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ABSTRACT

Being relatively low earners, migrants are net beneficiaries of the welfare state in the short-run.  However, it
is shown that in a dynamic setup with an old-age social security system which is also inherently
progressive, poor migrants may be either net beneficiaries or net contributors to this system.  However,
regardless of whether poor migrants are net beneficiaries or net contributors, we show that migration is
beneficial to all income (high and low) and age (old and young) groups when the economy has a good
access to international capital markets. The pro-migration feature of the dynamic model is weakened and
possibly overturned when the economy does not have good access to the world capital markets. In this
case, to the extent that factor prices are significantly affected by migration because of low substitution
between labor and capital, low-skill native born and possibly also high-skill native born may lose.
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