.

2, Center for Economic Studies, University of Munich.

•



THE FOERDER INSTITUTE FOR ECONOMIC RESEARCH and
THE SACKLER INSTITUTE FOR ECONOMIC STUDIES

11.93 Henrik Horn
(Sackler) Oz Shy

12.93 Gene M.Grossman
(Foerder) Elhanan Helpman

The Eitan Berglas School of Economics
Tel—Aviv University

List of Recent Working Papers

Local Services and International Market Integration

Endogenous Innovation in the Theory of Growth

12.93 Zvi Hercowitz
(Sackler) Nirit Kantor

Leora Rubin Meridor

13.93 Shabtai Donnenfeld
(Foerder) Itzhak Zilcha

13.93 Aba Schwartz
• (Sackler) Menachem

Gotlibivsld

14.93
(Foerder) Elhanan Helpma,n

Immigration and Growth Under Imperfect Capital
Mobility: The Case of Israel

Bargaining in International Trade under Exchange
Rate Uncertainty

The Evolution of Wage and Employment in the Israeli
Economy 1986-1991

Gene M.Grossman The Politics of Free Trade Agreements

14.93 Arid Rubinstein Why are Linear Orderings So Common in Natural

(Sackler) Language?

15.93 Yoram Weiss
(Foerder)

15.93
(Sackler)

16.93
(Foerder)

16.93
(Sackler) Ron Shachar

Elchanan Ben
Porath and
Michael Kahneman

The Formation and Dissolution of Families:
Why Marry? Who Marries Whom? And What gappens
Upon Divorce.

Communication in Repeated Games with Private
Monitoring

Jeffrey Church Strategic Entry Deterrence: Complementary
Neil Gandal Products as Installed Base

17.93
(Foerder) Zvi Hercowitz & David Pines

Zvi Eckstein and Correcting for Errors in Retrospective Data

Alex Culderman The Political Economy of Immigration

Copies of the working papers or a complete working paper list of the two Institutes can be

obtained from: Mrs.Stella Padeh, The Foerder Institute for Economic Research, Tel—Aviv

University, Tel—Aviv, 69978 Israel. Fax: 972-3-640-9908. e—mail: foerderaccsg.tau.acil



1,

•

17.93 Arid Rubinstein
(Sackler) Amos Tversky

18.93 Eran Yashiv
(Sackler)

19.93
(Sackler) Neil Ganda

1.94
(Sackler)

Arthur Fishman

Eran Yashiv

2.94 Eyal Sulganik
(Foerder) Itzhak Zilcha

3.94
(Foerder)

Gideon Fishelson

4.94 Jonathan Eaton
(Sackler) Zvi Eckstein

5.94 Chaim Fershtman
(Foerder) Ariel Rubinstein

6.94
(Sackler)

7.94
(Foerder)

Jeremy Greenwood
Zvi Hercowitz
Per Kruse11

Udo Broil
Jack E.Wahl
Itzhak Zilcha

8-94 S.Rao Aiyagari
(Foerder) Zvi Eckstein

9-94 Michele Piccione
(Sackler) Ariel Rubinstein

10-94 Assaf Razin
(Foerder) Chi—Wa Yuen

11-94 Indrajit Ray
(Foerder)

12-94 M June Flanders

(Sackler)

13-94
(Foerder)

Karnit Flug
Zvi Hercowitz
Anat Levy

Naive Strategies in Zero—sum Games

On the Consequences of Capital Controls:
Intertemporal Interactions with Fiscal and Monetary
Policies

Standardization and the Rate of Technological Progress

Inflation, Wages and the Role of Money Under
Discretion and Rules: A New Interpretation

The Value of Information: Disadvantageous Risk—
Sharing Markets

The Response Function of the Central Bank of Israel
with Respect to Foreign Exchange 1991-1992

Cities and Growth: Theory and Evidence from
France and Japan

A Simple Model of Equilibrium in Search
Procedures

Macroeconomic Implications of Investment—
Specific Technological Change

Indirect Hedging of Exchange Rate Risk

Interpreting Monetary Stabilization in a Growth
Model with Credit Goods Production

On the Interpretation of Decision Problems
with Imperfect Recall

Capital Income Taxation and Long Run Growth
under Endogenous Population and Capital Mobility.

Efficiency in Correlated Equilibrium

Hayek and the Revival of Free Banking

A Small Open Economy Analysis of Migration

11



4

4

14-94
(Foerder)

15-94
(Sackler)

16-94
(Foerder)

17-94
(Foerder)

18-94
(Sackler)

19-94
(Foerder)

20-94
(Foerder)

21-94
(Sackler)

22-94
(Foerder)

23-94
(Foerder)

24-94
(Sackler)

25-94
(Foerder)

26-94
(Foerder)

27-94
(Sackler)

28-94
(Foerder)

Eli Sagi
Yacov Sheinin

Joseph Berechman
Sougata Poddar
Oz Shy

Oz Shy

Assaf Razin
Efraim Sadka

Yoram Weiss
Menachem Gotlibovski

Gene Grossman
Elhanan Helpman

Assaf Razin
Efraim Sadka

Neil Ganda

Gene M.Grossman
Elhanan Helpman

Elhanan Helpman
Manuel Trajtenberg

Michele Piccione
Ariel Rubinstein

Aba Schwartz

Gene M.Grossman
Elhanan Helpman

Jacob Glazer
Ariel Rubinstein

Assaf Razin
Efraim Sadka

Prospects for Trade Between Israel and the
Arab Countries

Network Structure and Entry, In the Deregulated
Airline Industry

Technology Revolutions in the Presence of
Network Externalities

The Status of Capital Income Taxation in the
Open Economy

Immigration, Search and Loss of Skill

Electoral Competition and Special Interest
Politics

Resisting Migration: The Problems of Wage Rigidity
and the Burden on the Welfare State

The Effect of Reforms in the Israeli
Telecommunications Sector on Total Factor
Productivity Growth

Foreign Investment with Endogenous Protection

A Time to Sow and a Time to Reap: Growth Based
on General Purpose Technologies

On the Interpretation of Decision Problems with
Imperfect Recall

The Dynamics and Interrelations of Series of
Wage and Employment. Evidence from Micro Data

Technology and Trade

The Design of Organizations for Collecting
Information from Conformist Agents

Resisting Migration: Wage Rigidity and
Income Distribution

iii




