B HUMAN CAPITAL ACCUMULATION

B Human capital accumulation when migration costs
do not depend on human capital

We first assume that human capital in country s is equally distributed for
each individual. Then growth in expected human capital in country s is
straightforwardly denoted as (see also footnote 10):
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with variance: )\it 4 = (a+ B)2A§7t, which converges to 0. The human
capital distribution in s remains lognormally distributed. However, this is
not the case for the human capital distribution in d. In the country of desti-
nation, every group of migrants and indigenous population is lognormally
ditributed, and where total population in k or the rest of d is the sum of
lognormal distributions. Therefore, analytical expressions for the growth
in expected human capital in areas in d are — although feasibile — not in-
sightful. Instead, we may look at the differences in expected human capital
accumulation. The difference in expected human capital growth between
the indigenous and the migrant population in k£ can again be denoted as:
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Because a < 1, human capital within a neighborhood will converge by
construct. If we, e.g., want to model the ethnic capital concept of Borjas
(1992, 1995), then we have to allow for different human capital spillovers
for the migrant and the indigenous population. Here, we are especially
interested in the difference in human capital accumulation between the mi-
gration population inside and the indigenous population outside neighbor-
hood k. Unfortunately, the expression is rather complex and equals:

Pdtt1 — Ms ki1 = & (far — s t) + 0 (par — EIn[Hy ), (27)
with:
&

El[H,] = ——n (28)

e—1

t—l )\3 €
St t—T

Z mett—r (E [hd,s,t,t—T] €xXp {—826 })

7=0

-1 )\?l . 5;1
t
+ (1 - Z mk,t,t—q-) (E [Nk t] exp {—25}> )
7=0
t—1

where ) my ;. denotes all migrant groups, who came to & in the
=0
past. All migrant and indigenous groups in (28) seperate are still lognor-
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mally distributed. However, the expectation of Hy,; is affected by some
weighted average of expectations of the human capital of the various groups
living in k. Basically, equation (28) has the same characteristics as those de-
scribed in footnote 9. So again, whether human capital in & is larger than
in d depends on the size of the group of migrants and the value of ¢. If
¢ is larger than zero, then there are again decreasing returns to diversity.
Otherwise there are increasing returns to diversity. Thus, with heteroge-
nous human capital the analytical results do not change in nature. Due to
the larger variation in human capital, it is likely that the dynamic evolution
of human capital accumulation fluctuates more strongly whenincorporat-
ing heterogenous human capital. In this setting, the parameter o being a
national parameter does not have any influence on differences in human
growth within a country. If there are national returns to diversity (o < 0),
then immigration will benefit a country as a whole, because of the inflow
of different amounts of human capital.

Note that the variances in human capital will eventually converge to
zero for all groups, due to the fact that we do not allow for idiosyncratic
shocks in human capital accumulation. Therefore, human capital differ-
ences within a country will eventually disappear, because of the averag-
ing influence of human capital in the neighborhood and the country as a
whole. However, we know that idiosyncratic shocks do occur. For exam-
ple, persons are born. Therefore, convergence does not necessarily occur in
practice.
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