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Public Pension and Immigration
— The Effects of Immigration
on Welfare Inequality —
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The immigration of unskilled workers has been analyzed by a
considerable amount of research, which has noted an ability distribution.
Many of the papers, however, have not analyzed this immigration with
the endogenous fertility rate. In this paper, we assume that households
have different preferences about having children. This assumption leads
to differences in the predicted number of children for households. In our
model, three types of households exist: households with some children
and no savings, those with some children and savings, and those with
no children and some savings. On the basis of this assumption, this
paper analyzes the effectiveness of immigration.

Since both interest and wage rates are fixed in the small open
economy, an acceptance of immigrants would improve welfare. A closed
economy, on the other hand, would lower the capital-labor ratio and
lead to a decline in wage rates. Consequently, it has been shown
that the closed economy would downgrade welfare. The acceptance of
immigration, moreover, has led to a higher coefficient of variation, which
implies that it expands the differential of economic welfare. Without
considering the differential of wage rate, this paper shows that the
acceptance of immigration enlarges the gap of economic welfare.
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