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Abstract

Ethnic networks are a way of overcoming informal barriers to trade such as
information costs, risk, and uncertainty by building trust and by substituting for the
difficulty of enforcing contracts internationally. We study networks which emerge
from the interaction (i) between migrants and natives in the host country and (ii)
between migrants and natives in their home country. The degree of assimilation and
the strength of the networks do not “just happen”, but are the outcomes of strategic
choices of subsets of the migrant population.

JEL Codes: D74; F230; 120; J61; L140

Keywords: Assimilation; Contracts; Ethnicity; Harassment; Market Structure;
Networks; Trade



Migrants, Ethnicity and Strategic Assimilation

Abstract

Ethnic networks are a way of overcoming informal barriers to trade such as
information costs, risk, and uncertainty by building trust and by substituting for the
difficulty of enforcing contracts internationally. We study networks which emerge
from the interaction (i) between migrants and natives in the host country and (ii)
between migrants and natives in their home country. The degree of assimilation and
the strength of the networks do not “just happen”, but are the outcomes of strategic
choices of subsets of the migrant population.

Introduction

Immigrant participation in labor markets is quite complex and in many ways different
from that of the local population. Studies of recent migrants around the world show,
with few exceptions, that they tend to earn wages substantially below those of the
comparable local population. Partly, this reflects a failure on the part of immigrants to
undertake the effort to assimilate with the local population. The “lack of effort” can
arise from the desire to maintain a cultural heritage or separate identity which would
be lost or reduced if the group assimilated. The failure to take active steps to
assimilate can also arise in the face of high adjustment costs, such as inadequate
language skills, intergenerational familial conflicts, and, in the case of immigrants,
lack of knowledge about the host country labor market.

Various indicators are used to measure the degree to which immigrants have
assimilated. The most common measures in the economics literature are wages and
earnings, and there is an extremely large literature that examines the rate and degree
of decline in wage and earnings differences among groups. Recently employed
indicators also include labor force participation, poverty, and education, more
frequently now being looked at over several generations. Moreover, for immigrants
and their descendants, as length of time in the host country increases, assimilation
intensifies and immigrant earnings tend to approach those of the comparable local
population. On occasion, migrant workers outperform local population workers.

Efforts undertaken to assimilate, and time, are two elements that work to bring
migrants into line with the local population. A third element, the degree to which the

local population welcomes the migrants, also plays a role. Often, the local population



is less than welcoming, blaming the migrants for depressing wages and displacing
local workers — i.e., causing unemployment among the local. This presumption has
very strong policy implications and is implicit in the calls for increased regulation of
immigration heard worldwide. Yet, there is mixed evidence on the impact of migrants
on local population wages and employment — it depends on whether they are
substitutes or complements for the non-immigrant population (Gang and Rivera-Batiz
1994). The perception exists that migrants lower wages and increase employment,
whether or not they actually do so. Because of this perception the local population
may take active steps to discourage migrants’ assimilation — discrimination, isolation,
and so on. We refer to these local population activities as harassment.

We are interested in why migrants are so often at a disadvantage relative to the
local population, and the circumstances under which their status changes or stagnates
over time. Assimilation efforts, harassment and time are the three elements that
determine how well the migrant is doing compared to the local population. We
proceed by constructing a model in which there are four actors: the members of the
local population and the organization that represents them, and members of the
migrants and the organization that represents them. These organizations (or political
entities) are institutions that are able to overcome the free-rider problem individual
members of each group have in moving from the actions they desire to take, to
actually taking the actions. The organizations could be, for example, political parties,
trade organizations, unions, or thugs. While the organizations may represent the
members of the group, the interests’ of the organization and that of its members do
not always coincide.

We examine the consequences for assimilation and harassment of increases in
the number migrants, time, and the role of the political entity. Over time, the
migrants and the political entity representing them exhibit different interests in
assimilating and in maintaining cultural identity. We discuss how this affects the
migrants’ position over time. Our work adds to the blossoming literature on local
population — migrants’ conflict and resolution, assimilation, and the reestablishment
of cultural identity (see, for example, Alesina and La Ferrara, 2000, Anas, 2002, Bisin
and Verdier, 2000, Dustmann, Fabbri and Preston, 2004, Kahanec, 2004, and Lazear,
1999).



The model

Consider a firm that has two factors of production: workers who are part of the local
population (natives), L,, and workers who are migrants, L,. For simplicity, we
assume that there is only one migrant group. We normalize the efficiency level of
local population workers to unity; the migrants’ productive/efficiency level
equalsg()Pr(). The two functionsg(.)and Pr() play important roles in the
determination of production and wages; aside from these, labor is homogeneous.

Pr(.), where 0 < Pr(.)<1, is a function of two elements: (1) the effort invested

by the local population in order to prevent the migrants from assimilating into the
local population. These activities include harassing migrants, not cooperating with
them, discriminating against them, and so on (hereafter, "harassment”). Such
activities decrease migrants’ productivity and thus their efficiency.! Denote the
harassment level by 4. (2) The effort invested by migrants in assimilating. These
activities affect migrants' efficiency levels positively. The more migrants assimilate,
their productivity increases, as cooperation increases between the local population and
migrants. Denote assimilation activity by a.?

We further assume that over time, in a natural way, migrants assimilate or the
local population gets used to them and views them more as equals (Chiswick, 1978,
Duleep and Regets, 2002). We therefore introduce an element of time into migrants’
productivity. Productivity increases with time, though it cannot be higher than the

local population’s. Thus g(.) is such that for >1,0< g(r)<1.> An example of such a
A

function ng(t)=e ! with7>0. In this example, over a long period of interaction

between the migrants and the local population, =0, the time weight equals one

unit, g)=1. For all other levels of 7, t <o, the weight is less than one, g(z)<1.

! This is similar to the cooperation and harassment activities described in insider-
outsider theory (Lindbeck and Snower, 1998).

2 Assimilation is not always beneficial for migrants; see Epstein (2003) for a
discussion of migrant assimilation. For now, we ignore such possibilities; we return
to discuss them later in this paper.

% If we allow the migrants to be more productive/efficient than the local population,
corresponding to the popular opinion about Asians and other groups in America, our
results below will be more extreme.



The productivity weight that migrants receive equals g(.) Pr(.). This
proportion reflects the productivity and efficiency of migrants relative to the local
population, with the local population investing in harassment activities and migrants
investing in assimilation activities (« and 4 are positive). We focus on the unique

interior Nash equilibria. The function Pr(.) has the following properties:

) oPr(h,a) _ 0 and oPr(h,a) 0
oa

The representative firm's production function at time ¢ (¢ >1 )is given by
) 0,(L)=s(L, +g(ePr(r.a) L,,),
such that

2 3 2
AL) g PI0L) g 1) _o 280) 4,0 O20) o
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We assume decreasing returns to scale for labor. Moreover, we assume that the third

) g

derivative of the production function with respect to labor equals zero, g

This assumption simplifies our calculations. Below we show where this assumption
is used and that it is not critical for our results.

Let W, be the local worker wage and #,, be the migrant wage. We assume
that the wages the local population and migrants receive equals their marginal product
values. We could assume that local workers have market power over their employers;
this would not change our results.

Normalizing the price of the product to unity, the profits of the firm are given
by

©) n()= s (L, +glePrlh a)L,)-(W,L, +W, L,).

The first order conditions for maximization are



4) o) row—0m pr=w

oL, "
and,
©) T il a)s 1, =0= £l Prlh a)y =W,

Equation (4) represents the wage condition for local workers and (5) represents the

wage condition for migrants.

Harassment and local population utility

We specify the local population's utility simply as

(6) u,()=C,,

where C, is the local population's consumption level. We assume that each worker
consumes his entire income in each period; this means that the consumption level
equals the local population's wage level (the price level is normalized to unity).

Therefore,

(7) u,()=C,=r'(L, +g)Pr(ha)L,).

Utility is a positive function of harassment activities by the local population and a
negative function of the assimilation activities by migrants. Each local individual
would want to invest in harassment activities; however, as a result of free riding it is
not rational for each individual separately to do so.

Now assume that there exists a political entity that represents the local

population. The utility of this entity is a positive function of workers’ utility, u(.) .

The total quantity of harassment activity set by this political entity equals #. Denote

the utility of the political entity representing the local population by UN(.). The

political entity is able to overcome the free rider problem.
The political entity representing the local population determines the level of
harassment so as to maximize utility. From (4) it is clear that increasing the level of

harassment decreases the productivity level of migrants. This is similar to decreasing



the labor force available to the firm, thus increasing the wage level of the local
population.”

The local population can benefit from harassing migrants, as these activities
will increase their own wages. On the other hand, there is a cost to harassment that
decreases the utility of the local population.

One could also think of local utility as increasing in the harassment level, as
the local population may have positive utility just from harassment. This may be the
case for some in the local population; however, overall we assume that it costs the
local population to participate in harassment activities. These activities take time and
effort and thus decrease the utility of the local population. The utility of the political
entity representing the local population is thus a function of the local’s representative

agent and the level of harassment activities: U, (u,,4). To simplify we assume, using

(4), (6) and (7), that the utility of the political entity representing the local population

is written as °

(8) Uy()=r"(L,+Pr(ha)g(t)L,)- ",

where (2, +Pr(ha)g()1,)= T TP )slIL)

The local population's objective is to maximize its utility by determining its optimal

harassment level. The first order condition determining the optimal harassment level

is given by % =0, thus

(9) AN = %g(t)f ”(Ln + g(t)Pr(h’ a)Lm )Lan _1: O !

*We can also model the behavior of a second political entity, one that represents the
interests of capital owners (the firm) in the local population. The capital owners
would react as the migrants (since immigrants decrease the firm’s marginal costs), so
the results do not change.

> Assuming a general function such as U, (f (L, +Pr(h,a)g(t)L,)—h) does not
change the results.



_Of(L, +gPr(ha)L,)

where £ (L, +Pr(h,a)g(t)L,) 57

The first order condition therefore satisfies,

oPr(h, a) 1

(10) oh 7L+ g0Pna) L)L,

Pr(h, a)

0
Remember that both ——— and f (L, +Pr(h,a) g(t) L,) are negative.

In order for the harassment level determined in (9) to maximize the local

population's utility, the second order condition must hold. The second order condition

2
for maximization is given by % <0. Thus,

azz;l(zh")f-.(Ln +g(t)Pr(ha) L, )g(t)L, L, +
(12) 2
SO e, sl L 1 <0

Under the assumptions made above, see (2), the third derivative of the production

. : O f(L : .
function with respect to the labor equals zero, af—Lg):O . This assumption
simplifies matters; alternatively, it can be assumed that

2
(%j (L, +g(e)Pr(h a) L, )e(tV L ,L , is very small or equals zero. The

second order condition can thus be written as

d*Pr(h, a)

(12) oh?

/L, +gpr(ha)L, )g(0)L, L, <0.

From (2) we know that 7 "(L, +g(¢)Pr(h,a)L,)<0, so in order for the second order

conditions to hold it must be that



2 2
o*Pr(ha) _ 0or? (L—Pr(n, a))

13
(13) oh? oh?

<0 .

Namely, the proportion of migrants that do not assimilate, (1-Pr(h a)), face

decreasing returns to harassment, h.°

Assimilation and migrants’ utility
The utility of migrants is of the same form of that of the local population. We specify

the migrants’ utility function simply as
(14) u,()=C, .,

where C,, is the migrants’ consumption level. We assume that each worker consumes

his entire income in each period. Therefore,
(15) um () :Wm = g(t)Pr(h’ a)fl(Ln + g(t)Pr(h’ a) Lm ) .

Utility is a negative function of harassment and a positive function of assimilation
activities. Each migrant would want to invest in assimilation; however, while it is
rational for all together to invest, as a result of free riding it is not rational for each
individual separately to do so.’

Now assume that there exists a political entity that represents the migrants and
is able to overcome the free rider problem. The political entity might be a group
representing migrants rights, interests, and so on. The utility of this entity is a
positive function of the number of assimilated migrants. Assimilation has many
benefits for migrants: first, it increases their wages; second, if some migrants

assimilate, the benefits of their assimilation will provide the rest of the migrants with

® The proportion of migrants that have assimilated affects both the wages of the
migrants and local population.

"It has been frequently noted that while people may hold prejudices about a group,
often they do not hold these views about individuals from the group whom they know.
The costly assimilation we refer to here is in terms of how the local population thinks
of the migrants as a group. Individuals in the migrants may benefit from, for
example, learning the language and will be willing to invest.



benefits — this arises because migrants can act as a network (Rauch, 2001); and third,
for international traders such connections help in importing and exporting products at
lower costs. In this last example, as immigrants assimilate into the host country,
network externalities increase, enabling increased profits and increased imports, thus
increasing the utility of the international importer (exporter) migrants (in other words,
there is an extra externality, see Epstein and Gang, 2005). In general, the utility of the
political entity representing the migrants will be a function of the degree to which the

migrants population has assimilated into the local population, g(¢)Pr(h, a)L,, .

Denote the utility of the political entity representing migrants by
U, (g(t)Pr(h,a) L, a) such that,

(16) U)w = R(g)Pr(ha)L,)-a.

R(.) is the rent associated with the assimilation of the migrants. This level of

assimilation is represented by the term g(¢)Pr(h,a)L, . We assume that as the level

of assimilation increases, g(¢)Pr(h,a)L, increases, that is, the rent also increases.

Some migrants participate in assimilation activities and thus have a cost of a for each
a unit of effort for the purpose of assimilating. To simplify, we assume for now that
the rent equals R(g(¢)Pr(ha)L, )=r g(¢)Pr(ha)L, . Therefore, the utility of the

political entity representing the migrants becomes
(17) U(), =rPr(ha)gt)L, —a.

As assumed above, as assimilation activities increase Pr(h,a) increases. The first

u()

order condition for maximization of migrants’ utility is given bya—M =0, namely,
a

(18) Ay

The first order condition is satisfied if

10



19 =
(19) oa g(t)Lmr
Remember we assumed that %gﬂ>0, see (1). In order to insure that the
. . : e o*u(),,
solution is the level that maximizes migrants’ utility it must hold that T<O.
a

Therefore, it must also hold that

o°Pr(h,a)

oa’® <0.

(20)

In other words, (20) assumes that there are decreasing returns to investing in

assimilation. From (19) we can conclude that,

Increasing the number of migrants, or the rent associated with assimilation, r, will,
given the level of harassment, increase the level of assimilation. Moreover, over time,

migrants will invest more effort in assimilating.

The political entity representing migrants seeks aggregate rents as described above,
not rents per capita. Thus for this political entity, growth of the migrant population
wanting to assimilate is the same as increasing rents. Rising rents increase the benefits
for the migrants’ political entity and thus increase the entity’s returns to investing in
assimilation. With time, the migrants naturally integrate into the local population;

increasing assimilation efforts speeds up the process.

Equilibrium
The local population invests in harassment and migrants invest in assimilation
(a and & are positive). We focus on the unique interior Nash equilibria. We now wish
to consider the effects changes in the number of migrants (rents to the migrants’
political entity) have on the equilibrium levels of harassment and assimilation efforts.
By differentiation of the first order conditions (see (8) and (18)), the Nash

equilibrium effort levels satisfy the following conditions for L=Lp,

11



dA, OA,, OA, OA,
oh’” B
1) _da 3L da 0L |
oL  0Ay0A, 0A, 0A,
oh 0Oa  oa Oh

and,

oA, 0A, 0, dA,
22) oa” _ Oh 0L 0h 0L
oL 0A, 8A, 0A, 0A,

da oh oh da

From (8) and (18) we obtain

aAN 82 Pr aAN 82 Pr 2
= t)f " L,L,; = t)f " L,L,
aa ahaa g( )f n—m 8h ahz g( )f m=—n
OA, OPr
=——uqglt)f "Ly;
oL, oh g( )f N
(23) and,

oA,  O°Pr oA,  0°Pr
S i TR LLr; =2="""g()r,

Substituting (23) into (21) and (22) and using the first order conditions (9) and (19)
we obtain

(24) and,

*

oa’ L 2( 0% Pr 0% Pr
= Zogs - L]
or, 1Y (aaah ST j

m

o2pr a2pr (o2pr)
where, H = o(¢t)*L *L *r " - .
sl) L, 'L,r f oa? oh? |\ ohéa

12



2
. 0°Pr 0°Pr 0°Pr
Since f''<0; >0 and Sign =—Sign| —— |, H>0.
! [6h6a] 8 (aaz] 8 ( 8h2]

The ability of migrants to convert assimilation efforts into productivity and

efficiency can be represented by the marginal effect of a change in migrants’

assimilation effort on the marginal productivity effect, %r() (where 0< Pr(.)sl).
a

By assumption, this marginal productivity effect is declining with migrants’ own
assimilation efforts. Changes in assimilation efforts also affect, however, the local
population’s marginal productivity level. Migrants have an advantage in terms of
ability if a change in local population’s effort positively affects migrants’ marginal

productivity level. In other words, a positive (negative) sign of the cross second-order

2
partial derivative of Pr(4,a), % , implies that migrants have an advantage
a

(disadvantage) when local population’s efforts to harass migrants change. For a given
combination of efforts (4,a), the ratio between the effect of a change in migrants’

efforts on the marginal productivity level and the effect of a change in local

population’s effort,

d%Pr /(azpr

YLl s zj , IS a measure of the asymmetry between the
a a

abilities of both groups to affect the migrants’ productivity level.® In the same way

one can calculate the measure of asymmetry in terms of the other group.

From (24) we obtain

Lemmal

5 . .
(a) Fora Pr =0, %>0 andﬁi> 0.

ohda oL, oL,

2 * 0% Pr
@ For S0 <o 2 S0 and o . o N

Ohda oL, oL, {az Pr] o

< 3 <
oh

® For a general discussion on how effort activities are transferred from effort to
performance see Epstein and Nitzan (2005).

13



0% Pr Oa

(c) For >0, —>0 and %zoif ohda _ _ .
ahaa 6Lm aLm (az Pr J f "Ln
< o <
a

By Lemma 1 (a), if the contestants are symmetric in equilibrium in terms of
their abilities, then growth in the immigrant population will increase both harassment
and assimilation efforts.

By Lemma 1 (b), if the local population group has an advantage, as defined
above, over the migrants population, then growth in the migrants’ population will
increase harassment; however it is not clear what will happen to the level of
assimilation activities. This ambiguity depends on the measure of asymmetry
o°Pr
Oadh

0°Pr
oh®

effects of the marginal efficiency of their investment,

between the two groups, , growth in the U.S., and the ratio between the

SUL,

7

The main idea here

is that even though harassment activities increase, the local population is so strong
that it may not be worthwhile for the migrants to try to fight the local population.
Therefore, the migrants may well decrease their efforts to assimilate. This depends on
what each group can gain from such activities.

By Lemma 1 (c), if the migrants have an advantage over the local population,
then an increase in the migrants population will increase assimilation activities,
however it is not clear what will happen to the level of harassment activities. This
o%Pr
Oadh
(azprJ ’

oa*

and the ratio between the effects of the marginal efficiency of their

ambiguity depends on the measure of asymmetry between the two groups,

7

investment, s " . Recall our assumption =0, so when increasing L, , /" doesn’t

nt

change and thus the ratio decreases. Thus the relative advantage of migrants

decreases, while it increases for the local population.

14



Assuming the local population has the advantage over migrants, it holds that

2

il <0 . We conclude,
Ohoda

. s 0% Pr S .
Proposition 1: —— >0 and Oa__ 0if 0adh _LTL :

oL, oL, 8% Pr r

< —_— <
oh?

Growth in the migrant population, given that the local population group is relatively
stronger, increases the local population’s harassment of the migrants. As the migrant
population grows, efforts to assimilate on the part of migrants will increase if the
measure of the asymmetry between the abilities of both groups to affect the migrants’
productivity exceeds the ratio between the effects of the marginal efficiency of their
investments on their rents. Here it “pays” for migrants not to give up in the face of
greater harassment, but to fight instead and further their assimilation. Similarly, if the
measure of the asymmetry between the abilities of both groups to affect migrants
productivity is less than the ratio between the effects of the marginal efficiency of
their investments on their rents, migrants will not find it worthwhile to fight the local
population and will reduce their assimilation efforts as their population increases. As
the migrant population grows, assimilation efforts by the migrants will decrease if the
local population is so strong that it is worthwhile for migrants to try to fight the local
population. Therefore, the migrants may well decrease their efforts to assimilate.
This will depend on what each group can gain from such activities.

Let us now consider how a change in the rent received by the political entity
representing the migrants population, », affects the level of harassment against
migrants and their assimilation efforts. As presented above in (21) and (22),
differentiating of the first order conditions (see (8) and (18)), the Nash equilibrium

effort levels satisfy the following conditions,

0A, 0A, 0A, OA, O0A, 0Ay OAy 0A,

(25) on __Oa_Or 0Oa_Or and oa’ _ Oh, or Oh, Or
or 0Ay0A, 0Ay0A, or 0Ap0A, 0Ap OA,

oh  Oa Oa  Oh O0a ©Oh, Oh, O0a

15



The calculations described in (23) hold. We, however, calculate two additional

components:

OAv _g and Pu _ 0P (t)L, .
or or Oa

(26)

Using (26) together with (23), (25) and (26) we obtain

. )
oh, _ glt)' o Prf,,aPerﬁ¢
or H 0Ohoa oa

(27) and,

B oh?

oa"  glt) _82Pl’f.,L 2; 2 0Pr
or H " ,

where H is defined in equation (23).

* 2 *
Lemma 2: Sign oh, = —Sign o pr and 9a_ >0.
or Ohda or

Increasing the rent associated with assimilation efforts increases assimilation

activities by migrants. However, it is not clear what will happen to harassment

activities. If migrants have an advantage over the local population in turning effort

2
into ability, 2"
ohda

>0, then increasing rents associated with assimilation decreases

harassment.” The idea here is that migrants have a lot more to gain from their
assimilation activities relative to what the local population can obtain and, at the same
time, they can have an advantage in turning effort into efficiency. These two
elements will cause migrants to increase their assimilation activities, while they will

decrease the local population’s harassment efforts.

% Effort refers to activities such as assimilation and harassment, while ability tells us
how effort translates into outcomes — does one unit of effort give us one percent or ten
percent of the desired outcome

16



With the local population as the strong population we obtain

Proposition 2: Increasing the rent associated with assimilation activities will

Oh
increase both harassment and assimilation efforts by both groups ( . >0 and
r

9a_ > 0).
or

Let us now consider how time affects assimilation activities. Will we see
greater or fewer assimilation and harassment efforts over time? As g() is increasing
in ¢z, we look at the effect of changes in g(z) on the levels of harassment and

assimilation activities. Use (21) and (22) for L=g(?) and the fact that (recall /""=0),

o4, opr o4,  oPr
28 —N =—_f"L L d T =—_ | p.
(28) aee) an ! Bl )T e M

By substituting (28) and (2) into (21) and (22) and using the first order conditions (9)
and (19) we obtain

o~ L, (d*Pr o%Pr
_"m IIL _
(8h6af YT ]

(29) and

dglt) - H

* 2 2
da L L (0°Pr - 0 Ier,,Ln
Oadh Oh

From (29) we have,

Lemma 3
, \ )
@ For 20 0 9" S0 ama 29 0.
ohda ot ot
82 Pr on" <7 AL
(b) For <0, —>0 andﬁiz if _Oadh _ :f L”.
ohoa ot ot o’ Pr r
< <
oh?

17



S o'Pr o

2 * *
(c) For o_Pr >0, 9a_ >0 and M =0if ohda _ _ "
Ohda ot ot 0% Pr fUL,
< o <

By Lemma 3(a), if the contestants are symmetric in equilibrium in terms of their
abilities then over time the local population increases its harassment activities and
migrants increases their assimilation activities. By Lemma 3(b) if the local
population has an advantage over the migrants, then over time harassment activities
increase, however, it is not clear what happens to assimilation efforts. By Lemma
3(c) if migrants have an advantage (in turning effort into performance) over the local
population, then over time assimilation activities increase, however, it is not clear
what happens to the level of harassment efforts. The reason for these results is the

same type of reasons presented after Lemma 1.
Given that the local population is the stronger group we obtain:

Proposition 3: Harassment will increase over time while assimilation efforts may

S o Pr >
0adh S Ly

. da .
increase or decrease (6_ =0if =

0% Pr r
<
Oh?

*
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A general model of assimilation

Now let us return to the political entity representing the migrant population. Assume
that assimilation has two different types of effects on the utility of an individual: (1)
it increases the wages of the individual and, (2) it decreases the utility of the
individual as he is losing his identity and uniqueness.’® Therefore, we rewrite the

utility of the entity in the following way:

(30) U()n = R(Pr(ha) g(0)L,, (0~ Pr(ha))g(t)L,)-a.

The first component is the number of assimilated migrants, while the second
component in the number of non-assimilated migrants. Increasing any of these
components increases the utility of the political entity:

(31)

OR(Pr(h,a)g()L, A-Pr(ha))g()L,) o . oR(Pr(ha)glt)L, A-Pr(ha))gl)L,) _,
o(Pr(na)g()L, ) o(-Pr(ra)) ()L, ) |

The objective of the political entity is to maximize its utility by determining the level

of assimilation activities. The first order condition is:

da G(Pr(h,a)g(t)Lm) - 5((1— Pl’(h,a) )g(t)Lm) oa

(32) dU(‘)M _ ( 8R(.) 6R(.) J a(Pl‘(h,a) g(t)Lm) .

In the case we described above it is clear that we were only talking about the first
component of (32).

Under this more generalized case, it is clear that if Pr(k,a)=1 then the benefit

for an individual will be low (and for the political entity it will be zero and it will not

1% Another way of thinking about this is from the political entity's view: this group’s
existence is a function of harassment and the migrants’ failure to undertake effective
assimilation activities. In order for the political entity to survive it needs to help those
it represents and at the same time ensure that they still need its services. If all
migrants fully assimilate then there will be no place for this political entity to exist.
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have any reason for existence). Therefore, if the level of assimilation is sufficiently
high then the assimilated individuals will want to invest in resisting assimilation so as

to differ from the local population, thus holding on to their heritage and traditions.
Assume for r=¢* the assimilation activity that maximizes (32) equals a .
t

Over time, as the assumed level of assimilation increases, if the level of harassment in
time r=¢*+1 equals the level of harassment activities at time r=¢*, then it is clear that
the level of assimilation activities of those who have already assimilated will decrease

from time period 7=¢* to period r=¢t*+1. Namely, a; > a;+l. In other words it may

well be the case that after a certain period of time the level of assimilation activities
will decrease. Let us now return to migrant workers. Given (5), migrant workers
who have a low level of assimilation will always want to invest effort in assimilation
activities while it is not clear that the political entity that represents all the migrants
will always want to do so. Moreover, if the level of assimilation is sufficiently high,
it may well be the case that migrant workers will continue investing in assimilation
activities while the political entity will invest in anti-assimilation activities, for
example, preserving the heritage of the migrants group, etc. These activities are aimed
at preserving home country traditions and emphasizing the differences between the
local population and the migrants.

We conclude therefore that,

Proposition 4

There exists an inverse U-shaped relationship between the rent obtained from
assimilation activities and time for the political entity representing migrants. With
time the local population will continue to invest in harassment activities against
migrants, whereas migrants who have low levels of assimilation will invest in
assimilation activities while those with a high level assimilation will invest in anti-

assimilation activities. The political entity representing the migrants will increase its

assimilation activities until a certain point in time, t, and beyond this time will

decrease assimilation activities and may even invest in anti-assimilating activities

(a1<()).
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This proposition states that migrants benefit from assimilation and will invest (as
much as they can given free rider problems, etc.) in assimilation activities. Denote
migrants’ assimilation activities by a, > 0. At the beginning, the political entity

representing the migrants will benefit from assimilation and thus will increase their

investment in assimilation activities. Over time, after ¢, the political entity benefits

less from assimilation as its members are becoming more and more assimilated. As a

result, after period ¢ assimilation activities by political entity decrease and may even
become negative. Negative assimilation activities can be thought of as anti-
assimilation activities (these activities of the political entity are denoted by a,<0), and
include activities aimed at preserving home country traditions and emphasizing the
differences between the local population and the migrants. At the same time the local
population will continue harassing migrants, while individual migrants continue to
invest in assimilation activities.

It may well be the case that as migrants continue in their assimilation activities
after a level of a,” (see figure) and the political entity invests effort in anti-
assimilation activities, that a; becomes negative (see figure). Thus the political entity
is fighting to prevent assimilation or at least full assimilation while individual
migrants who have low levels of assimilation fight to increase assimilation. Both the
local population and the political entity will be fighting assimilation while recent
immigrants who have barely assimilated will be fighting to increase assimilation.
Over time, therefore, we may well see that the political entity raises assimilation
efforts and fights harassment, but after a certain point they go against their fellow
country-men and decrease assimilation activities, even engaging in anti-assimilation
activities to hold on to their rent and not let the migrants fully assimilate into the host

country.

Concluding remarks

We posit that the degree of assimilation is a matter of local population attitudes and
migrant desires. 1There is a conflict, or at least a potential conflict, between the local
population and the migrants over the position of the migrants in the economy and
society. This potential conflict is acute between both the local population and the
migrants, and within the migrant community (see Gradstein and Schiff, 2005 and

Gradstein and Justman, 2005). The local population’s attitudes towards migrants (are
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they welcoming? do they attempt to integrate migrants?), the migrants desire to
integrate and the will of migrant representatives determine the degree of integration,
as represented in our model by the relative productivity of the two groups.

We explicitly model the actors involved in assimilation, in developing desires
to maintain ethnic identity, and in trying to isolate and distinguish migrants. We
examine how these actors interact, affecting the assimilation path.

Our picture of assimilation is highly simplified — with time and effort migrants
assimilate into local population culture until they cannot be differentiated in terms of
consumption preferences or wages. The local population group harasses migrants to
forestall and prevent this, or at least to keep the gains from the process out of the
hands of migrants. In the latter part of the paper, we examine the case where the
representatives of the migrants, facing a loss of their own positions, reject
assimilation. Over time it is assumed that, in a natural way, the migrants assimilate or
the local population gets used to them and sees them more as equals. While highly
simplified, the model allows us to obtain insights that are useful for understanding
richer assimilation stories (Bun and Kiong, 1993, Gang and Zimmermann, 2000,
Gradstein and Schiff, 2005, Gradstein and Justman, 2005, Rapoport and Weiss, 2001).

The intensity of assimilation activities by migrants and harassment activities
by the local population group generally depends on how symmetric the migrants and
local population are in terms of their abilities, and their relative marginal efficiency of
investment in these activities. Over time, the migrants’ representatives and some of
the members of the migrants exhibit different interests in assimilation and in
maintaining their cultural identity, and the interplay of their conflict with the actions

of the local population over time provides further insights.
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Figure

Assimilation activities of political entity and employed migrants
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